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HOW TO NAVIGATE OUR
INTEGRATED ANNUAL REPORT
This icon signifies related
information elsewhere in
this report

 his icon signifies related
T
information available on
our website at
www.sacorporatefund.co.za

OTHER SOURCES OF INFORMATION
AVAILABLE ON OUR WEBSITE
This report 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:

SENS announcements;
Annual Financial Statements (“AFS”);
Notice of Annual General Meeting (“AGM”);
Sustainability report; and
King IV™ compliance register.

ABOUT THIS REPORT

SA Corporate Real Estate Limited (“the Company”)
and its subsidiaries (“SA Corporate”) (“the Group”)
are pleased to present the Integrated Annual Report
(“IAR”) which has been prepared for the benefit of
all stakeholders. The aim is to provide a broad and
succinct overview of the Group’s performance for the
year ended 31 December 2019.
The role of integrated reporting is recognised as being fundamental
in demonstrating the Group’s ability to account for its commitment
to creating and sustaining value across all sustainable components,
ultimately for the benefit of its stakeholders.
There has been no change in the scope and boundary of this report
relative to the 2018 report, other than through changes in our
property portfolio and the impact of the COVID-19 coronavirus
pandemic.

Integrated
report

OUR CAPITALS
Financial capital
Debt and equity capital. Access to
funding is intrinsic to the Group’s
ability to create value.

Manufactured capital
Our properties and investments.

Intellectual capital
Our brand, knowledge, systems,
procedures and protocols. We aim to
grow the Africa Housing Company
(“AFHCO”) brand to become the
residential property brand of choice.
Human capital
The competencies, capabilities and
experience of our Board, employees
and management team.
Social and relationship capital
Our relationships with suppliers,
tenants, property and asset managers,
communities and other networks.

Objectives
and
strategies of
the Group

page 36

Integrated
reporting
boundary

Financial
information
on all wholly
owned,
co-owned
and JV
operations

page 48

Sustainability
report

Risks and
opportunities
identified
with the
Group

page 86

Stakeholder
priorities
as well as
social and
environmental
needs

page 15

Interest expense and reclassification of prepayments on the
statement of financial position had to be restated in the
comparative 2018 Annual Financial Statements. Refer note 26 of
the financial statements for further detail.

REPORTING FRAMEWORKS
Where practical, the report is aligned with best practice and
principles of King IV™, the Integrated Reporting Framework
(“<IR>”) of the IIRC, International Financial Reporting Standards
(“IFRS”), JSE Limited (“the JSE”) Listings Requirements and the
Companies Act No. 71 of 2008 (“Companies Act”), as amended.
SA Corporate confirms that it has adopted distribution per share as
a measure for trading statement purposes.

Natural capital
The natural resources of land, water
and energy that we utilise in pursuit of
our vision.

East Point Shopping Centre, Boksburg
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ABOUT THIS REPORT CONTINUED

ETHICAL CODE OF CONDUCT
The Board is the custodian of the Group’s ethical leadership
and corporate governance. A code of ethics is in place which
requires all directors and employees to apply moral standards
in all business dealings. This includes standards of good, proper
and fair conduct which are supported by the Group’s values.

MATERIAL ISSUES
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 Group’s Board of directors and
management team via ongoing input from all of the Group’s
stakeholders, including 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
page 1, 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. As such, we have identified the
following as our key material issues:
Macro-economic conditions affect
our vacancies, reversions and
property values, among others.

Page 14

Value creation within our portfolio
is key to generating sustained
shareholder returns.

Page 6

Transformation is a key imperative
in our business.

Page 82

Sustainable development is key to
our role as a responsible citizen.

Page 7

BOARD RESPONSIBILITY STATEMENT
SA Corporate’s Board acknowledges its responsibility
to ensure the integrity of the IAR. The Board is of the
opinion that the IAR 2019 addresses all material matters
and offers a balanced view of the performance of the
Group and its impact on its stakeholders.
The Board has approved this IAR.

FORWARD-LOOKING STATEMENTS
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 Group’s control.

Sustainability report

Sustainability report

EXTERNAL ASSURANCE
Activity

Company

External auditor for the
consolidated financial statements

Deloitte & Touche

Internal auditors on
internal controls

BDO Advisory Services

B-BBEE level verification

Platinum Verifications

Property portfolio valuation

Quadrant Properties

Carbon footprint assessment

Terra Firma Solutions

Valuation of swap derivatives

Absa Bank Limited

No further external assurance has been sought.
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57 Sarel Baard Crescent,
Centurion

Hayfields Mall,
Pietermaritzburg
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BUSINESS OVERVIEW

MAIN
SA
CORPORATE
HEADING AT
CONTINUED
A GLANCE
ASSET
MANAGEMENT
SA Corporate is one of the oldest
established property companies in
the South African market. Its diverse
investments span across industrial,
retail and commercial properties,
primarily in the major metropolitan
centres of South Africa, with a
secondary node in Zambia.

REIT STATUS
SINCE 2015

In addition, in 2014 SA Corporate invested in
the AFHCO Group, an innovative residential
focused property company with properties
primarily located in Johannesburg’s innercity. In 2017 the Group also invested, as
an extension to its retail portfolio, in a
self-storage business that operates primarily
in the Group’s and other landlords’ retail
shopping centres.

PROPERTY
MANAGEMENT

R

The Company is listed on the JSE
as a diversified Real Estate
Investment Trust (“REIT”).
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OUR VISION

R17.4 billion
193 properties
(excluding three Zambian properties
held in JVs, valued at R930.6 million)

GLA (m²)

1.6 million

4
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EC

PURSUING THE HIGHEST
STANDARDS OF
ETHICAL BEHAVIOUR
AND ACCOUNTABILITY

Y      

Portfolio size

P
ES

Our vision is to produce sustainable
distribution growth and long-term
capital appreciation for investors,
through investment in a well-diversified
and balanced property portfolio. We
will remain cognisant of our role as a
responsible corporate citizen and aim
to achieve our vision in a manner that
benefits all our stakeholders.

T

Limpopo
1

THE LOCATION
OF OUR PROPERTIES
Gauteng
17

40

3

66

17

Free State
KwaZulu-Natal

1

8

29

3

South Africa

OUR PROPERTY
PORTFOLIO

Eastern Cape
1

1

A defensive retail
portfolio focused
on community and
neighbourhood centres
with a high national
grocer component

Western Cape
1

4

1

NUMBER OF PROPERTIES
26
Retail

9
Commercial

3
Rest of Africa

74
Industrial

67
AFHCO

17
Storage

(not shown on map)

A growing exposure to
high-yielding residential
properties

A quality industrial
portfolio with increasing
logistics exposure

Low and reducing
exposure to the
oversupplied office
segment

RENTAL AREA (m2)

REVENUE (R’000)

28%

26%

29%
43%

3%

4%

26%

41%

 AFHCO    Commercial    Retail    Industrial
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BUSINESS OVERVIEW

HOW WE PROVIDED VALUE IN 2019

CONTINUED TO
REPOSITION AND IMPROVE
THE PORTFOLIO QUALITY
FINANCIAL
CAPITAL

INCREASED EXPOSURE TO
HIGH GROWTH LOGISTICS
AND RESIDENTIAL SECTORS
MANUFACTURED
CAPITAL

Investment property value

Executed acquisitions

R17.4 billion

R120.6 million

Net property income (“NPI”)
declined by 5.6% to

Committed acquisitions

R1.4 billion
Like-for-like portfolio
NPI declined by 1.5% to

R944.6 million

R238.9 million
Developments
completed

R322.3 million

REDUCED EXPOSURE TO
OVERSUPPLIED OFFICE AND
LOW-GRADE INDUSTRIAL
SECTORS
HUMAN
CAPITAL

92% of employees
are from previously
disadvantaged groups,
of whom 53% are
female

60% of directors
are from previously
disadvantaged groups,
of whom 50% are
female

Committed redevelopments
Traditional property retention
rate of 74%
Traditional portfolio vacancy
of 4.2% by GLA

R107.8 million
Disposals
(contracted and executed)

R834.4 million

Total distributable income of

R960.0 million

INTELLECTUAL
CAPITAL

MSCI awards:

 Overall winner in 2019 of the
South African Direct Property
Investment Awards

 2019 category winner in a
balanced fund

 2019 category winner in the

SOCIAL AND
RELATIONSHIP CAPITAL

91%

of employees
trained were
from previously
disadvantaged groups

NATURAL
CAPITAL

815 scholars at CityKidz, the
winner of the District Interschool Spelling BEE and Maths
Olympiad in 2019

Generated renewable energy
of 8 198 MWh, a saving of
R10.58 million and 8 527 tonnes
of CO2e in 2019

1 545 affordable housing
residential units developed
over recent years

Electricity consumption tCO2
per m², saving of 5.08% in 2019
vs target of 5% over five years,
commencing in 2016

retail market sector
244 student accommodation
units developed over recent
years

6

42% more staff
trained in 2019

SA Corporate Real Estate Limited Integrated Annual Report 2019

2 015 316m² (77%) of waste,
representing 2 869 874 tonnes
recycled at 12 retail centres

WHAT WE OFFER INVESTORS

STRONG FINANCIAL
FUNDAMENTALS
A DIVERSIFIED
AND WELLBALANCED
PORTFOLIO
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ATTRACTIVE
SUB-SAHARAN
GROWTH
PROPERTIES

y

A SOLID
ASSET BASE

Exposure to quality residential
and industrial properties

EXCITING EXPOSURE TO
RESIDENTIAL PROPERTY

Mpumelelo,
End Street Precinct, Doornfontein
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BUSINESS OVERVIEW

OUR BUSINESS MODEL

OUR INPUTS

OUR BUSINESS ACTIVITIES

ENGAGE WITH OUR STAKEHOLDERS
FINANCIAL CAPITAL
Debt and equity

IN

TE
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t
t
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n
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e
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MANUFACTURED CAPITAL

N

OUR VALUES AND
GOVERNANCE
STRUCTURES

ITY

INTELLECTUAL CAPITAL
Our brand, knowledge,
systems, procedures and
protocols

U

CO

AC

IL
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T
N

T

EC

P
ES

Acquire properties
at accretive yields

Our properties and
investments

e

R

HUMAN CAPITAL
Our employees’
competencies, capabilities
and experience

OUR
STRATEGIC
OBJECTIVES

D
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n
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u
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se
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of
fu ow o ts
nd
ing ur

SOCIAL AND RELATIONSHIP
CAPITAL
Our communities, suppliers,
tenants and other
networks

To achieve our vision of sustainable distribution growth and
long-term capital appreciation we aim to:

 
Focus on convenience retail
 
Consolidate a quality industrial portfolio
 
Divest from remaining commercial properties

NATURAL CAPITAL
Our land, water and
energy usage and waste
generation

8
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Establish a quality residential rental portfolio
Page 36

OUR OUTPUTS

A portfolio which is managed
and developed to enhance value
and sustainable returns. An
empowering culture in which
team members can thrive.

Stru
ctu
tra re f
ns
ac inan
tio ci
ns al

MANAGEMENT
AND INNOVATION

Develop existing
assets

OUR OUTCOMES

nt t
icie men lio
f
f
E ge fo
rt
na
ma ur po
o
of

For more information on our
outcomes, please refer to How
we provided value in 2019,
page 6.

OUR KEY
RISKS

 
Investment returns: non-sustainable distribution growth
 
Increased vacancies, negative rental reversions and arrears
 
Inadequate human capital
 
Financial reporting risks: inaccurate forecasting and
ineffective controls

 
Competition from e-commerce
Page 86

Green Park Corner,
Sandton
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BUSINESS OVERVIEW

HOW WE MANAGE OUR BUSINESS

PRIMARILY

MANAGED BY

REGULATED BY

Board and Committees
(provides oversight)

JSE
Ensure compliance with JSE
regulations
Provide market for trading of
shares

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

Refer to the Board of directors and
Governance and Compliance on
pages 26 and 80

A MEMBER OF

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

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

Property management
Broll Property Group Proprietary
Limited (“Broll“) and AFHCO Property
Management Proprietary Limited
manage the Group’s South African
portfolio and our JV partner manages
the Zambian portfolio

Group structure

Wholly owned
property
investment
subsidiaries

Three co-owned
properties:
Management
company

 Umlazi Mega City
 50 Griffiths Mxenge
Highway

Joint ventures in Zambia
(50%)

 Stellenbosch Square

Umlazi Mega City,
Umlazi
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OUR INVESTMENT PHILOSOPHY

With diversified investment
activities, SA Corporate is
focused on achieving longterm sustainable distribution
growth by ensuring its portfolio
comprises defensive assets that
generate robust NPI. To achieve
this, the Group embraces active
asset management and uses
acquisitions, developments,
disposals and the recycling of
capital to achieve its objectives.
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.

FUNDING PARAMETERS
The Group is allowed to make use of
debt and corporate guarantees up to a
maximum of 45% 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.

Celtis Ridge Shopping Centre,
Centurion

SA Corporate Real Estate Limited Integrated Annual Report 2019
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BUSINESS OVERVIEW

OUR DIFFERENTIATORS

FOCUS ON CONVENIENCE RETAIL
A particular strength of SA Corporate’s
retail portfolio is the focus on
convenience shopping. The focus
on national supermarket chains is
demonstrated by the quantum of the
grocer occupancy, which is in excess of
29% of total GLA. We emphasise the
need to focus the grocer offering on
the catchment area’s specific demand.
To complement this grocer offering,
we have a strong wellness and
pharmaceutical tenancy as well.

Morning Glen Shopping Centre,
Sandton

Pine Walk Centre,
Pinetown

Umlazi Mega City,
Umlazi

Cambridge Crossing,
Sandton

Bluff Shopping Centre,
Bluff

ENHANCED RESIDENTIAL
AMENITY OFFERINGS

Mpumelelo,
End Street Precinct, Doornfontein

12
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Panama House,
Johannesburg

Providing amenities has been
found to be successful in
differentiating our product in the
residential sector. To enhance our
offering to residents, we include
free Wi-Fi, recreational and gym
facilities, laundry facilities and
transport services. At our retail
properties, we provide shoppers
with 1 GB free data per day
when using the malls’ Wi-Fi and
SmartMall Application.

MEET CATCHMENT’S
PREFERENCES
An important component of our
neighbourhood and community shopping
centres is that they are a convenient
eat-out and fast-food destination. We
therefore explore every opportunity to
improve this and position the offering
to meet the particular catchment’s
preferences.

Midway Mews,
Halfway Gardens

Comaro Crossing,
Oakdene

PARTNERING WITH BEST LOCAL
AND INTERNATIONAL BRANDS

East Point Shopping Centre,
Boksburg

East Point Shopping Centre,
Boksburg

SA Corporate focuses on communitybased events, competitions, promotional
campaigns and additional amenities to
continue to attract customers.
Partnering with the best local and
international brands allows us to bring the
best that retail can offer to our shoppers’
local retail destinations.

East Point Shopping Centre,
Boksburg

CREATE AN ENVIRONMENT THAT
ENHANCES RETAIL SALES
For neighbourhood and community
shopping centres to be successful,
they need to fulfil the attributes of
the old town square and our brief to
the professional teams designing the
redevelopment of our properties, is that
they are to create a social environment
to meet and be seen.

Cambridge Crossing,
Sandton

East Point Shopping Centre,
Boksburg

Musgrave Centre,
Durban

SA Corporate Real Estate Limited Integrated Annual Report 2019
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OPERATING CONTEXT

SA Corporate has taken cognisance of a number of emerging and influential trends in setting its strategic
direction. These include, amongst others:
Malls are shrinking with increased
focus being placed on becoming
lifestyle destinations with a variety of
convenience offerings.

Demand shifting
towards community
and smaller centres

Consumers are more focused on
convenience shopping and favour local,
smaller centres close to home or work in
opposition to large malls.

Technology enables shoppers to have access
to more shopping options, creating direct
competition for bricks and mortar. The advance
of e-commerce is anticipated to be accelerated by
the effects of the COVID-19 pandemic.

E-commerce demands
good quality logistics

Urbanisation and selfstorage demand

Behavioural
changes in retail

S maller urban living spaces and urban
density have markedly increased the
demand for self-storage.

Increased mobility required by
millennials causes higher demand for
urban residential accommodation.

Consumer confidence has
spiralled downwards due
to challenging economic
conditions, reducing
consumer spend.

Modern logistics assets and
efficient supply chains are
imperative if retailers are to
remain competitive.

Buying patterns
are focused on
discounted deals.

Transaction sizes and
volumes have shrunk relative
to footfall.

The increasing cost of capital has been reducing corporate activity and is limiting
portfolio growth. This has resulted in a shift in emphasis towards unlocking value for
shareholders by recycling capital, as well as proactive asset management.

Increased cost of
capital

Consumer awareness
and demand
for a reduced
environmental
footprint is increasing.

Increased focus on
green initiatives

In the South African E-commerce market, the number of users
is expected to climb to 38.9 million by 2024.

USERS

Pressure from investors, tenants and
consumers, as well as the threat of carbon
taxes, will add impetus to this trend in future.
Younger generations have a greater propensity
to pay more for eco-friendly products.

Tenants strive
to reduce costs
through energy
and water
efficiencies.

Refer to

page 36 for our strategic response to these trends.

Percentage of consumers who would pay
more for eco-friendly products

40.0

In millions

30.0

25.9

28.2

30.5

32.6

34.5

36.2

37.7

38.9

20.0

10.0

0

‘17

‘18

‘19

‘20

‘21

‘22

‘23

61%

55%

46%

Gen Z
(16 – 21)

Millennials
(22 – 35)

Gen X
(36 – 54)

Baby
Boomers
(55 – 64)

‘24

Source: Statista January 2020
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58%
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Source: Global Webindex Q2 2018

STAKEHOLDER ENGAGEMENT

Every aspect of SA Corporate’s business involves interactions
with stakeholders on a regular basis. These stakeholder
relationships impact directly and indirectly on our business,
our reputation and our ability to create value for stakeholders.
For this reason, the Group has identified and prioritised all
individuals and entities who may affect, or be affected by, the
Group’s investments, operations and activities, as well as its
property sectors. Engaging with stakeholders forms a critical
part of the business strategy and SA Corporate invests in
understanding its stakeholders’ views and needs. The Group
recognises that the quality of these relationships impacts the
success of its business.

transparent information is accessible to all its stakeholders.

SA Corporate has formalised a stakeholder engagement
and communication process which is aimed at ensuring that

out this responsibility by considering and discussing specific

This process is documented in an information policy which sets
clear guidelines for the disclosure of information, particularly
price-sensitive information, at presentations and meetings
with shareholders, the media and investment analysts. The
Board and executive team also monitor and ensure that all
communication is accurate, transparent and complies with JSE
Listings Requirements.
SA Corporate’s stakeholder-inclusive approach balances the
needs and expectations of all stakeholders. The Social, Ethics
and Environmental Committee assists the Board in carrying
stakeholder issues at its meetings.

STAKEHOLDER GROUPS

Investors
and analysts

Property
managers

Employees

A stakeholderinclusive approach
that balances
needs, interests and
expectations of all
stakeholders

Tenants

Debt providers

Regulators,
industry and business
organisations

Communities

Local and national
government

The primary
stakeholder engagement
opportunities and
engagements encountered
during the course of 2019 are
provided on the following pages.
These stakeholder groups will remain
a valuable future area of focus.

SA Corporate Real Estate Limited Integrated Annual Report 2019
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STAKEHOLDER ENGAGEMENT CONTINUED

Our stakeholders

INVESTORS AND
ANALYSTS

Quality of relationship
Mutually beneficial relationship
with robust and healthy
engagement

PROPERTY
MANAGERS

Quality of relationship
Good-quality, value-adding
relationship

TENANTS

Quality of relationship
We have a strong and loyal tenant
base, as evidenced by our high
retention rates

COMMUNITIES

Quality of relationship
Generally mutually beneficial
relationships

16

Engagement methods

Stakeholder priorities

 Results presentations
 One-on-one meetings with major
shareholders and analysts
 SENS announcements
 Press articles
 Media announcements
 Roadshows
 Pre-close webinars
 Conferences
 Corporate website
 Annual Financial Statements
 Integrated Annual Report

 Acceptable and sustainable growth in
distributions
 Appropriate return on investment
 Sound corporate governance,
compliance and risk management
 Consistent financial performance
 Accurate forecasting and financial
reporting
 Good corporate citizenship
 Executive remuneration and incentives

 Monthly meetings with executives
and asset managers
 Communication of the Group’s
strategy
 Developing business plans, budgets
and forecasts to NPI level
 Quarterly review of key performance
indicators (“KPIs”)

 Performance of property managers
 Security of contractual arrangement
 Clear service level agreement with
well-defined KPIs
 Clarity around longer-term strategy
 Compliance with laws and regulations

 Meetings with centre managers and
on-site staff
 Strategic relations with national
retailers
 Partnering with tenants
 Property manager meetings
 On-site marketing consultants at
retail centres
 Tenant visits

 Loyalty and retention of tenants
 Reasonability of cost of occupancy
 Quality of property
 Location of property
 Tenant mix improvements
 Client service excellence
 Increasing foot traffic
 Increased competition
 Environmental pressure as far as it
impacts the tenant cost
 Accurate measuring of water and
electricity
 B-BBEE rating
 Administrative accuracy

 Variety of social outreach
programmes at our shopping centres
 Uplifting the community in the
inner-city by providing infrastructure
and educational facilities
 “Adopt a school” programme at our
malls
 Involvement in city improvement
districts
 Facilitating broad-based community
participation through corporate
social investment initiatives.

 Environmental impact
 Job creation
 Safety, security and cleanliness
 Responsible corporate citizenship

SA Corporate Real Estate Limited Integrated Annual Report 2019

Contribution to
value creation

Our response

Risks

Opportunities

 We aim to deliver
sustainable, quality
returns, which deliver both
profit and cash to our
shareholders
 Robust engagement keeps
us abreast of shareholder
needs and preferences

 Reputational damage
 Increased cost of capital
 Slowing distribution
growth

 A strengthened
investment case
 A share price valuation
that reflects appropriate
value for the Group
 Identifying opportunities
for improved disclosure
and value add
 Capacity to raise and
deploy capital in a
competitive environment

 Investors provide capital
to facilitate growth in the
business
 Analysts provide
market intelligence on
opportunities and peer
comparisons

 We maintain strong
relationships with welldefined expectations
and regular interaction
to ensure acceptable
performance and ongoing
healthy relationships

 Increased vacancies
 Reputational damage
 Properties that are not
well managed or well
maintained

 Well-managed and wellmaintained properties
attract tenants and
improves retention

 Drive effective and
efficient operations
through improved
property fundamentals
 Ensure the maintenance
of the properties is well
planned and executed
 Ensure the safety of the
tenants, customers and
employees

 We continuously strive
to accommodate tenant
requirements, within
acceptable parameters
 Improving the level of
amenities will receive focus,
in order to raise the quality
of affordable housing for
residential tenants

 Tenant concerns may
damage our reputation
 Inability of tenants
to afford the cost of
occupation
 Lack of tenant retention

 Early warning system
to protect against
reputational damage
 Resolving tenant
complaints quickly and
effectively leads to
increased tenant loyalty
 High retention reduces
costs of sourcing new
tenants

 The renting of available
space, enabling
SA Corporate to grow
its business

 We partner with our
communities and strive to
play our part for the success
and well-being of the
communities in which we
operate
 SA Corporate has this
year, as part of our social
investment, invested in
funding skills development
for disabled, previously
disadvantaged people

 A breakdown in
relationships in a
community could harm
our reputation and
increase vacancies
 A deterioration in the
environment surrounding
our properties will
ultimately impact their
value

 Strong community
relationships will support
mutually beneficial
outcomes for community
developments, as well as
increased footfall in our
malls and higher value for
our residential properties

 Encourages community
support for the business
 Better understanding
of the needs of the
community aligns the
business to communities’
needs
 Positive impact on the
communities

SA Corporate Real Estate Limited Integrated Annual Report 2019
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STAKEHOLDER ENGAGEMENT CONTINUED

Our stakeholders

EMPLOYEES

Engagement methods

Stakeholder priorities

 Staff meetings
 Intranet and e-mails
 Performance review and career
planning discussions
 Team-building events

 Job security
 Fair remuneration and incentives
 Conducive work environment
 Group values
 Financial sustainability, including
Group performance
 Training and career development
opportunities
 Employee well-being and safety
including undertaking measures to
prevent COVID-19 infection

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

 Competent treasury function
 Ability to service debt
 LTV ratio
 Adequate financial security
 Adhering to covenants

 Attendance and participation at
property industry conferences
 Liaise with JSE through sponsor
 Member of the REIT association

 Sector-specific issues
 Introduction of new legislation

 Regular meetings and consultations
 B-BBEE scorecard
 Employment equity reports
 Workplace skills plan and annual
training reports
 Johannesburg Property Owners and
Managers Association interactions
with the City of Johannesburg
 Lobbying
 Legal action

 Compliance with all legal and
regulatory requirements
 Service delivery
 Contribution to economic
development
 Urban regeneration
 By-law enforcement
 Elimination of illegal dumping
 Fight against poverty and
unemployment
 Transformation
 Collection of billings
 Maintenance of public open space and
infrastructure
 Broad-Based Black Economic
Empowerment

Quality of relationship
Strong relationship of trust and
mutual understanding

DEBT
PROVIDERS

Quality of relationship
Good-quality, value-adding
relationship

REGULATORS, INDUSTRY
AND BUSINESS
ORGANISATIONS

Quality of relationship
Mutually beneficial relationship

LOCAL AND NATIONAL
GOVERNMENT

Quality of relationship
SA Corporate’s belief in strong
and ethical leadership and
collaboration for sustainable
development, assists with our
relationship with government
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Contribution to
value creation

Our response

Risks

Opportunities

 We invest in skills
development to ensure that
our people are equipped to
provide excellent service
 We strive to remunerate
our staff well and provide
an appealing employee
proposition to attract high
calibre staff

 Negative perceptions from
employees might cause
disruption of operations
and unproductive
behaviour
 Lack of staff retention
leads to disruptions and
increased costs

 Ensuring a committed
and engaged workforce,
will lead to a satisfied
tenant base and profitable
growth

 Highly skilled staff
who are adequately
remunerated, incentivised,
and motivated to execute
our strategic objectives
 Staff retention

We keep our funders
informed through regular
reporting and engagement
and manage the organisation
within the required
parameters to reduce risk for
ourselves and funders alike

 Lack of capital
 Reputational damage
 Inappropriate LTV
 Breaching covenants

 Identifying opportunities
for improved disclosure
and value add
 Launching additional
funding instruments to
broaden the base of
potential funders
 Securing additional
facilities and/or less
onerous funding terms to
ensure liquidity

 Provision of funding
to facilitate business
objectives

We keep abreast of latest
trends

 Non-compliance with
industry regulations

 Co-operation with peers
shall lead to outcomes
that benefit all parties

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

We are committed to ethical
business and governance
practices and are willing to
collaborate to improve service
delivery for tenants

 Non-compliance or
a deterioration in
relationship with
regulators, may jeopardise
SA Corporate’s licence to
operate
 Non-payment of utilities
may lead to interrupted
service delivery

 Our established track
record assists us to obtain
access and co-operation
from the relevant
authorities

 Partnering to encourage
good service delivery
for our tenants and
community elevation
 Providing regulatory
frameworks which are
transparent and fair to all
parties
 Enforcing local and
national laws and
regulations to ensure
compliance

SA Corporate Real Estate Limited Integrated Annual Report 2019
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NURTURING OUR CAPITALS

SOCIAL AND
RELATIONSHIP CAPITAL

CityKidz was created as a social initiative by AFHCO to
address educational needs for inner-city children. The
Pre- and Primary school began operating in January
2008 and offers education for boys and girls from Grade
RR to Grade 7. At the start of the 2020 school year,
the school had 815 learners and 33 teachers. CityKidz
also has an aftercare service with over 130 registered
learners and is a member of the Independent Schools
Association of South Africa and is Umalusi-accredited.

815 learners
and 33 teachers

CityKidz is formulating a detailed plan on protecting
scholars from COVID-19 when returning to school after
the national lockdown.
In 2019, CityKidz won the District Inter-School Spelling
BEE for the second time, as well as the Maths
Olympiad, a clear indication of educational excellence.
CityKidz participated in both the Tshwane Youth Arts
Festival and the Kaleidoscope Revue Competition
at the State Theatre for the first time in 2019.
The competition was exceptionally intense, and
our children made it convincingly through to the
second round of the competition. We entered the
competition again in 2020 and look forward to this
invaluable experience.

bursaries to

eight

children

SA Corporate and AFHCO offered bursaries to eight
children in 2019 to enable them to join the school.
CityKidz was selected as the beneficiary of SA
Corporate’s Support Our Schools (“SOS“) Education
Campaign, launched in July 2018 to improve the
quality of education, with specific focus on the
communities around our retail properties.
A mini fun day was held as a Mandela Day activity,
during which the learners were entertained by a
magician and given party packs. Sponsorships were
also secured for the school in the form of full
bursaries for two pupils from Quatro Integrated
Services, stationery to the value of R5 000 from
Capmore Stationers and 25 bales of toilet paper from
Freedom Group Premium.

EXPANSION OF CITYKIDZ SCHOOL GROUNDS
The increased demand for learners wanting to attend CityKidz led to the decision to expand the school grounds and, with the
financial support of SA Corporate, eight spacious new classes were built adjacent to the school building and occupied at the
beginning of the 2020 school year. A new staff room with a lovely view of the city was also completed. The school now boasts
29 classrooms, a welcoming reception area, an administrative office, two deputy principal’s offices, a finance office, a principal’s
office and a sick room.
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OFFERING FREE WI-FI IN SHOPPING CENTRES
In the age of constant connectivity, consumers expect to have access to Wi-Fi when
they visit restaurants and shopping centres. SA Corporate’s role as a landlord has
evolved to become a facilitator between physical and social platforms. Free Wi-Fi
is, therefore, being offered at 21 of our shopping centres and includes the smaller
neighbourhood centres as well. Shoppers now have access to 1 GB free Wi-Fi per
day, so students can go for a cup of coffee and download their assignments and
go back the next day and do the same. This offering is in line with our convenience
retail strategy.

INSTALLATION OF CCTV SECURITY
CAMERAS
During 2019, AFHCO funded and
installed branded CCTV security cameras
over four city blocks in the Doornfontein
precinct. These cameras are linked to
a control room, which is manned 24/7.
In addition to the cameras, AFHCO also
funds the security of the precinct.

RETAIL CENTRE SOCIAL INITIATIVES
SA Corporate encourages and assists with a variety of social and community events at our retail shopping centres. These activities
are focused on community upliftment and relief and includes raising funds for charities, healthcare and education.

Funds in excess of R929 000 were
raised in 2019 across the portfolio
through shopping centre initiatives

MEGA FUN RUN
Umlazi Mega City assisted with the marketing support and sponsorship
of t-shirts for a fun run and expo to encourage healthy living. Funds
raised were donated to Masibambenini Care Centre and Life Beyond
Disabilities. The value of the sponsorship was R106 582.

PROMOTING MANDELA DAY

CANSA SHAVATHON, CLINIC

Seven of the shopping centres
held activities around Mandela
Day, specifically with the aim
of supporting school children.
We spruced up some classrooms
with a new coat of paint,
donated school shoes and
jerseys, as well as stationery
and food and arranged a
magic show for the learners at
CityKidz. We also hosted talks
to educate learners about the
dangers of substance abuse.
The amount raised exceeds
R190 000.

AND SHADES OF PINK FUN RUN
Eighteen of the shopping centres
across the portfolio participated
in raising cancer awareness. These
included a CANSA Clinic, a Shades
of Pink Fun Run and Shavathons
at several centres.

Over R70 000
raised for cancer

SUPPORTING AUTISM
The Musgrave Centre in KwaZulu-Natal sponsored “the blue and
you” fun run to create awareness of autism and raise funds for
children with this condition. The sponsorship included advertising
in the mall, on radio and through social media. R172 990 was raised
with this event.

The sponsorship also included t-shirts
and race packs for participants

RISE AGAINST HUNGER
Montana Crossing, in collaboration with Rise Against Hunger, packed 20 000 meals for
children during the 2019 festive season, with the help of local volunteers.

For more on these activities, please refer to SA Corporate’s Sustainability Report on

20 000 meals
were distributed

www.sacorporatefund.co.za.
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BUSINESS OVERVIEW

NURTURING OUR CAPITALS CONTINUED

NATURAL CAPITAL

SA Corporate has implemented proactive efforts to reduce its
environmental footprint and utilisation of natural resources.
Under the leadership of its Social, Ethics and Environmental
Committee, it aims to measure and minimise the impact of its
own operations, as well as that of its property portfolios in
all geographical areas in which it operates, including outside
South Africa’s borders, where sustainability legislation may
be less stringent. The Group firmly believes that 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 and
reducing impact and demand on the environment.

SA Corporate has focused on energy-saving initiatives, such as
bulk check meters, energy-efficient lighting and heat pumps, as
well as the installation of solar PV, where viable, to achieve its
objective. Based on the positive outcome of energy assessments
and solar PV feasibility studies at several of its retail properties,
SA Corporate has installed renewable energy across the
portfolio. These installations have achieved notable benefits in
terms of cost savings and reduced emissions.
Solar PV has been installed at 18 of SA Corporate’s shopping
centres. We are expecting to generate 12.6 MWh of energy
per year through these installations and reduce the municipal
electricity consumption substantially.

In 2019, SA Corporate
generated 8 198 MWh
of renewable energy,
resulting in an electricity
saving of R10.58 million
and saving 8 527 tonnes
of CO2e.

East Point Shopping Centre, Boksburg
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CARBON FOOTPRINT
To monitor its ongoing impact on the environment and identify
opportunities for further reductions, SA Corporate calculates its
annual carbon footprint, based on the equity share approach.
Under this approach, the Company accounts for its greenhouse
gas (“GHG”) emissions from operations according to its share
of equity in the operations.

In 2019, 181 (2018: 198) properties were included in the
assessment. These include 116 SA Corporate properties and
65 AFHCO properties. In partly owned properties, only SA
Corporate’s ownership share has been included.
The number of properties assessed was lower in 2019 due to
disposals, exclusion of leased office space and the combination
of certain properties.

Total greenhouse gas
emissions for 2019

214 640

In 2019, the electricity consumption
tCO2e per m² saving was 5.08% vs
5% over five years, commencing 2016.

tCO2e
for the period 2019, following the
greenhouse gas protocol
SCOPE 1

SCOPE 2

SCOPE 3

0.08%

7%

93%

180 tCO2e

15 217 tCO2e

199 243 tCO2e

SCOPE 3 ELECTRICITY

SCOPE 3 WATER

15%

197 802

1 441

85%

tCO2e

53%

tCO2e

47%

Tenants’ electricity consumption

Total water consumption

 SA Corporate (tenant) (168 353 tCO2e)
 AFHCO (tenant) (29 448 tCO2e)

 SA Corporate (675 tCO2e)
 AFHCO (766 tCO2e)

For more on these activities, please refer to SA Corporate’s Sustainability report on

Emissions
associated
with
electricity sold to tenants were
the highest contributor to the
carbon footprint at 199 243 tCO2e
(93% of emissions).
Electricity consumed by SA
Corporate and AFHCO in vacancies
and common areas follow at
15 217 tCO2e (7% of emissions).

www.sacorporatefund.co.za.
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BUSINESS OVERVIEW

NURTURING OUR CAPITALS CONTINUED

HUMAN CAPITAL

The employees of SA Corporate Group are regarded as a key resource for the organisation. Their knowledge and skills, as well as
their positive attitude, commitment and motivation are essential to meeting our strategic objectives, maintaining relationships
with stakeholders and suppliers. SA Corporate enables leadership development and encourages employee growth and engagement
through training, recognition and rewards.

RACE

GENDER

 Black 92%    White 8%

Male 47%   Female 53%

SA Corporate’s staff are employed by the management company (“Manco”) while AFHCO staff are employed through various
entities within the AFHCO Group. SA Corporate adopted its own remuneration policy and incentive scheme aligned to shareholder
interest measured against a business scorecard (refer to
page 100 of the Remuneration report for the 2019 performance).
The AFHCO team has grown with the expansion in the residential business in order to ensure that we maintain AFHCO as a fully
integrated business.
Please refer to the Broll performance against KPI table on
https://www.sacorporatefund.co.za

page 16 of the SA Corporate Sustainability report found online at

Some or our key performance indicators are listed below:

Description
Number of employees
Average age of employees
Average tenure of employees (years)
Total staff turnover %
Number of staff trained during the year
Number of employee training interventions
Black employees as a % of employees trained
Total spent on training during the year
Total remuneration
Black employees as a % number of employees
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2019

2018

189
39.8
4.2
20%
93
23
91%
R636 295
R59 057 627
92%

191
38.9
4.4
31%
65
37
86%
R653 196
R51 448 216
92%

%
change
(1)
2
(5)
(35)
43
(38)
6
(3)
15
–

INTELLECTUAL CAPITAL

Our intellectual capital is comprised of our brand, knowledge, systems, procedures and protocols. We also aim to grow the
SA Corporate brand as a property investment brand for prospective investors and for the AFHCO brand to become the residential
property brand of choice.

MSCI AWARDS
The MSCI South Africa Direct Property
Investment Awards recognises top performing
South African property funds, as measured over
three and ten-year periods. At the annual function in
November 2019, SA Corporate won the following awards:
 
Category winner of highest total return annualised over
three years to June/December 2018 in a Balanced Fund;
 
Category winner of highest total return annualised
over three years to June/December 2018 in the
Retail market sector; and
 
Overall winner of the highest total return
annualised over three years to June/
December 2018.

Cambridge Crossing,
Sandton
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BOARD OF DIRECTORS

BOARD STRUCTURE

INDEPENDENT NON-EXECUTIVE DIRECTORS

MABOTHA ARTHUR MOLOTO (51)
BA (Hons); Postgrad Eco Principles; MSc
in Finance and Financial Law

C

South African
Appointed: 7 July 2014
Chairman of the Board
Independent non-executive director

ADV ORATILE REFILOE MOSETLHI (40)
LLB
South African
Appointed: 17 July 2019
Lead independent non-executive director

ANDRÉ VAN HEERDEN (63)
BRek (Hons); CA(SA); IMD; AMP
South African
Appointed: 17 July 2019
Independent non-executive director

GREGORY JAMES HERON (54)
BCom; DipAcc; CA(SA)
South African
Appointed: 17 July 2019
Independent non-executive director
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C

Audit Committee

Remuneration
Committee

IT Steering Committee

Risk and Compliance
Committee

Investment
Committee

C

Chairman

Nomination
Committee

Social, Ethics and
Environmental Committee

I

By invitation

ROBERT JOHN BIESMAN-SIMONS (65)
BCom; CTA; CA(SA)

C

South African
Appointed: 19 August 2010
Independent non-executive director

NAIDENE FORD-HOON (FOK) (51)
BCom; CTA; CA(SA)

C

South African
Appointed: 17 July 2019
Independent non-executive director

EMILY MAURISTENE HENDRICKS (46)
Dip in Teaching; LLB; LLM ; CISL (High impact
leadership)

C

South African
Appointed: 2 April 2014
Independent non-executive director

EBRAHIM SULEMAN SEEDAT (68)
BCom; DipAcc; CA(SA)

C

South African
Appointed: 1 September 1998
Independent non-executive director
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BOARD OF DIRECTORS

CONTINUED

EXECUTIVE DIRECTORS

TERENCE RORY MACKEY (58)
BSc Eng; Postgrad Dip Eng; CPFA; Pr Eng; Pr CPM
South African
Appointed: 1 August 2012
Chief Executive Officer

I

I

I

I

C

ANTOINETTE MARGARET BASSON (50)

I

BCom; CTA; CA(SA)

I

South African
Appointed: 17 February 2011

I

Chief Financial Officer

I

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 CVs of all directors can be accessed from the Company’s website at www.sacorporatefund.co.za

BOARD COMPOSITION

STRUCTURE

RACE

 I
ndependent
non-executive 80%
 
Executive 20%

GENDER

 Black 60%
 White 40%

 Male 70%
 Female 30%

AVERAGE TENURE
 0 – 5 years 60%
 
6 – 10 years 30%
 
>10 years 10%

EXPERTISE
20

Legal

70

Property

80

Finance/Accounting

AGE
 4
0 – 50 years 20%
 
50 – 60 years 50%
 
60 – 70 years 30%
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MANAGEMENT REPORTS

CHAIRMAN’S STATEMENT

The South African economy continued
to be characterised by muted growth,
constrained household consumption,
high levels of unemployment, political
instability and interruptions in key services,
particularly water and electricity.

ARTHUR MOLOTO
Chairman: SA Corporate Real Estate Limited

The property sector continued to be significantly affected by:
 
property fundamentals impacted by oversupply in many
sectors;
 increasing vacancy levels; and
 
discernible pressure on rentals and arrears, which has
intensified in the COVID-19 period.
SA property returned 1.9% on a 12-month basis, relative to SA
equities returns of 12.0%, SA bonds at 10.3% and SA cash at
7.3%. Property’s underperformance relates to poor economic
fundamentals, as well as low levels of investor confidence
in the sector. At a discount to net asset value of 14% at
31 December 2019, the market seems to have recognised these
headwinds and have valued the sector accordingly. Over the
long-term (10 years) however, property continued to perform
in line with equities with annualised returns of 10.8% and have
outperformed both bonds and cash by a large margin.
A notable trend in the market is that valuers have started
adjusting assumptions on future market rental growth
downwards across all sectors, given weak property
fundamentals, which is leading to write-downs in property
valuations. SA Corporate’s like-for-like traditional portfolio
valuations decreased by 1.0% over the prior year to
R10.8 billion, while the total portfolio, excluding the Zambian
JVs, remained fairly flat at R17.37 billion (2018: R17.44 billion).

SA CORPORATE STRATEGY
The Group’s strategy continues to focus on restructuring
its portfolio with a firm view on sustainable distribution
growth. The Group has been concentrating on disposing of its
commercial portfolio, recycling capital to improve the quality of
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its industrial portfolio, refreshing and re-tenanting its shopping
centres and focusing the retail portfolio on defensive services
and convenience. It also continues to build a quality residential
rental portfolio that offers investors additional diversification.
The Group is constantly realigning its strategy with emerging
trends. This includes, amongst others, the rise of e-commerce,
which is compelling malls to position themselves as lifestyle
destinations and is also increasing demand for good-quality
logistics properties. In addition to the shifts in the retail and
industrial portfolios, SA Corporate is also positioning itself to
take advantage of increasing urbanisation and the demand for
urban residential accommodation.
Unreliable energy supply and tenant demand for cost
efficiencies have added impetus to our efforts to increase usage
and implementation of solar PV, energy-saving devices and
recycling of water. These efforts have also served to improve
the attractiveness and the value of our portfolios.

BOARD AND COMPANY SECRETARIAL CHANGES
Adv J Molobela passed away on 27 June 2019 and our sincere
condolences go out to his family. Ms GP Dingaan retired as a
non-executive director on 28 May 2019 and Ms U Fikelepi and
Ms A Chowan resigned as non-executive directors on 21 June
2019 and 29 July 2019, respectively.
Ms EM Hendricks was appointed as interim Chairman from
14 June to 15 July 2019, where after I was appointed as Chairman.
Ms N Ford-Hoon (Fok), Mr A van Heerden, Mr GJ Heron and
Adv OR Mosetlhi were appointed to the Board as independent

non-executive directors on 17 July 2019. Adv Mosetlhi was
appointed as Lead Independent Director on 5 December 2019.
Kilgetty Statutory Services Proprietary Limited resigned as
company secretary on 18 April 2019 and was replaced with
Luvivi Proprietary Limited, on 13 May 2019, who have since
been replaced by Tasja Kodde on 17 February 2020.
37 Yaldwyn Road,
Jet Park

GOVERNANCE
In the aftermath of the changes to our Board this year,
we are satisfied that the Board is stable and re-energised,
particularly with the introduction of four new members to
further supplement critical skills in governance, as well as
property experience. We believe that our reconstituted Board
of directors provides the right balance of skills and experience
to steer the Group towards the return and continuance
of sustainable distribution growth and long-term capital
appreciation for investors. Further Board appointments will be
made in due course to address tenure and independence.
The Board is satisfied that the reappointment of Mr Mackey
and Mrs Basson has brought stability and continuity to the
management team. In respect of management succession and
additional capacity, the Board has identified the need to further
strengthen the management team with the future appointment
of a Head of Corporate Finance and a Chief Operating Officer
and announcements in this regard will be made in due course.

EXPRESSIONS OF INTEREST
The Group received a number of non-binding expressions
of interest (“NBEOIs”) from credible third parties relating to
proposed offers for and/or mergers with SA Corporate. The
Board established an independent Board sub-committee and
appointed corporate advisors to advise the Board in respect of
such NBEOIs.
The SA Corporate Board announced in August 2019 that the
proposals had been considered and found not to be in the
best interests of the Group, nor its shareholders, and therefore
resolved not to pursue implementation of any of the proposals
contained in the NBEOIs. The Board’s reasoning for the
rejection of the proposals predominantly related to price, with
the value of the proposals submitted representing a substantial
discount to the value of SA Corporate as determined by the
external corporate advisors.

SOCIAL AND ENVIRONMENTAL CONSIDERATIONS
The Board has determined that more focus is required in respect
of B-BBEE and transformation. Our people are reasonably
transformed with black employees representing 92% of total
staff, 53% of management and 60% of the directors of the
Board. More focus is, however, required in respect of enterprise
development, procurement and training, amongst others.
An area where SA Corporate has made pleasing progress is in
the installation of solar PV and other energy saving devices.
We installed solar PV in 18 of our properties and reached
production of 10.54 MW of power PV in 2019. Management

has identified another two properties to receive solar PV
installations, producing a further 1.91 MW in 2020.

THE YEAR AHEAD
The advent of the COVID-19 coronavirus pandemic has
step-changed economic and political risk and presents an
unprecedented challenge for political and business leaders whose
decisions will impact lives and livelihoods and will determine the
extent and duration of the economic downturn. SA Corporate
has taken necessary steps to safeguard its employees, tenants,
suppliers and shareholders including prudent steps to preserve
cash reserves and liquidity in this uncertain time.
More detail is provided in the
Chief Executive Officer’s
review and the Chief Financial Officer’s review.
We are concerned about the property sector’s performance
in 2020, given the absence of signs of improvement in
trading conditions and the continued challenges related to
COVID-19, state-owned enterprises and the global economy.
The domestic economy remains under significant pressure.
This is likely to continue to put strain on vacancies, collections,
rental reversions and renewals. Once again, cost containment,
differentiation and investment in defensive portfolios remain
key performance drivers.
SA Corporate remains committed to a predominantly South
African-focused investment strategy. Our aim is to continue
to strengthen the quality of our portfolio and pursue
redevelopments that will enhance distribution growth.
The Group’s 2020 performance will be adversely affected by
significant negative reversions in the industrial portfolio and
lost NPI from buildings sold in 2019, as well as the emerging
fallout from COVID-19.
Shareholders should note that the Board has withdrawn the
previous dividend guidance in light of the challenges described
above.

APPRECIATION
On behalf of the Board, I would like to thank our shareholders
for their continued support, collaboration and guidance this
year. I would also like to acknowledge and appreciate the valued
contribution and guidance of my fellow Board members and to
thank the SA Corporate staff for their continued dedication and
loyalty in a year of significant change and uncertainty. We thank
our tenants, customers, suppliers and other stakeholders for
their backing and continued interest in the Group.
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CEO’S REVIEW

57 Sarel Baard Crescent,
Centurion

RORY MACKEY
Chief Executive Officer

Operating in a continuing fragile
South African economy the company
is focussed on refining its property
portfolio to generate defensive income.

2019 was a challenging year for the Company with annual
distribution per share declining by 9.9% to 38.04 cents per
share, relative to 42.22 cents per share in the prior year. Trading
conditions deteriorated substantially, especially in the second
half of the year, as evidenced by increased vacancy, reduced
turnover rental and non-GLA income, as well as higher arrears.
AFHCO’s trading in the Johannesburg inner-city was affected by
unfortunate xenophobic attacks during August 2019.
NPI declined by 5.6% to R1.35 billion and by 1.5% on a like-forlike basis. The Group successfully retained 74% of its 2019 expiring
leases, at a negative rental reversion of 3.0% on its traditional
portfolio, and 59.5% at a negative rental reversion of 2.2% on
the AFHCO portfolio.
The Group’s net asset value per share decreased by 6.1%
to 477 cents (December 2018: 508 cents), of which 4.3%
was attributable to the downward valuation of investment
property to reflect worsening market conditions.
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At year-end, the Group’s portfolio comprised 193 properties
(2018: 200), excluding three Zambian properties held as a
50% joint venture investment. Properties under management
decreased by 0.4% to R17.37 billion comprising 43% retail,
26% industrial, 28% AFHCO and 3% commercial, with the bulk
of the portfolio in Gauteng (68%) and KwaZulu-Natal (24%).
We have curtailed our acquisition pipeline as one of a number of
capital management initiatives and also due to the prospective
investments in current economic conditions offering poorer
returns. R121 million of residential properties on the AFHCO
portfolio transferred in 2019, with a further R239 million of
properties being contracted. All of the latter substitutes loans to
developers, including part of that outstanding from Calgro M3.
R322 million of developments were completed in 2019,
R225 million of which was in respect of our flagship student
accommodation property, Mpumelelo, in the End Street Precinct
and the balance was on retail redevelopments including Boxer
at Jeppe Street Post Office and Decathlon at East Point.

Morning
Glen shopping
centre

East Point
Shopping
Centre

We continue to make progress with migrating towards convenience shopping. The grocer
offering now includes a new Food Lover’s Market together with an upgraded Pick n Pay, to be
complemented by a niche convenience grocer. In the re-tenanting of the property, in excess of
5 200m² is to be dedicated to speciality convenience, 2 000m² to food and 4 000m² of destination
retail. Leasing is 90% complete with the first phase trading at the end of November 2019 and
the second phase in 2020.

With the downscaling of Game from 11 000m² to 6 000m² at East Point, we wanted to introduce
destination retail to increase foot traffic. The drivers of this are 2 000m² to be occupied by
a successful foreign brand, Decathlon, and Crazy Pets to occupy a further 1 000m². “Back of
house” and mezzanine space is to be utilised by converting this to defensive self-storage of
3 000m². The Decathlon store opening attracted 34 295 visitors in the first month. The addition
of Decathlon adds healthy competition for known brands in the country as well as providing
more choice for the consumer at East Point.

We have contracted and executed disposals of R834.4 million. The disposals are aligned with our strategy of divesting from nonlogistics, poorer quality industrial properties and exiting the commercial sector in favour of a more focused property portfolio.
The Group’s LTV at year-end was 37.9%. We are mindful of property valuations being under pressure and intend using a proportion
of divestment proceeds to settle debt. Furthermore, by curtailing our redevelopment pipeline, the REIT anomaly of having
distributions enhanced by capitalised interest, is to be mitigated. We refinanced R4.6 billion of our debt in the first half of 2019
and extended maturities in 2020.
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CEO’S REVIEW CONTINUED

SEGMENTAL PERFORMANCE

RETAIL

41.2%
of total portfolio

The success of the Group’s repositioning of its
retail portfolio through redevelopment and
re-tenanting has enabled it to remain defensive
in the face of increasing competition and
demanding trading conditions. Retail generated
a like-for-like NPI growth of 1.4%. Despite
trading density growth of 5.8%, renewal
reversions of negative 5.4% were experienced
as retailers reduced their margins to retain
customers in a depressed economic climate,
exacerbated by electricity outages from load
shedding. Vacancies represented 4.2% of GLA
as at December 2019, compared with 4.1%

in the prior year. These vacancies are being
addressed and 20 new leases have been signed.
The weighted average lease expiry (“WALE”)
of the retail portfolio was 3.6 years at the
end of the financial year. Grocer tenants are
being targeted to enhance the convenience
offer of our shopping centres and increase
the WALE.
The greater focus on non-GLA income
culminated in growth of 9.4% in this category
in 2019.

INCOME ENHANCEMENT FROM ALTERNATIVE REVENUE
SOURCES
As a consequence of the consumer being under pressure and increasing
competition from e-commerce, income enhancement from our retail
portfolio is critical.
18 solar PV installations were completed in 2019 with another two (Sarel
Baard and North Park) to be added by 2020 to increase generating capacity
with 1.91 MW, expected to achieve savings of R33 million in 2020.
Our Wi-Fi roll-out is now implemented at 20 properties and, in addition to
enhancing the visitor experience, is anticipated to generate income from
website advertising.
Shopping centres’ existence will be dependent on their success in
becoming a lifestyle destination and we continue with our experiential
campaigns to achieve this.

INDUSTRIAL

24.4%
of total portfolio

Industrial properties experienced a decline in
like-for-like NPI of 4.0%. The latter was primarily
as a consequence of the substantial negative
renewal reversions, specifically the lease
reversions in respect of leased properties by blue
chip logistics companies in the second half of
2018, the increased land lease rentals imposed
by Transnet on the Maydon Wharf leasehold
properties, as well as increased vacancies.
As at the end of December 2019, of the
112 244m2 of expiring leased space, 72%
of tenants were retained at a flat renewal
reversion. The renewal reversion is skewed
by a lease escalation at 37 Yaldwyn Road
where the tenant was retained on a month-tomonth lease, prior to lease negotiations being
concluded. Should this outlier be removed, the
renewal reversion would be negative 3.1%,
which is a truer reflection of the tough trading
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conditions which prevail. Contracted escalations
for the portfolio for the period were 7.4%.
There has been a gradual decline in contracted
escalations and further decline is anticipated as
pressure for inflation-linked escalations increase.
Vacancies increased from 0.2% in June 2019 to
3.2% in December 2019. This represents 20 000m2
of GLA, for which the re-tenanting and divestment
prospects are positive. Of the vacancies, 82% is
attributable to a property in Springfield, in KwaZuluNatal. A sale agreement has been concluded for the
sale of the property above book value and transfer
is anticipated in due course. The vacancy excluding
the latter would have been 0.6%.
The industrial WALE as at December 2019
was 2.47 years and was negatively impacted
by expired leases. This will be significantly
improved by the long-term leases currently
being concluded in Jet Park.

AFHCO

26.2%
of total portfolio

51 Pritchard

COMMERCIAL

3%
of total portfolio

AFHCO’s full year like-for-like NPI growth was
1.8%, with growth for the first six months of
the year of 4.1%, relative to negative 0.8% for
the second half of the year. Residential rentals
increased at an average of 3.9%. The second
half of the year was negatively impacted by the
xenophobic crisis referred to in the introduction.
Residential vacancies have increased from 5.1%
at the end of June 2019 to 8.2% at the end of
December 2019. The increase in vacancies over
the festive period at year-end is seasonal and
expected. 1 200 leases have been concluded
since the beginning of the year.

The redevelopment of 51 Pritchard is an exciting project which leverages off our presence
in the Johannesburg inner-city to establish a dominant urban shopping centre in one of the
busiest retail nodes in the country. The shopping centre is to be anchored by Shoprite, with
3 300m² being dedicated to groceries offered by two retailers. Apparel is to occupy 5 400m²
and banking 420m². Leasing is currently at 83% with the remainder in the final stage of
negotiation.

The Group is underweight in the Commercial
sector in keeping with its investment strategy.
We continue to divest from offices, with the
additional sales of three buildings in 2019 and
another three in 2020. The vacancy level in the
Sandton node has been further exacerbated
by strong competition. Green Park Corner, a
20-storey office building located in this node,
contributes 87% to the NPI contraction of 16%
experienced in this portfolio.
The commercial portfolio is small relative to
the total portfolio in respect of GLA, with only

ZAMBIA

5.2%
of total portfolio

Of the 10 700m2 of expiring retail leased space
in 2019, 60% of tenants were retained at
a negative 2.2% renewal reversion. This is
compared with the contracted escalation of
inforce leases of 8.5%. Retail vacancies reduced
from 4.8% in December 2018 to 4.1% in
December 2019. Whilst retail lease renewal
reversions were a negative 2.2% for the year,
these were affected by the lease renewal of
primarily smaller premises averaging 67m2
that were over-let. The average rental for
these premises was R760/m² and were renewed
at an average reversion, in the interests of
sustainability, of negative 16.7%. Excluding
these over-let premises, the remainder of
AFHCO’s retail portfolio was renewed at 0.9%.

5 705m2 of leased space having expired in 2019.
Of the expired leased space, 52% was retained
at a renewal reversion of 2.7%. This was affected
by the 12% positive reversion achieved on a lease
renewal at Nobel Street, Bloemfontein; excluding
this outlier the reversion was negative 4.4%.
The short WALE of 1.6 years provided by the
commercial offices, for which despite best efforts
there is little remedy, supports the rationale
for the divestment from this property class in a
continuing fragile South African economy.

SA Corporate has a 50% participation in a property joint venture in Zambia, which consists of three
properties, East Park Mall, Acacia Office Park and Jacaranda Mall. The 50% NPI generated by the
Zambian portfolio in USD decreased by 3.3%. However, due to the depreciation of the ZAR against
the USD over 2019, the equivalent NPI growth in ZAR was 5.5%.
The vacancy for East Park Mall remained largely stable in 2019, being 1.6% at the end of December
2019. The vacancy at Acacia Office Park increased from 1.1% to 4.5% at the end of December 2019.
All of the latter vacancy is under offer to a South African national financial services group. Jacaranda
Mall in Ndola suffered an increase in vacancy from 6.6% to 11.6% at the end of December 2019. Offers
have been received for 691m2, representing 4.9% of the space, which will potentially reduce vacancy
to 6.8%.

SA Corporate Real Estate Limited Integrated Annual Report 2019

35

MANAGEMENT REPORTS

CEO’S REVIEW CONTINUED

Calderwood Lifestyle Estate,
Benoni

OUR STRATEGY IN ACTION
Our aim is on maximising a resilient and defensive
South African investment portfolio that will give
sustainable growth. The fundamental tenet of our
strategy is to continue to reposition our platform to
achieve this growth, as depicted below.

Enablers
Portfolio focus

Sustainable
distribution

 
Human capital development
 
Operational optimisation



Convenience retail

 
Financial sustainability



 uality industrial property
Q
portfolio



Divesting from commercial



Execution discipline

 
Quality residential rental
portfolio

A BACKTO
TOBASICS
BASICS MINDSET
A BACK
MINDSET

We see there being four enablers to our portfolio focus to
deliver sustainable distribution growth. I am pleased to advise
that our Board is particularly supportive of capacitating our
asset management team. Operational optimisation speaks to
emphasising the basics of reducing vacancies and arrears and
increasing our WALE. We have increased our in-house strategic
retail leasing team and have a team of 54 incentivised leasing
agents in AFHCO. To manage arrears, we have a definitive
process to conclude settlement offers with distressed tenants
and have reviewed the panel of attorneys engaged in tenant
arrear litigation. AFHCO have introduced a more proactive
process to expedite the vacating and replacement of tenants
unable to meet their rental obligations.
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Financial sustainability is top of our agenda and includes
lowering our gearing from disposal proceeds and curtailing
our development pipeline to reduce the impact of capitalised
interest. To ensure there is discipline in respect of execution, a
detailed business plan has been presented and approved by the
Board, supported by rolling three-month action plans directing
deliverables.
In the pages that follow, we set out our portfolio focus, why we
have selected these sectors, as well as how we are implementing
our vision.

WHY – convenience retail?
CONVENIENCE OFFERINGS ARE NON-DISCRETIONARY
Resilient trading densities in respect of food offering despite current economic climate, more than 60% higher than food stores in super
regionals.

ANNUALISED TRADING DENSITY

52.8K
32.0K

27.3K

33.4K

38.4K

32.4K

31.8K

27.7K
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38.2K
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48.8K

50
40

53.6K
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0

Apparel

Department Stores

Food

Trading density is the ratio of sales to m2 of retail premises.
 Super regional    Community
Source: MSCI Real Estate

PHARMACEUTICAL SPENDING NON-DISCRETIONARY AND AN IMPORTANT CONVENIENCE FACTOR
Consistent growth experienced in the sale of pharmaceutical, health and beauty products, supported by improving living standards,
urbanisation and longer life expectancy.

OCTOBER 2019 YEAR-ON-YEAR% CHANGE IN RETAIL TRADE SALES
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Food, beverages and tobacco in specialised stores
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Pharmaceuticals and medical goods, cosmetics and toiletries
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1.60
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All other retailers

3.20
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0
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Source: Stats SA publication STATISTICAL RELEASE P6242.1
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CONVENIENCE RETAIL IS DEFENSIVE
Higher trading density growth, driven by grocer and food service offerings and lower cost of occupancy make tenants more resilient.

ANNUALISED TRADING DENSITY GROWTH TREND (2012-LATEST)
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IMPROVING INCOME RETURNS OF SMALLER FORMAT CENTRES
Higher total return than larger format centres since June 2015, becoming more pronounced.

TOTAL RETURN – BI-ANNUAL
Super Regional vs. Community Centres
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SA CORPORATE PORTFOLIO IS WELL POSITIONED

CONVENIENCE RETAIL IS LESS SENSITIVE TO E-COMMERCE

 Grocer GLA 29% of total portfolio

COMPETITION

 Over half of shopping centres cater to convenience shopping

Expected revenue in the e-commerce market amounts to

 Our focus is on community and neighbourhood shopping centres

R55 119 million in 2020 and is forecast to increase by almost 40% over

that dominate their catchment areas

the next five years. Convenience retail is better able to diversify away
from retail segments most susceptible to e-commerce invasion.

MSCI SECTORAL SPREAD BY GLA
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Community shopping centre 2.6%
Local convenience centre 30.0%
Neighbourhood shopping centre 23.6%
Other retail 4.3%
Regional shopping centre 11.7%
Small regional shopping centre 27.8%
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CONVENIENCE RETAIL
Refreshing and re-tenanting our retail shopping centres, concentrating the retail portfolio on
food services and convenience.

HOW?

ENHANCE GROCER OFFERING

1

2019
 New Food Lover’s Market-Morning Glen
 Woolworths upgrade-Cambridge Crossing
 Pick n Pay upgrade-Comaro Crossing,
Stellenbosch Square and Morning Glen
 Food trading density increased by 11%
year-on-year to R3 500/m2

2020
 Additional grocer – Musgrave Centre
 Shoprite – 51 Pritchard, Johannesburg
inner-city
 Grocer – Northpark Mall
 Shoprite Liquor – Bluff Towers
 Pick n Pay Liquor – Stellenbosch Square

PROMOTE HEALTH AND BEAUTY

2

 Pharmaceutical – Clicks extensions undertaken
at six centres
 Spas and salons – introduced in five centres
 Medical centre and dental clinic at two centres

 Gyms and fitness centres – introduced at five
centres
 Strategic relationship being explored with
wellness market leader

IMPROVE SERVICES

3

Introduced the following services:
 Laundromats
 Postal Agency
 Tailor

 Self-Storage
 Fitment Service Centre
 Pet products and services

EXPAND FAST FOOD

4

 Midway Mews Chicken Licken is the brand’s
top site in South Africa
 Convenience centre fast food: trading density
of R3 467/m2 (11% up from 2018)

 Exploring “Dark Kitchens” in unlettable space
at East Point and Musgrave Centre

EASE OF ACCESSIBILITY

5

 Improved vehicle access and free parking –
eastern area at East Point, Celtis Ridge and
Morning Glen
 Parking reconfiguration planned for
Coachmans Crossing to provide short-term
parking for convenience shopping

OPTIMISE

DISPOSE

 Improved vertical circulation – 51 Pritchard,
Morning Glen, Cambridge Crossing and
Northpark Mall

REDEVELOP
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QUALITY INDUSTRIAL
Consolidating a quality industrial portfolio – primarily in logistics to tenants with covenant strength.

WHY?
 Positive investor sentiment in respect of logistics

Online shopping in South
Africa grew by 43% from
2016 to 2018

 Tailwinds from e-commerce

(Paypal & Ispos)

 SA Corporate is favourably positioned for the future
We are currently accelerating our efforts to consolidate our
industrial property portfolio to be of a higher quality, focused
on logistics. The logistics sector has been boosted by structural
changes in online retailing, changing retail and consumption
patterns and pressure for more efficient and integrated models
of distribution. E-commerce in South Africa remains in its
infancy but is increasing exponentially. As e-commerce tend
to require distribution centres of up to three times the size
of traditional retail distribution centres and increased height,
we expect that demand for big box industrial properties will
continue to increase. These trends have created increased
demand for specialised logistics properties, have boosted
returns in this sector and have improved the attraction for
investors, affording the sector a premium rating since the
beginning of 2018.

The divestment from poorer quality industrial properties,
undertaking major modernisation redevelopment and enduring
substantial negative reversions to maintain tenant covenant,
have repositioned the SA Corporate industrial portfolio over
recent years. This has culminated in improved portfolio quality,
with close to 70% of the portfolio now comprising high-quality
logistics properties, with more than 60% of the portfolio having
triple net leases. This was supported by substantial investment
in South Africa’s premier pharmaceutical distribution centre
with a current valuation of R576 million. We have developed
strong relationships with major logistics players and have a
track record of redeveloping properties to meet tenant needs.

HOW?
We aim to leverage these benefits to further improve the quality of our industrial portfolio through
three key initiatives:

1

Secure tenancy with covenant strength

In these fragile economic times, securing long-term covenant
strength is our top priority. This is the backbone of our strategy
of having a defensive industrial portfolio.
We are currently finalising securing early renewed tenancy of
115 000m2 prior to expiry of our largest warehouse properties.
Tenant retention for us is essential. We have taken the position
to suffer short-term rental sacrifice in the interests of securing
dependable and predictable future cash flows. To secure a
12-year lease (with an option to terminate the lease on a portion
after five years) from a JSE multi-national in Beryl Street, Jet
Park, prior to expiry at the end of February 2021, we have
needed to absorb a negative 46% rental reversion. This against
competition from new developments who offered rentals lower
than what we have managed for the current site. 70 000m2 is
let to a division of a dominant logistics group who have decided
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to close the division. We are in final stages to conclude a lease
with a large listed fast moving consumer goods (“FMCG“)
group whose warehousing of goods and logistics are currently
managed by the logistics group from the site. To secure a fiveyear lease escalating at 5% per annum, we are required to
reduce our current rentals by 33%. Lastly, we have renewed the
lease with a national retailer of aftermarket automotive parts
and accessories for the 18 000m2 facility in Denver which was
to expire in December 2020, for five years at a 7% per annum
escalation, with a negative reversion of 23%. The negative
impact to our 2020 financial year distribution because of the
above renewal of 115 000m2 is R35.6 million.
As a company, we are committed to protecting value, being a
function of the present value of future cash flows as well as the
security of those, rather than a focus on near-term distribution.

115 769m

2

27 681 m2

of rental reversion
Beryl Street, Jet Park

12-year lease (with an

- 46%

70 037 m2

option to terminate the lease
on portion after five years)

6% escalation
-5% reversion year 6

Yaldwyn Road, Jet Park

- 33%

5-year lease
5% escalation

18 051 m2
Denver

- 23%

2

5-year lease
7% escalation

Divest from properties not meeting investment criteria

In refining the quality of our industrial portfolio, we continue to divest from properties not meeting our investment criteria.
SA Corporate has divested of R551 million of non-core industrial properties at a weighted average exit yield of 9.0%. The total
selling price exceeded book value, validating the reliability of our external valuer’s valuation of our properties.
Refer to the Property review: industrial portfolio,

3

page 60 for a list of disposals.

Redevelop properties to meet tenant operational requirements

We are committed to partnering with our tenants to redevelop properties to meet their requirements, provided this does not
detract from the generic characteristics of the property. A good example of this is the 990KW solar PV installation on South Africa’s
premier pharmaceutical distribution centre rooftop which will provide our tenant a share in the electricity cost saving, in addition
to the yield that SA Corporate derives from its investment.
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DIVESTING FROM THE REMAINING COMMERCIAL PROPERTIES

WHY?
 Increasing vacancies
 Poor rental prospects
 Increasing tenant installation, capital expenditure required

South African office vacancy
levels have doubled from
1.1 million m² to 2.1 million m²
in the last 10 years

 Changing work behaviours
We consider that commercial property will continue to be a
poor performing sector given current oversupply, with more
coming online in poor economic conditions. In addition, future
work behaviours are not supportive of a recovery. Regrettably
our portfolio, albeit small and diminishing, has been no
exception to the rising trend in vacancies, approaching 16%
at the end of December 2019. Sector-wide, inflation-adjusted
asking rental growth has declined by more than 10% since
2010, while competition is driving increasing requirements
for substantial tenant installation to secure new tenancies.
This is whilst the amortisation of the expense increases with
shortening lease terms is exacerbated by tenant failures.

benefits are to be able to work from any location and to have
a flexible work schedule. Employers attract talent by offering
greater work flexibility, enabled by new technologies as well
as the proliferation of co-working spaces that were considered
places of leisure a decade ago. As the workforce introduce
more millennials and Gen Z, it is expected that these trends
can only become more prevalent, further reducing demand for
office space.
The working from home trend is anticipated to be higher
than pre COVID-19 with greater adoption of remote working
techniques including the more pervasive use of personal videoconferencing applications.

According to a recent study, administered by an international
benefits provider, two of the most desirable employment

HOW?
SA Corporate’s response is simply to divest. We have sold 38%
of the portfolio in the past two years, with the emphasis on
disposing of poorer quality properties. We are pleased with
the progress that has been made with the disposal process
and particularly that we have been able to do so above book
value. It is our intention to sell the balance of our commercial
properties at best possible pricing.

However, our largest 20-storey office block, Green Park Corner,
in Sandton, will be a challenge to sell and we need to divest
in a manner that does not erode value. In the meanwhile, we
continue with our leasing efforts, explore a shared workspace
initiative and execute building improvements to enhance the
attractiveness of the property.
Refer to the Property review: commercial portfolio,
for a list of disposals.

page 66

37 Yaldwyn Road,
Jet Park
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ESTABLISHING A QUALITY RESIDENTIAL RENTAL PORTFOLIO

WHY?
Residential property offers investors diversification to other South African property sectors and
capitalises on the trend of greater mobility and flexibility in respect of residential needs.
THE RESIDENTIAL SECTOR IS UNDER-REPRESENTED IN THE SOUTH AFRICAN LISTED SECTOR
Despite higher than average global returns, residential exposure in SA REITs is substantially lower than the global REIT norm.

GLOBAL RESIDENTIAL TOTAL RETURN
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ROBUST GROWTH PROSPECTS
Increasing urbanisation in SA and inner-city densification will continue to stimulate demand for affordable residential rental
property. This will be further strengthened by the desire for greater mobility, which is more dominant in younger generations.
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DEFENSIVE CHARACTERISTICS

AFHCO’S COMPETITIVE ADVANTAGE

Reduced tenant dependency risk due to tenant diversification
over large tenant base. Rental accommodation is relatively
non-discretionary – resilient through economic cycles and
AFHCO tenants generally pay in advance.

The AFHCO platform and its competitive advantage is a
significant contributor to the rationale for being exposed
to residential property.

Portfolio
sector
Retail
Industrial
Office
Residential

Number of
tenants
691
95
48
9 600

Valuation
(Rbn)
7.2
4.5
0.5
4.8

Tenants
per Rbn
96
21
88
2 000

AFHCO’s almost 10 000 units are diversified
between the inner-city and suburbs with the
former representing two-thirds of the total.

 Current residential focused listed funds are illiquid,
do not have critical mass and do not solicit strong
investor interest
 Well established vertically integrated business
 Team of 170 people with strong competencies and
23 years’ experience in this sector
 One of South Africa’s largest residential property
managers
 Established relationships with developers
 Ability to sell apartments at a premium to net asset
value (“NAV”)
 Continuous improvement in IT and systems

Quality refinement through recycling of portfolio from old to new developments

Textile Centre, Johannesburg

Mpumelelo,
End Street Precinct, Doornfontein
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HOW?
Portfolio
optimisation

Divestment of
poorer quality,
low growth
properties

Reduced
pipeline to
promote focus

Johannesburg
inner-city
lifestyle
developments

Jeppe Street
Post Office,
Johannesburg

 Annual calendar of marketing initiatives of a
trusted brand
 
Loyalty programme developed, targeting
specific market
 
Real-time market competitive rental analysis
and yield management
 Planned unit and common area refurbishment
programme
 Wi-Fi and amenity roll-out for common areas

 Solar PV generation, energy efficient lighting
and equipment and standby functionality to
address load shedding
 
Operational excellence in customer services,
facility management and cleaning
 
Holistic security solution – CCTV and onsite presence interfacing with control room
engaging tactical response

All AFHCO properties are being analysed in
respect of their quality, growth prospects and
ease of sale:
 
Review of residential rental portfolio to
establish poorer quality, low growth properties
not meeting investment criteria
 Sale of sections to owner occupiers in the firsttime homeowner subsidy market

 Aesthetic upgrade to enhance sales
 
Marketing and sales team target Finance
Linked Individual Subsidy Programme (“FLISP”)
buyers
 Historic cost competitive vs new build

With renewed emphasis on capital management
and targeted yields being under threat due to
poor economic conditions, the Group has reduced
the acquisition and development pipeline, which
enables a greater degree of focus. This has
entailed the cancellation of the Calgro M3

pipeline in Cape Town and the cancellation of
the Founders Hill joint venture with M&T. We are
currently re-evaluating the Menlyn East End joint
initiative with M&T and will make a final decision
once we have fully analysed the prospects of this
development.

We have two primary mixed-use precincts in the Johannesburg inner-city which we are in the final stages
of redevelopment:
 
The End Street precinct, with 1 832 units already occupied, is our largest residential exposure.
The 9 242m2 of retail is anchored by a Shoprite. Lifestyle amenities including gym, park, soccer
fields, medical facilities and integrated precinct security. A further 90 residential units and
3 496m2 of retail is in progress.
 
Jeppe Street Post Office, situated in the hub of the Johannesburg inner-city, comprises
244 residential units, has almost 9 000m² of retail anchored by Boxer and a full range
of amenities. In progress are another 242 apartments, a 410m² food court, further
amenities, enhanced precinct security and storage for cross border buyers to attract
this patronage to our retail offering.

120 End Street,
Doornfontein

Jeppe Street Post Office,
Johannesburg
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STRATEGY IMPLEMENTATION

FRAGILE SOUTH AFRICAN ECONOMY

DEFENSIVE INCOME FOCUS

Increase exposure to grocer
and convenience offering
Leasing vs target

Retail
KPIs

AFHCO
Leasing responsive to
changing market and
catchment demand

KPIs

Leverage a quality, security and amenity
offering, concentrated in mixed-use
precincts in close vicinity to transport
nodes, to be competitive
NPI
Vacancy
Quality, security and
amenity activation vs target

Vacancy

Strong tenant covenant
and longer lease terms,
notwithstanding short-term
rental sacrifice
Leasing vs target

Industrial
KPIs

Position portfolio to be
quality logistics by divesting
properties not meeting
investment criteria and
having vacancy risk

Green
strategy
KPIs

Continued roll-out of rooftop PV solar
installations
MW rolled out

Divestment vs target

Commercial
KPIs

Divest methodically at best
possible pricing
Vacancy
Divestment vs target

IMPACT OF THE COVID-19 PANDEMIC
SA Corporate supports the action taken by the South African
government to limit the spread of COVID-19. The health and
safety of our employees, service providers, tenants and all
customers and members of the public using and/or visiting our
facilities, remain our first priority and we are committed to
implementing all measures required to ensure their protection.
The following measures have been implemented at our
properties to ensure safety:
 Marketing campaigns through the in mall screens, posters,
outdoor billboards and social media are utilised to inform
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Capital
structure
KPIs

Managed to be supportive of
sustainable distribution
Distribution vs cash
LTV

and educate the staff and customers of the actions taken
within our retail centres and what they are required to do to
stop the spread of the coronavirus.
 Hand sanitisers have been made available and the frequency
and intensity of cleaning procedures and protocols has been
intensified.
 
We have ensured trading tenants are adhering to the
regulations during the National Lock-down in close
cooperation with SAPS.
 Paid parking has been stopped to ensure contactless access
and select entrances to the malls have been closed to
manage access control.

 Centres are using floor markings to ensure social distancing
outside of the essential product trading stores, the public
are encouraged to wear masks, and security and cleaning
personnel are provided with masks, sanitizers and
disinfectants.
 The retail centres are currently exploring means of recording
and maintaining a register of people visiting the centre via
the existing Wi-Fi system and SmartMall App, to assist with
contact tracing in the event of potential confirmed cases or
outbreaks.
 For the AFHCO portfolio an infected tenant action plan has
been formulated should a suspected or confirmed infection
occur in the residential portfolio. The action plan identifies
the protocol to deal with such an occurrence from initially
being informed of a possible infection, arranging necessary
medical personnel to visit and/or contact the tenant,
confirmation of infection, isolation and possible quarantine,
tenant assistance by way of grocery delivery or other support
to promote isolation, daily follow up with the tenant,
sanitising the apartment and/or building, support for
building staff, communication to tenants and communication
with other stakeholders.
Social distancing is also maintained for our employees, with all
employees, whose work does not dictate otherwise, working
from home.

required in the circumstances. The Board will be in a better
position to assess the financial situation of the Company
after the results of the first six months of 2020 have been
determined and will communicate the status of the dividend
to shareholders at that time.
In addition, shareholders should note that the Board has
withdrawn the distribution guidance for the year ended 31
December 2020, given the uncertainties described above. The
Board will provide further guidance once there is clarity and
more certainty on the impact of the COVID-19 pandemic on its
operations.

LOOKING AHEAD
Operating in a continuing fragile South African economy, the
Company is focused on refining its property portfolio to
generate defensive income. To achieve this:
 Exposure to grocer and convenience offering in our shopping
centres is to be increased, together with leasing responsive to
changing market and catchment demand to ensure that low
vacancies are maintained.
 Industrial lessees with strong tenant covenants and longer
lease terms are to be secured, notwithstanding the shortterm rental sacrifice that may be required. The industrial
portfolio is to be positioned to be quality logistics and

In current conditions we expect arrears to increase and have
received indications from a number of our tenants, including
certain national tenants, that they intend to withhold some or
all of their rental payments during the period of the lockdown.
The Board and management have taken steps to ensure that
the Company preserves its cash reserves and liquidity during
this time. Measures have been put in place to reduce operating
costs and capital expenditure and to optimise cash flows.
Shareholders are also referred to our dividend announcement
below.
The very uncertain economic period in South Africa requires
hands-on management and continuous monitoring of, and
adapting to, the fast-changing environment. We have
implemented protocols to react quickly to ensure business
continuity and mitigate any interruptions that may occur for
our tenants and stakeholders.

DIVIDENDS AND WITHDRAWAL OF DISTRIBUTION
GUIDANCE
SA Corporate declared a final gross cash distribution of 17.66
cents per share for an aggregate amount of R444 101 687.98
for the period 1 July 2019 to 31 December 2019. In light of the
COVID-19 pandemic and the actions described above, the
Board has resolved to pay the final distribution to shareholders
in two tranches, as follows:
1. an aggregate of R204 211 585.98, or 8.12061 cents per share
will be payable on Monday, 11 May 2020; and
2. 
payment of the balance in the aggregate amount of
R239 890 102.00 is postponed to September 2020. However,
should a further solvency and liquidity test not be met at
that time, this payment will have to be postponed further, as

properties not meeting investment criteria, and which have a
risk of vacancy, are to be sold.
 Remaining commercial office properties will be methodically
disposed of at best possible pricing.
 
The quality, security and amenity offering of AFHCO’s
residential properties concentrated in mixed-use precincts in
close vicinity to transport nodes will be leveraged to be
competitive.
 Rooftop solar PV installations will continue to be rolled out.
 
The capital structure will receive attention to ensure it is
supportive of sustainable distribution.
Amidst the turmoil which was triggered by the COVID-19
pandemic locally and globally, there is a need for calm heads
and cool decision-making. SA Corporate will continue with its
efforts to protect stakeholders’ interests by safely navigating
through this event and positioning itself to participate in
opportunities that present themselves post the pandemic.

APPRECIATION
The 2019 financial year was particularly challenging. I am
proud and highly appreciative of the continuing commitment
and determination of the SA Corporate team, as well as our
business partners, during a very demanding time. I would also
like to express my appreciation for the guidance and support
extended to my team and me, by the Board as well as our
shareholders.
RORY MACKEY
Chief Executive Officer
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MANAGEMENT REPORTS

CFO’S REVIEW

ANTOINETTE BASSON CA(SA)
Chief Financial Officer

FINANCIAL OVERVIEW
Total distributable income of
(2018: R1 068.2 million)

R960.0 million

Annual distribution of 38.04 cents
(2018: 42.22 cps), a decline of 9.9%

per share

Independently valued property portfolio of
(2018: R17.80 billion)

R17.37 billion

 4.6 billion of debt refinanced at a weighted average
R
margin of 1.77% above three-month JIBAR
Loan to value ratio of

37.9% (2018: 34.6%)

Weighted average cost of funding of
swaps and 8.47% inclusive

8.15%

Weighted average maturity of debt of
 ffective fixed debt of
E
tenor of 3.4 years
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exclusive of

2.9 years

72.4% with a weighted average

INTRODUCTION
The financial review is reflective of the way SA Corporate
manages and analyses the information related to its business,
and represents a condensed view of SA Corporate’s annual
financial results for 2019.
This review should, therefore, be read in conjunction with the
full Annual Financial Statements available on the SA Corporate
website in which Deloitte & Touche, the Group’s auditors,
expressed an unmodified audit opinion in respect of the
financial statements. The accounting policies, as set out in the

Audited Financial Statements for the year ended 31 December
2019, have been consistently applied.
SA Corporate generated distributable income for the year of
R960.0 million (2018: R1 068.2 million). Total distribution per
share for the year was 38.04 cents, representing a reduction
of 9.9%, relative to 42.22 cents per share declared in the prior
year. The distribution has been impacted by negative rental
reversions, increased vacancies and higher administered costs,
as well as increased provision for expected credit loss and
bad debts from tenant failures, as the challenging economic
environment and the impact of the COVID-19 pandemic
continue to put pressure on tenants.

DISTRIBUTABLE STATEMENT
December
2019
R’000
NPI
NPI
NPI
NPI

–
–
–
–

like-for-like
developments
acquisitions
buildings sold

NPI
Taxation on distributable earnings
Income from investment in joint ventures
Net finance costs
Net income from investments
– Dividends from listed investments
– Impairment of unlisted investment
Distribution related expenses
Antecedent distribution
Distributable earnings
Distribution per share (cents)
Interim
Final

944
309
65
29

584
605
755
142

1 349 086
(190)
73 752
(431 474)
11 386
12 908
(1 522)
(44 113)
1 527
959 974
38.04
20.38
17.66

December
2018
R’000
959
336
60
73

224
602
052
463

1 429 341
(136)
61 668
(391 958)
13 954
13 954
–
(44 653)
–
1 068 216
42.22
21.70
20.52

%
Variance
(1.5)
(8.0)
9.5
(60.3)
(5.6)
(39.7)
19.6
(10.1)
(18.4)
(7.5)
–
1.2
–
(10.1)
(9.9)
(6.1)
(13.9)

NPI from acquisitions
increased by 9.5% to
R69.8 million in the
2019 financial year

Northgate Heights,
Randburg
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CFO’S REVIEW CONTINUED

NET PROPERTY INCOME

LIKE-FOR-LIKE NET PROPERTY INCOME REDUCED BY 1.5%

REVENUE
DECREASED BY 1.1%

LIKE-FOR-LIKE PROPERTY
EXPENSES INCREASED
BY 6.9%

TRADITIONAL PORTFOLIO

MUNICIPAL COSTS

 16.7% GLA expired during the year

 Representing 58.2%% of total expenses increased

 Tenant retention of 74%
 Negative reversions 3%
 Enforce escalations down 0.2% at 7.5%
 Vacancies increased by 2.1%

by 10.8%
 Main contributor to the increase in expense to

revenue ratio to 40.2% from 36.0%
 Further solar PV installations of R46 million to

reduce electricity
containment

consumption

and

cost

AFHCO PORTFOLIO
RESIDENTIAL
 Residential increases of 3.9%
 Increase in annual average residential vacancies

from 5% to 7.3%

RETAIL
 2.5% of AFHCO retail GLA expired during the year

OTHER COSTS
 Increased credit loss provision of R31 million and

R19 million bad debt write off, arising from
challenging and economic climate and inner-city
unrests.

 Retail tenant retention of 59.5%
 Negative rental reversions of 2.2%
 Enforce escalations of 8.5%

NPI from developments declined by 8%, with the reduction
of R27 million, arising primarily from loss of income due
to redevelopment and slower take up of vacancies post
redevelopment.
NPI from acquisitions increased by R6 million. This is attributable
to a reduction in vacancy in redevelopments acquired by
AFHCO, most notable for the properties acquired from the
unbundling of the joint initiative with Calgro M3.
Proceeds from disposals were utilised to fund operational capital
expenditure, as well as retail and residential developments.
The income from the Zambian joint initiative increased by
R12 million. This is attributable to reduced vacancies in the second
half of 2019, the refinancing of the Zambian in-country debt
at more favourable rates and the weakening of the ZAR/USD
average exchange rate from R13.23 to R14.45 against the USD.
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FINANCE COSTS
Net finance costs increased by 10.1%, due to an increase in
debt of circa R574 million. The debt proceeds were used to
fund acquisitions, redevelopments and capital expenditure.
R4.6 billion of short-dated debt was refinanced to achieve
longer tenors, at a weighted average marginal rate of 1.77%
above the three-month JIBAR rate (2018: 1.78%).
Interest income reduced due to the settlement of loans from
certain developers through the acquisition of units. The
increase in net finance costs was offset by net income in respect
of favourable swaps, as well as increased capitalised interest of
R25 million in respect of redevelopments.

IMPAIRMENT OF UNLISTED INVESTMENTS
SA Corporate has raised an impairment from unlisted shares of
R1.5 million, which relates to the investment in Edcon, arising
from a 40.9% reduction in rental in return for shares. We have
fully impaired the shares having selected the deferred option.
This achieves the same effect as the rental reduction option,
without the negative value added tax impact.

Edcon released an announcement on 29 April 2020 in relation
to its commencement of voluntary business rescue proceedings.
Edcon occupies 9 569m2 of the total GLA and the net rental
exposure of the Group to Edcon is 0.27% at 30 April 2020. SA
Corporate will review the business rescue plan once it is made
available but remains exposed in respect of the 59.1% rental
not subject to impairment.

RECONCILIATION OF PROFIT AFTER TAX TO HEADLINE EARNINGS AND DISTRIBUTABLE EARNINGS
ATTRIBUTABLE TO SHAREHOLDERS
31 December 2019
Audited

31 December 2018
Audited

R’000

cps

R’000

cps

235 603

9.32*

847 850

33.50*

Profit after taxation attributable to shareholders
Adjustments for:
Capital loss on disposal of investment properties
Fair value loss on investment properties in joint ventures
Non-controlling interest – fair value gain/(loss) on
investment properties
Fair value loss on investment properties
Gain on acquisition of subsidiary

9 256
53 529

9 242
17 375

17 325
563 652
(1 850)

(15 825)
88 384
–

Headline earnings
Depreciation
Dividend from investment in listed shares not yet declared
Foreign exchange adjustments
Non-distributable expenses
Non-distributable expenses on investment in joint ventures
Non-distributable taxation
Revaluation of interest rate swap derivatives
Revaluation of investment in listed shares
Antecedent distribution
Straight-line rental adjustment
IFRS 16: Interest on lease liability
IFRS 16: Depreciation on lease asset
IFRS 16: Lease expense

877 515
6 468
(971)
(15 686)
17 166
129
(5 920)
84 513
11 794
1 527
(15 630)
(9 076)
5 933
2 212

34.73*

Distributable earnings attributable to shareholders

959 974

38.04

1 068 216

42.22

Interim
Final

515 769
444 205

20.38
17.66

549 038
519 178

21.70
20.52

947
6
(2
94
22
7
(1
(24
41

026
201
092)
075
450
417
815)
874)
300
–
(21 472)
–
–
–

37.42*

* Calculated on weighted number of shares in issue and excludes non-controlling interest.

INVESTMENT PROPERTY
Property valuations as at 31 December 2019 are based on
independent external valuations, performed by Quadrant
Properties Proprietary Limited.
The value of the Group’s property portfolio, which excludes
the three Zambian properties, decreased by R66.5 million,
or 0.4%, to R17.37 billion (2018: R17.8 billion). The like-forlike portfolio held for the full 12 months to December 2019
reduced by R109.6 million or 1.0% from December 2018. The
net reduction comprised R131.7 million of capital expenditure
with a reduction in fair value of R241.3 million.

Capitalisation and discount rates used in property valuations
have been reviewed by the independent valuer to reflect
worsening market conditions. These have widened in respect
of certain small regional and super regional shopping centres,
where increases of 0.25 basis points in December 2018 were
followed by a further increase of 0.50 basis points in the
December 2019 valuation. In respect of the industrial portfolio,
these were impacted by the substantial negative reversions.
Capitalisation rates used for the AFHCO portfolio were largely
unchanged. There was an increase in the perpetual vacancy
assumption used in the valuations, particularly in respect of
the AFHCO portfolio. The total reduction due to valuations is
circa R550 million.
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VALUATION INPUTS
Capitalisation
rate (%)
2019

Property type
Industrial
Retail
Commercial
AFHCO*
Portfolio total

Capitalisation
rate (%)
2018

Discount
rate (%)
2018

Discount
rate (%)
2019

Growth in
like-for-like
portfolio (%)

9.7
9.2
9.5
10.5

9.6
9.1
9.2
10.5

15.7
15.2
15.5
–

15.6
15.1
15.2
–

(2.5)
2.0
(13.3)
0.1

9.8

9.7

15.5

15.4

(1.0)

* AFHCO properties are not valued on a discounted cash flow basis, but on the basis of capitalisation of the net income earnings due to the shortterm nature of the leases.

INVESTMENT PROPERTIES GROWTH ANALYSIS

19 500
19 000

Acquisitions Improvements/
Development
costs

Developments and operational capital expenditure of
R740 million was incurred in 2019. Of this amount,
R503 million relates to development capital expenditure
(including R84 million of capitalised interest), while
R237 million was spent on operational capital expenditure
and mini refurbishments. Some R46 million of the operational
capital expenditure relates to solar PV installations at 13
retail properties, at a weighted average yield of 15.9%.
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(428)

740
Investment
Calgro NCI
properties
adjustment
December 2018
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Disposals

17 373

16 500

(548)

17 000

121

17 500

(313)

18 000

17 801

R million

18 500

Fair value
adjustment

Investment
properties
December
2019

SA Corporate disposed of eight properties for R428 million,
relative to a net book value of R408 million. Of these
properties, four were in the industrial sector, three were offices
and one was a residential building.
The properties sold to Calgro M3 as part of the restructure
of the joint initiative, reduced the non-controlling interest by
R313 million.

NET ASSET VALUE (“NAV”)
NET ASSET VALUE

Cents per share

476.8

(3.0)

1.8

(2.0)

(2.5)

450

(3.4)

475

(22.3)

500

508.2

525

425
400
375
350
325
300

Opening
NAV
1 January
2019

Revaluation Revaluation
Foreign
Share
of
of swaps adjustment repurchase
investment
i.r.o.
properties
Zambian JV

The NAV per share decreased by 6.1% from 508 cents to
477 cents per share, mainly due to:
 
negative fair value adjustments in investment property
of R548 million or 22.3 cents per share (4.3% of the NAV
reduction);
 a negative contribution from marked-to-market adjustment
of R85 million in respect of interest rate swap derivatives or
3.4 cents per share (0.7% of the NAV reduction);
 
a decrease in the net investment in the Zambian joint
venture and foreign exchange adjustment of R79 million or
2.5 cents per share (0.5%);
 a reduction in the declared distributions of R75 million or
3.0 cents per share (0.6%); and
 a reduction relating to the repurchase of shares R52 million
or 2.0 cents per share (0.4%).
These decreases were offset by other non-distributable reserve
movements (an adjustment to the opening balance for the
change in the number of shares, employee share scheme,
deferred tax and depreciation, amongst others) of R31 million,
increasing NAV by 1.8 cents per share or 0.4%.

Other
movement

Net
Closing NAV
reduction 31 December
in
2019
distribution

Distributions paid represents the December 2018 and June
2019 declarations of R519.2 million and R515.8 million
respectively. Cash and cash equivalents at year-end were
R193.6 million (2018: R206.6 million).

FUNDING
Funding is well diversified across the four largest South African
banks. The Group’s funding strategy is to fund investments from
a diverse set of lenders with a common security pool, held via
a security Special Purpose Vehicle. This creates pricing tension
while ensuring lender investment exposure is of equal quality.
R6.9 billion of debt facilities were drawn at 31 December 2019.
It is also the strategy to improve predictability of the funding
costs, by ensuring that at least 70% of all variable debt is fixed
through the use of interest rate swap derivatives, at pricing
supportive of investment returns, while maintaining a leverage
percentage of less than 40% of total property investments.
Mindful of property valuations being under pressure, the
Company intends utilising a portion of disposal proceeds

CASH FLOW GENERATION

to settle debt. The interest cover ratio reduced to 2.6 times

Cash generated from operations excluding distributions
to shareholders, reduced by 3.8% to R1.44 billion.

(2018: 2.8 times). Undrawn facilities at year-end amount to
R386.0 million.
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GROUP DEBT STRUCTURE AT 31 DECEMBER 2019 (EXCLUDING FIXES)
378 Term Loan (US$) 3.69%

Nov ‘20
Dec ‘20

500 Term Loan (Syndication) 8.62%

Dec ‘21

500 Term Loan (Syndication) 8.75%
550 Term Loan (Syndication) 8.65%

Dec ‘21
May ‘22

300 Term Loan (Syndication) 8.34%

May ‘22

300 Revolving Credit 8.39%
629 Term Loan (Syndication) 8.45%

May ‘22
86 Revolving Credit 8.25%

114

Jun ‘22

-132 Cross Currency (ZAR) 8.81%

Sep ‘22

140 Cross Currency (US$) 3.98%

Sep ‘22

1 000 Term Loan (Syndication) 8.81%

Dec ‘22
-120 Cross Currency (ZAR) 8.79%

Jan ‘23

140 Cross Currency (US$) 4.36%

Jan ‘23

637 Term Loan (Syndication) 8.47%

May ‘23

513 Term Loan (Syndication) 8.62%

May ‘23
77 Amortising 6.88%*

Apr ‘24

585 Term Loan (Syndication) 8.57%

May ‘24

564 Term Loan (Syndication) 8.68%

May ‘24

307 Term Loan (Syndication) 8.74%

May ‘25

300 Term Loan (Syndication) 8.79%

May ‘25
0

200

400

600

800

1 000

1 200

 Amount drawn (Rm)     Amount available (Rm)
* Amortising debt repayable in 2024.

The weighted average cost of debt, excluding and including interest rate swaps, was 8.15% and 8.47%, respectively. The weighted
average swap margin, including cross currency swaps, was 0.32% (2018: 0.16%) and the weighted average debt margin was 1.72%
(2018: 1.70%). The weighted average tenor of loans including the cross-currency swaps is 2.9 years.

DEBT REPAYMENT PROFILE AT 31 DECEMBER 2019

8.6
2 000

2 454

2 500

9.0
8.2

8.8

7.9

10
9
8

6.4

7

1 500

0

1 158

4
3

608

1 067

895

500

1 186

5
1 000

‘20

‘21

‘22

 Rm   

‘23

‘24

%

Rm

6

‘25

2
1
0

Rate

The graph above reflects the debt repayment profile as at 31 December 2019 post the refinancing earlier in the year of 63% of shortterm facilities, amounting to R4.6 billion, which added to 2.5 years to tenor of debt for a one basis point increase in interest cost.
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GROUP DEBT STRUCTURE AT 31 DECEMBER 2019 (INCLUDING FIXES)
378 Term Loan (US$) 3.21%

Nov ‘20
Dec ‘20

500 Term Loan (Syndication) 9.00%

Dec ‘21

500 Term Loan (Syndication) 9.13%
550 Term Loan (Syndication) 9.03%

Dec ‘21
May ‘22

300 Term Loan (Syndication) 8.73%

May ‘22

300 Revolving credit 8.78%
629 Term Loan (Syndication) 8.83%

May ‘22
86 Revolving Credit 8.63%

114

Jun ‘22

132 Cross Currency (ZAR) 9.19%

Sep ‘22

140 Cross Currency (US$) 3.98%

Sep ‘22

1 000 Term Loan (Syndication) 9.19%

Dec ‘22
120 Cross Currency (ZAR) 9.18%

Jan ‘23

140 Cross Currency (US$) 4.36%

Jan ‘23

637 Term Loan (Syndication) 8.86%

May ‘23

513 Term Loan (Syndication) 9.00%

May ‘23
77 Amortising 6.88%*

Apr ‘24

585 Term Loan (Syndication) 8.95%

May ‘24

564 Term Loan (Syndication) 9.06%

May ‘24

307 Term Loan (Syndication) 9.13%

May ‘25

300 Term Loan (Syndication) 9.17%

May ‘25
0

200

400

600

800

1 000

1 200

 Amount drawn (Rm)     Amount available (Rm)
* AFD fixed rate debt.

The LTV has increased from 34.6% at 31 December 2018 to 37.9% as at 31 December 2019. Total debt drawn increased by 8.96%
to R6.982 billion (2018: R6.408 billion). The reduction in fair valuation contributed to a 1.1% increase in LTV.

INTEREST RATE SWAP EXPIRY AT 31 DECEMBER 2019

8.0
7.1

8

7.1

6.4
2 000

6.4

7

1 968

7.5

2 500

6
5

1 155

4

0

‘20

2

340

‘19

3

744

250

500

240

1 000

‘21

‘22

%

Rm

1 500

‘23

‘24

‘25

1
0

 Total swaps at December ‘19 (Rm)     Weighted average of interest rate swaps expiring (%)
At year-end, 72.38% of total debt drawn was fixed through a combination of fixed rate debt and interest rate swaps in respect of
the variable debt for a period of 3.4 years.
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SHARE REPURCHASES
During the year, 15 957 242 shares were repurchased at a weighted average price of 313 cents per share.

COVENANTS
The covenant with lenders limits the LTV to 45% inclusive of guarantees. The Board has, however, elected to impose a debt
funding limit of 40% to align itself with SA Corporate’s long-term strategic level. 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
Corporate loan to value (including guarantees)
Corporate interest cover ratio
Transactional loan to value – including all facilities
Transactional loan to value (including mark to market value) including all facilities
Transactional interest cover ratio

Ratio
requirements

Actual

<45.0%
>2.0
<60.0%
<65.0%
1.75

37.9%
2.6
51.5%
52.4%
2.5

A full list of covenants are disclosed in note 20 of the AFS.

CHANGE IN EXTERNAL AUDITORS
In June 2017, the Independent Regulatory Board of Auditors
published a rule on mandatory audit firm rotation for auditors
of public interest entities, whereby audit firms shall not serve
as the appointed auditor of a public interest entity for more
than 10 consecutive years.
As advised in the SENS announcement released on 13 March
2020, the SA Corporate Board resolved to early adopt mandatory
audit firm rotation and the external audit services provided by
Deloitte & Touche will be terminated once all audit-related
services in respect of the financial year ended 31 December
2019 have been finalised.
 https://www.sacorporatefund.co.za/index.php/investorrelations/sens-announcements
My gratitude goes to Deloitte & Touche for their service and
commitment over the past 25 years.
Following a comprehensive process, PricewaterhouseCoopers has
been nominated as the new external auditor for the 2020
financial year. This appointment is subject to shareholder
approval at the annual general meeting (“AGM”) to be held on
30 June 2020.

FINANCIAL AND CAPITAL IMPACTS OF THE
COVID-19 PANDEMIC
In addition to the matters raised in the reports of the Chairman
and CEO, I wish to draw attention to the following impacts of
the COVID-19 pandemic on our business:
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The pandemic, and the measures imposed to contain the
spread of the pandemic, have negatively impacted the local
economy, the way we manage our business, and the business of
our suppliers and tenants and introduced new risk to our
business.

RENTAL COLLECTION AND ARREARS MANAGEMENT
The various levels of lockdown in addition to an already
strained economy has affected our tenants’ ability to trade
either completely or partially. SA Corporate supports measures
designed to assist our tenants during the lockdown and used
the Property Industry Group, a collective of property industry
associations, recommended relief and assistance packages as a
guide in engaging our tenants affected by the lockdown.
Our asset managers and property managers are actively
engaging our tenants on an individual basis in responding to
the relief request from our tenants. Rentals are invoiced
monthly in advance with operational costs and recoveries in
arrears. Collections amounted to 63.4% of total revenue
invoiced for the month of April 2020.

PROPERTY VALUATIONS
It is undeterminable how long the pandemic will last and the
ultimate impact this will have on the value of the investment
property. Under these circumstances, one should err on the side
of prudency in respect of the key assumptions underpinning
property valuations.
Preliminary discussions with our external valuer indicate that,
in addition to the impact of reduced NPI in the short term, the
current pandemic is likely to impact valuation assumptions in
respect of capitalisation and discount rates, demand growth
assumptions, perpetual vacancies and expected credit loss.
Please refer to note 7 of the AFS for the sensitivity analysis
relating to the movement in discount and growth rate
assumptions. It is estimated that the combined impact of the
above adjustments could result in a reduction in property
values of between 3% to 6%, from those disclosed in the AFS
as at 31 December 2019.

CAPITAL MANAGEMENT
Given the unforeseen prevailing COVID-19 pandemic, and
the concomitant consequences thereof, SA Corporate has
been closely monitoring and evaluating our short-term
working capital requirements and ability to consistently
meet the financial covenants for the expected duration of
this unprecedented event.
In addition to payment of the H2 2019 distribution in tranches
as detailed in the CEO’s report, management has implemented
the following cash conservation measures:
 Curtailed expenditure by limiting it to essential expenditure
only

 Reducing uncommitted capital expenditure
 Reconsidering the feasibilities of capital projects
 
While current development activity has ceased our
development management team is actively engaging with
contractors and developers regarding the management of
current developments and committed costs
 Actively managing the current disposal pipeline to facilitate
the successful completion of disposal processes, thereby
unlocking cash for the settlement of debt and funding of
essential expenditure.

LOAN COVENANTS
The key loan covenants are detailed above and more detailed
disclosures are included in note 20 of the AFS.
We have assessed the impact of conservative forecast scenarios
on our ability to comply with loan covenants. In addition we
have made an application to lenders for relaxation of certain of
the loan covenants so as not to place the obligors in an
unwanted legal position during this temporary period of
market volatility and further work is being done with our
lenders in order to navigate this crisis in a systematic and
regulated manner.

APPRECIATION
My sincerest appreciation goes to my team for finalising the
results and financial statements in very trying circumstances.
I would also like to extend my gratitude to the Audit Committee
and the Board for their ongoing guidance and support.
ANTOINETTE BASSON CA(SA)
Chief Financial Officer

Midway Mews,
Halfway Gardens
Midway Mews,
Halfway Gardens
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INDUSTRIAL
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26.3%

of total portfolio
by rental
Gauteng

40

29

KwaZulu-Natal

2019 AT A GLANCE
South Africa

74 properties

1

Eastern Cape

Western Cape

Total GLA

4

647 814m²
and

43% of portfolio GLA

Total portfolio value

R4.5 billion
Weighted average
discount rate

Logistics comprises

58

15.7%

63.7% of portfolio

Weighted average
capitalisation rate

WALE

9.7%

2.5 years

Weighted average
contractual escalation

7.4%

Vacancies by GLA

3.2%

Cost to revenue ratio

29.5%

Rental reversions

0.3%
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PORTFOLIO GROWTH/DECLINE RATES

Industrial parks 4.2%
Manufacturing/production 7.4%
Other 10.0%
R&D flex 14.7%
Warehousing/distribution 63.7%

TOP 10 PROPERTIES
%

Rental income
Property expenses

(6.2)
3.0

Recovery of property expense

(5.2)

NPI

(9.1)

Top 10 contributes

48.4% of

industrial portfolio and

2019
value
R'000
57 Sarel Baard Crescent,
Centurion
Beryl Street, Jet Park
37 Yaldwyn Road, Jet Park
112 Yaldwyn Road, Jet Park
Tygerberg Business Park, Parow
1 Baltex Road, Isipingo
The Eveready Building, Port
Elizabeth
5 Yaldwyn Road, Jet Park
111 Mimets Road, Denver
Cnr Giel Basson Drive and Nathan
Mallach Road, Goodwood

576
334
297
215
165
127

000
000
000
000
000
500

2019
GLA m2
42
27
39
30
17
9

144
681
738
299
408
964

122 000
120 000
111 000

56 412
17 552
18 051

94 000

5 902

2 161 500

265 151

12.4% of
total portfolio.
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 HIGHER QUALITY SPACE ACQUIRED AND DEVELOPED
 BIGGER DEMAND FOR EARLY RENEWALS

OVERVIEW OF THE INDUSTRIAL PROPERTY
MARKET
Industrial sector vacancies have remained below 4% for some
time. The continued investment in, and growth of e-commerce,
should increasingly spur demand for modern logistics and
distribution warehouses. Manufacturing, however, remains
weak and the record-high industrial building completions
in 2019 could lead to a deterioration in industrial property
fundamentals.
Our longer-term strategy for the industrial portfolio is to
consolidate the current portfolio with a focus on sophisticated,

high-tech industrial buildings, predominantly focused on
e-commerce logistical support. Our 34 460m² redevelopment
at 57 Sarel Baard in Centurion is a world-class modern
pharmaceutical logistics facility and a prime example of the
type of property we will pursue. In line with this strategy,
SA Corporate continued to divest from smaller industrial
properties as indicated below. The industrial portfolio is
currently being analysed with a view to identify further nonstrategic assets for potential disposal, as well as properties for
which redevelopment may unlock value.
The disposals include:

INDUSTRIAL DISPOSALS

Property
14/24 Mahoganyfield Way, Springfield Park
40 Electron Avenue, Isando
89 Flanders Drive, Mount Edgecombe
Cnr Bridge and Molecule Roads, Bellville
96 15th Road, Randjespark
530 Nicholson Road, Denver#
Stondell Investments, 684 Pretoria Main Road, Wynberg#
59 Intersite Avenue, Springfield#
11 Enterprise Close, Linbro Park#
The Eveready Building, Port Elizabeth#

Transfer
date
January
January
August
December
January
June
June
August
August
October

2019
2019
2019
2019
2020
2020
2020
2020
2020
2020

Gross
selling price
(Rm)

Carrying
value at date
of sale
(Rm)

36.0
59.7
53.5
56.2
77.5
40.0
4.0
87.2
12.0
125.0

27.0
59.7
51.0
56.2
78.8
37.5
7.4
92.0
9.4
122.0

551.1

541.0

# Still to transfer.

Beryl Street,
Jet Park
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INDUSTRIAL PORTFOLIO PERFORMANCE
The portfolio generated negative 4.0% like-for-like NPI growth
for the year, primarily as a consequence of the substantial
negative renewal reversions of blue chip logistics companies’
leases in the second half of 2018, together with the increased
land lease rentals imposed by Transnet on the Maydon Wharf
leasehold properties. Market value per square metre decreased
by 0.4%.
Vacancies remain low, albeit having increased in the past year
to 3.2%. This was mainly achieved by balancing vacancies
against significant negative reversions, as well as by the
disposal of poorer quality properties. Of the 112 244m2 of
leased space that expired during the year, 72% of tenants
were retained at a flat renewal reversion. The re-tenanting
and divestment prospects in respect of the remaining vacancies
are positive.
The closure and discontinuing of the consumer-packaged
goods division of a multi-national logistics group affected a
large precinct in Jet Park. Income from this lease for 2019 was
protected by a lease cancellation fee. Negotiations with the
FMCG group, whose goods are warehoused in the facilities, are
well advanced.

We continue to secure 10- and 12-year leases from our bluechip tenants. However, tenure for small industrial tenants
is decreasing with a few of the smaller industrial players
negotiating annual extensions rather than committing to a
long-term lease.
We continue to engage in proactive asset management in our
industrial portfolios.

LOOKING AHEAD
We expect that 2020 will still present a tough trading year,
exacerbated by the challenges presented by the COVID-19
pandemic. While we anticipate that we are probably at the tail
end of rebasing our industrial tenants, in terms of the rental
reversions, this will largely depend on the economy. More
tenants are struggling to pay. Tenants are taking a longer-term
view of their own businesses, with a bigger demand for early
renewals, at a reduced rental, which offers greater stability of
tenure for a longer period, but at reduced rates.
We continue to recycle capital from industrial properties that
do not meet our investment criteria with an objective to have
a portfolio of properties that provide superior logistics space to
tenants with covenant strength.
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RETAIL PORTFOLIO
INCLUDING STORAGE

42.8%

of total portfolio
by rental

Storage

17

Gauteng

17

KwaZulu-Natal

2019 AT A GLANCE
South Africa

43 properties
Western Cape

Total GLA

1

383 778m²
and 26% of portfolio GLA

Total portfolio value

R7.3 billion
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Weighted average
discount rate

15.2%

Weighted average
capitalisation rate

Tenant retention rate

80.1%

WALE

Weighted average
contractual escalation

7.5%

Vacancies by GLA

4.4%

Trading density growth

5.8%

Rental reversions

(5.4%)
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9.2%

3.6 years

8

FINANCIAL PERFORMANCE
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100

30

60

16.9

18.2

%

557 856

200 t000

5

4.4
0

‘19

40

10

0

‘18

Vacancy Monthly

 Revenue    NPI

20

6.3

516 514

R’000

15

80

%

19.1

20

600 000
400 000

26.3

25

8.8

924 685

800 000

973 280

1 000 000

‘20

‘21

‘22

 % of GLA   

‘23

‘24+

0

Cumulative
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41.6%

31.3%
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Community shopping centre
Local convenience centre
Neighbourhood shopping centre
Other retail
Regional shopping centre
Small regional shopping centre

19.1%

PORTFOLIO GROWTH/DECLINE RATES

TOP 10 PROPERTIES
%

Rental income
Property expenses

(3.8)
2.5

Recovery of property expense

(0.2)

NPI

(5.8)

Top 10 contributes

71% of retail portfolio and
31% of total portfolio

East Point Shopping Centre,
Boksburg
Musgrave Centre, Musgrave
Umlazi Mega City, Umlazi1
Springfield Value Centre,
Springfield
Bluff Shopping Centre, Bluff
Montana Crossing, Montana
Morning Glen Shopping Centre,
Sandton
Comaro Crossing, Oakdene
Hayfields Mall, Pietermaritzburg
51 Pritchard Street,
Johannesburg2
Total top 10 retail

2019
value
R'000

2019
GLA m2

1 122 000
1 064 000
703 500

42 994
39 470
36 704

524 700
463 000
346 400

19 979
24 551
23 225

310 000
287 000
281 000

21 444
14 665
12 022

260 000

15 040

5 361 600

250 094

1. Represents 75% ownership in property.
2. Fully under development. GLA prior to development was 15 040m2.
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 RETAIL VACANCIES REMAIN STABLE AND LOW
 NEGATIVE RENEWAL REVERSIONS
 TRADING DENSITIES UP FROM LAST YEAR

OVERVIEW OF THE RETAIL PROPERTY MARKET
National retail sales have been under severe pressure, due
to the negative economic backdrop, as well as to changes in
purchasing behaviour. Retailers’ cost of occupancy remains at
all-time highs and poses a risk of further negative reversions
on expiring leases. Load shedding and lack of municipal services
further exacerbate tenants’ woes. The recent challenges at
major retailers such as Edcon and Dion Wired, have led to a
growing number of tenants requesting rental concessions,
lower rentals and shorter lease terms, leading to negative
reversions. The downsizing in retailing as well as banking is
creating challenges for landlords to reconfigure space into
lettable area. This pressure has led to weak trading densities
and lower occupancy levels.
According to the latest SAPOA report, foot count per square
metre has grown for most of 2019. However, spend per head
growth has dipped to its lowest levels since 2015. Shoppers
seem to visit malls more frequently but critically are not
maintaining their spend per visit. Shoppers have become
bargain hunters and it is here where online shopping is having
its greatest effect.
Despite a weak macro backdrop, there is a marked divergence
in performance between well located dominant retail assets
and secondary non-dominant assets. Annualised trading density
growth has been mainly driven by smaller retails formats, with
the neighbourhood retail segment showing strong growth.
The strength of SA Corporate’s retail portfolio lies in its focus
on convenience and neighbourhood centres in urban areas
that are dominant in their catchment areas, coupled with a
major grocer and pharmaceutical offering and a convenience
strategy. These properties have proven themselves to be
more resilient through economic cycles, driven by consumers’
preference for convenience.
One of the challenges is to remain relevant and we relentlessly
drive convenience – the ease of access to our properties, free
convenient parking and hassle-free shopping. SA Corporate
has added Wi-Fi in most of its centres, facilitated tenant
refurbishments and installed solar PV power to keep its
centres attractive for tenants and the public alike. Experiential
campaigns to develop shopping centres into social destinations
have also become essential, providing an eat-out, fast-food,
entertainment and recreational destination for the community.
Choice of tenants also becomes very important in these
convenience centres. Centres will be re-tenanted as appropriate
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to offer variety, better mix and better rentals, by bringing
in more attractive, relevant, current and complementary
offerings, matching the demand of a specific centre.
SA Corporate has brought most of the leasing in-house
to provide competence internally and collectively with our
property agents. The competition between the internal
and external letting agents provides the Group with better
opportunities.

RETAIL PORTFOLIO PERFORMANCE
The challenge remains to balance market-related rental with
vacancies. The retail portfolio delivered like-for-like growth of
1.4%. SA Corporate has been fortunate to keep vacancies low
at 4.4%, due to the type of portfolio and its convenient value
proposition. The low vacancies have nevertheless come at the
price of negative renewal reversions of 5.4%.
Trading density increased year-on-year by 5.8% and retentions
of over 80% were achieved. Market value per square metre
increased by 2.7%. Non-GLA income increased by 9.4% in 2019.
Our storage portfolio in shopping centres remains a work
in progress. We continue to roll out storage facilities in untenanted floor space and it provides consumers with a further
reason to visit the shopping centre. The storage facilities have
been positively received in the centres where we have rolled
them out.

There were no acquisitions or disposals in
the Retail portfolio in 2019.

Average food trading density at our
shopping centres has increased by a
substantial 11% year-on-year.

REDEVELOPMENTS

UMLAZI MEGA CITY

MORNING GLEN

The development was completed in January 2018 with a
vacancy of 7.2%. There has been subsequent leasing to a
diverse range of fashion, fast food, financial services and a
radio station to enhance the attractiveness of the centre.
Current vacancy is 3.2%.

The leasing team is leveraging off the procurement of Food
Lover’s Market and the upgrade of Pick n Pay to attract a
variety of associated tenants to the shopping centre.

EAST POINT
Trading in the new 3 000m² Decathlon store in the same space
as a previously underperforming food court, commenced early in
December 2019. The downsizing of Game has been completed.
The space downsized from Game is to be tenanted by Crazy
Pets, Gladiator Sports and back of house storage and is being
reconfigured for trading to commence in 2020. This has brought
in several additional tenants and has reinvigorated adjacent
areas.

51 PRITCHARD STREET
We believe that this will be the dominant shopping centre
in a most densely traded retail area, near Park Station.
The shopping centre was previously solely occupied by a
14 000m² Edcon store. SA Corporate brought in Shoprite as
a food trader to anchor the first phase of redevelopment for
completion in 2020.

LOOKING AHEAD
We expect a muted retail sales outlook aggravated by
the COVID-19 pandemic. Re-tenanting, re-addressing and
refreshing the tenant mix from a position of relevance, value,
convenience and sustainability will be the focus for 2020.
Management will continue to focus on meeting changing
consumer needs and behaviours, differentiating the value
proposition by securing unique tenancies, providing supportive
technologies such as Wi-Fi and furthering environmentally
conscious initiatives which are income enhancing.

Comaro Crossing,
Oakdene
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COMMERCIAL
PORTFOLIO

3.2%

of total portfolio
by rental

3

Gauteng

3

KwaZulu-Natal

2019 AT A GLANCE
South Africa

1

Free State

9 properties
Eastern Cape
Western Cape

Total GLA

1

1

38 858m²
and 3% of portfolio GLA

Total portfolio value

R0.5 billion
Weighted average
discount rate

15.5%

Weighted average
capitalisation rate

Tenant retention rate

51.5%

WALE

Weighted average
contractual escalation

7.8%

Vacancies by GLA

16.0%

50.7%

Rental reversions

2.7%

Cost to revenue
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9.5%

1.6 years
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22.0%

 High Rise Office
 Free Standing Office
 Office Park (whole or single unit)

26.2%

51.8%

PORTFOLIO GROWTH/DECLINE RATES

TOP FIVE PROPERTIES
%

Rental income
Property expenses
Recovery of property expense
NPI

2019
value
R'000

2019
GLA m2

Green Park Corner, Sandton
Nobel Street Office Park,
Bloemfontein
102 Essenwood Road, Durban
21 Fricker Road, Illovo
31 Allen Drive, Bellville

288 000

15 660

Total top five commercial

499 400

(15.2)
6.3
(5.0)
(25.2)

80
53
48
29

000
500
500
400

6
4
2
3

713
670
800
255

33 098

Top five contributes

90% of commercial
portfolio and

3% of total
portfolio.
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 OVERSUPPLY OF OFFICE SPACE
 OFFICE DEVELOPMENT TRENDING DOWNWARDS
 SA CORPORATE CONTINUING TO REDUCE COMMERCIAL EXPOSURE

OVERVIEW OF THE COMMERCIAL PROPERTY
MARKET
Corporates are downsizing and changing work behaviour,
through flexible work hours, flexible working arrangements,
more people working from home. There is an increase in
shared office environments and the traditional commercial
environment is fast decreasing, leading to an oversupply of
office space. Strained economic conditions are causing more
tenants to struggle to pay rent. Not much improvement to
the office sector fundamentals are expected in the short term,
given the weak economic outlook and the acceleration of the

aforementioned trends necessitated by remote working as a
consequence of the COVID-19 pandemic.
The strategy remains to reduce SA Corporate’s commercial
exposure, as the commercial property market remains in a
downward trend. There are nine properties in the commercial
portfolio including Green Park Corner. Three of these properties
are currently contracted for sale with all the conditions for sale
having been met. The remaining six properties are in various
stages of negotiation with potential purchasers.
A list of the 2019 disposals is provided below:

COMMERCIAL DISPOSALS

Property
Lebombo Road, Garsfontein (Remaining portion)
Cnr Handel and Crownwood Roads, Ormonde
1 Holwood Park, Umhlanga Ridge
31 Allen Drive, Bellville#
Cnr Old Pretoria and Alexandra Roads, Midrand#
34 Mangold Street, Port Elizabeth#
Non-core commercial properties divested

Transfer
date
July
August
December
July
July
July

2019
2019
2019
2020
2020
2020

Gross
selling price
(Rm)

Carrying
value at date
of sale
(Rm)

27.1
60.0
113.5
29.4
8.9
5.5

27.1
52.5
113.0
26.7
8.9
5.5

244.4

233.7

# Still to transfer.

Green Park Corner, Sandton
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The Green Park Corner property continues to be challenged.
Vacancies in Sandton exceed 20%. Efforts to aggressively retenant space at Green Park Corner at discounted rentals are
still to show significant impact because of the competition in
the Sandton node. A sale of the entire building with existing
substantial vacancies is considered unwise at this juncture.
However, the appetite for the acquisition of sectional title
portions of the building is being explored.

COMMERCIAL PORTFOLIO PERFORMANCE
The negative 16.4% commercial like-for-like portfolio NPI
decline reflects the pressure on the overtraded office market,
particularly that of the Sandton node.
Commercial vacancies by GLA have increased to 16.0%. The
commercial portfolio’s value per square metre declined by
12% to R13 985 from R15 917 over the previous year, further
evidence of the declining prospects of this sector.

LOOKING AHEAD
The commercial sector will continue to face severe challenges,
specifically at Green Park Corner. As the Group’s largest
commercial building, Green Park Corner is also the biggest
contributor to the performance of the portfolio. Vacancies
are expected to remain high within the sector, exacerbated
by the COVID-19 pandemic. Landlords continue to offer
substantial incentives to attract new tenants, from tenant
installation allowances, rent-free periods of up to one year in
the greater Sandton area, as well as rental discounts. Despite
these incentives, real business activity and a take-up of office
vacancies are likely to remain subdued.
We remain committed to mitigate against the substantial
downward pressure on office rentals by further reducing our
exposure in this sector.
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AFHCO
PORTFOLIO

27.7%

1

Limpopo

of total portfolio
by rental
Gauteng

66

2019 AT A GLANCE

67 properties

South Africa

Total GLA: Apartments

346 712m²
and 29% of portfolio GLA

Total portfolio value

R4.7 billion
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55 613m²

Total GLA – Retail

79 042m²

Weighted average
capitalisation rate

10.5%

Average residential
rental increase

3.9%

Residential vacancy by
GLA

8.2%

Retail vacancy by GLA

4.1%

Average retail rental
escalation

8.5%

Retail rental reversion

(2.2%)
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Bulk under development

Cost to revenue ratio

Commercial tenant
retention rate

38.8%

59.5%

FINANCIAL PERFORMANCE

LEASE EXPIRIES
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PORTFOLIO GROWTH/DECLINE RATES

TOP 10 PROPERTIES
%

Rental income
Property expenses
Recovery of property expense
NPI

9.9
24.6
6.6
(1.1)

Top 10 contributes

44% of AFHCO
portfolio and

12% of total

Jeppe Street Post Office,
Johannesburg
South Hills Lifestyle Estate,
Johannesburg
120 End Street, Doornfontein
Mpumelelo, Doornfontein
Calderwood Lifestyle Estate,
Benoni
Etude, Midrand
Newgate, Newtown
252 Montrose Avenue,
Randburg
Greatermans, Johannesburg
Frank and Hirsch, Doornfontein
Total top 10 AFHCO

2019
value
R'000

2019
GLA m2

355 400

25 625

343 760
339 850
221 740

31 820
34 286
13 412

170 190
160 920
157 060

20 032
17 181
12 716

133 200
131 140
113 660

7 950
12 387
10 255

2 126 920

185 664

portfolio.
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 SUBURBAN STOCK TRADING WELL IN KEY LOCATIONS
 RETAIL VACANCIES REMAIN LOW

The AFHCO portfolio as at the end of 2019, comprised 9 642
residential units and 79 042m² of retail space.
AFHCO experienced like-for-like NPI growth of 1.8%, supported
by residential rental increases of 3.9%. Income was negatively
impacted by the increase in the bad debt provisions, increasing
rates and taxes, increased residential vacancies and the loss and
delay of government parking contracts.

AFHCO RESIDENTIAL PROPERTY MARKET
Residential property accounts for 81% of the AFHCO portfolio
by GLA.
It's been a challenging year for the residential property market,
particularly on the back of a suppressed economic climate.
Tenants have been severely constrained in terms of their
purchasing power. Vacancies have remained largely stable, and
have increased towards year-end, in line with seasonal trends.
Suburban performance has been location dependent, with
some suburban stock trading very well, whereas others were
more challenged.
Residential vacancies have decreased from 13.3% at the end
of 2018 to 8.2% at the end of 2019, as units in the tenanting
up phase at the end of 2018 have now largely been taken up.
Vacancies were 7.3% on average during 2019, up from 5.7% in
2018. Factors influencing this increase have been the xenophobic
events in the inner-city, the 120 End Street lift incident and
problematic municipal water pressure at South Hills. Increasing
competition from new developments is evident, which could
place further pressure on vacancies in the year ahead, however,
AFHCO actively watches the market closely and introduces
promotions at appropriate times to curb any potential increase
in vacancies. Arrears increased to 3.5% in 2019, excluding the
high percentage of tenants who pay their rent in advance,
with a substantial decline taking place in the second half of the
year as a result of the xenophobic violence in the inner-city. We
believe the suppressed economic climate will continue to place
pressure on overburdened consumers.

The high demand for affordable, quality
and safe accommodation close to work
continue to make the Johannesburg innercity property sector an attractive investment
proposition.
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INNER-CITY
The inner-city experienced a particularly challenging year as
a result of the general neglect in terms of municipal services,
particularly refuse collection and a deterioration of safety,
with criminal activity on the rise. In the third quarter of the
year, there were raids by customs officials on retail tenants,
followed by xenophobic attacks, which led to the looting and
ultimate closure of shops for a period. The raids and attacks
also resulted in a significant decline in cross-border trade
that impacted retailers negatively and prompted a decline
in the residential take up as a result. Since then, the new
political administration has released some 1 500 to 1 800 new
Johannesburg Metropolitan Police Officers (“JMPD“) into the
system, of which a large complement is targeted at the innercity to enforce by-laws and crime prevention.
The Johannesburg inner-city remains an area of interest and
high growth, evidenced by substantial, continued investment
into the area by the private sector, particularly the large-scale
investment taking place by Divercity in the new mixed-use
Jewel City and Maboneng precincts, located on the outskirts
of the inner-city, with an estimated 1 800 new residential units
and retail space projected to come to market in 2020.

To further improve the social spaces for our tenants in
the inner-city areas, AFHCO this year installed additional
general amenities, braai areas, playgrounds and indoor,
as well as outdoor gyms. We also installed state-ofthe-art CCTV cameras over four city blocks, including
around the End Street Park, which AFHCO paid for and
is monitored 24/7 through a control room linked with
armed response. AFHCO also pays for the security on the
street, in order to create a haven for those utilising the
precinct in Doornfontein, one of our key precincts.
To build brand loyalty in the AFHCO portfolio, a
programme is to be initiated in the first quarter of 2020
whereby all tenants will be issued vouchers to purchase
FMCG goods at several of the major national retailers,
wellness vouchers at DisChem Pharmacies, discounted
Intercape bus tickets, discounted airtime and data, and
discounted sports event tickets, for which the average
estimated value to a tenant is circa R300. The FMCG
vouchers represent discounts on 45 to 50 products and
each discounted product can be purchased up to five
times, therefore a saving of up to R1 250 can be enjoyed,
if fully utilised.

SUBURBAN

Retail vacancies by GLA have remained low, reducing from

AFHCO’s suburban portfolio has increased substantially over
the past two to three years in line with our objective of
creating a truly diversified residential portfolio. Having been
exclusively an inner-city business, approximately one third of
our residential portfolio is now located in suburban areas.
The portfolio is performing reasonably well and demand for
suburban properties at the right price remains high, albeit that
suburban tenant’s payment behaviours are poorer than that of
inner-city tenants. The suburban portfolio was well let at an
average of 95% for the year.

4.8% to 4.1%. Whilst retail lease renewal reversions are a

STUDENT ACCOMMODATION
The AFHCO student portfolio of three buildings with approximately
1 875 beds, performed well in 2019, with low vacancies due to the
high demand and a constrained supply. For the 2020 year, we
have again seen good uptake in all three buildings, albeit some
challenges have been experienced with the National Student
Financial Aid Scheme (“NSFAS”) approving students due to their
administrative challenges. In addition, for 2020, two student
accommodation buildings were approved by the University of
the Witwatersrand (“Wits”), which should bode well for demand.
Open days were conducted at each of the student accommodation
buildings in late 2019 to promote intake.
The completion of the Mpumelelo building during 2019
has added a further 984 beds, thus effectively doubling the
AFHCO student portfolio. The Mpumelelo building is situated
in Davies Street, Doornfontein, within the End Street precinct,
a dominant node in the AFHCO portfolio. Mpumelelo is a
new 15-storey, purpose-built student accommodation with all
the amenities, situated on the doorstep of the Doornfontein
University of Johannesburg campus. Future plans include the
pedestrianisation of Davies street, which will see the addition
of street furniture, landscaping, lighting, public Wi-Fi, retail,
additional security and the rebuilding of the staircase to the
Doornfontein metro station, thereby creating a mixed-use
precinct of unrivalled quality within the inner-city. The precinct
will serve residents, students, shoppers and visitors and will
create a space where people within the city can congregate
and enjoy themselves.

negative 2.2% as at end 2019, these were affected by the lease
renewal of certain premises averaging 67m² that were over-let.
The average rental for these premises was R760/m2 and was
renewed at an average negative reversion, in the interest of
sustainability, of 16.7%. The remainder of the AFHCO retail
portfolio was renewed with positive lease renewal reversion of
0.9%. Retentions have, however, remained strong.
The impact of xenophobic events in the second half of the
year on smaller traders has affected 12 buildings in particular.
Tenants in those buildings requested rental relief from AFHCO
since the aforementioned resulted in arrears increasing
substantially due to the reduction in cross-border trade.

ACQUISITIONS, DISPOSALS AND DEVELOPMENTS
During the year, the joint venture with Calgro M3 was
dissolved, which entailed:
 the cancellation of AFHCO’s purchase of Belhar, Scottsdene
and Fleurhof apartments and South Hills free standing
houses; and
 
AFHCO acquiring Calgro M3’s 49% interest in the joint
initiative company, thereby acquiring 100% ownership of all
Jabulani and South Hills apartments.
The retained apartments are now approximately 90% to 95%
tenanted.
Executed acquisitions were:
Units
Etude, Midrand
Jabulani, Soweto
Northgate Heights, Randburg
South Hills, Johannesburg

177
147
46
377

Total

795

AFHCO expects to further reduce its pipeline in 2020 and is in
negotiations to restructure the joint initiative with M&T in

OVERVIEW OF THE AFHCO RETAIL/COMMERCIAL
PROPERTY MARKET

terms of the Founders Hill Crescent development.

Retail/commercial property comprises approximately 19% of
the AFHCO portfolio by GLA.

Management has also begun an assessment into the Menlyn

The high demand for scarce, well-located commercial premises
in the ever-densifying inner-city continues unabated. The
trading density in the inner-city is particularly attractive for
retailers, and we have seen substantial demand from national
food retailers as well as smaller traders.

determine the success of this development.

East-End development situated in the Menlyn Maine precinct,
to be undertaken as part of M&T joint initiative, in order to

The Company will, however, complete the acquisition of
approximately 127 apartments in Northgate Heights, a scheme
in which it already owns 99 apartments.
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Northpark Residential, situated above Northpark Mall in Pretoria North, is being developed and is scheduled to be completed in
the third quarter of 2020. The development will comprise of 256 studio, one, two and three bedroom apartments, and is ideally
located above the mall, which offers a variety of retail offerings for residents and is conveniently located close to public transport.

Mpumelelo, End
Street Precinct,
Doornfontein

Development of this brownfields site into a purpose-built 15-storey high-rise student
accommodation building, started in 2017 and was completed in 2019. The building houses some
984 student beds in 244 apartments.
Strategically located within the End Street precinct within 500 metres of the University of
Johannesburg’s Doornfontein campus, Mpumelelo offers an environment that is conducive to
learning – world-class facilities at affordable rentals, including quality rooms with furniture
provided, free uncapped internet access, five study rooms, a computer room, a lecture room,
canteen with hot meals served, dining areas, vending machines, recreational areas with pool
and fooz ball tables, gym, TV room, cinema room, games room, laundry room, outdoor braai
facilities, outdoor open-air relaxation areas and more.
Approximately 2 365m2 of retail space, as well as a quality medical centre and accompanying
pharmacies complements the offering for residential and student tenants in the area.
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Jeppe Street
Post Office,
Johannesburg

Situated in the heart of the inner-city in a high pedestrian node, adjacent to the South Gauteng
High Court, the redevelopment of Phase 3 (residential) of this heritage building is expected to
be completed during 2020.
With Phase 1 and 2 having been largely completed during 2018 and 2019, the remaining Phase 3
will see floors two to five of the low-rise building converted into approximately 242 units, similar
in nature to the units constructed in Phase 1.
The development offers free Wi-Fi in the mall, understood to be the first in the inner-city.
The analytical platform supporting the Wi-Fi will be used to market and track customers. It is
anticipated that free Wi-Fi, dependent on its success, will be rolled out to the other AFHCO
retail properties.
There are future plans to convert the vacant basement area into storage space for cross-border
shoppers, given a lack of facilities currently available and the building’s ideal location for such
trade.

LOOKING AHEAD
The sector has demonstrated its resilience during tough economic times with key performance indicators remaining largely positive.
With increased competition and current economic challenges likely to persist in the aftermath of the COVID-19 pandemic in the
short to medium term, affordability will place pressure on vacancies and arrears. Nonetheless, we remain confident that with a
subsequent improvement in economic prospects, the current AFHCO portfolio can deliver sustainable growth into the future, with
its proven track record and dedicated team.
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REST OF AFRICA
PORTFOLIO

50% investment in JV
Net asset value

R930 million
Ndola

1
Zambia

2019 AT A GLANCE

3

Lusaka

2

properties

Total GLA

60 121m²

Total portfolio value

R961 million

76

Weighted average
contractual escalation
– retail

2.6%

Weighted average
contractual escalation –
commercial

Vacancies by GLA

4.6%

Rental reversions
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1.8%

(2.7%)

LEASE EXPIRIES: RETAIL

LEASE EXPIRIES: COMMERCIAL

60
50

60

‘20

‘21

 % of GLA   

‘22

‘23

20

‘24+

0

0

Vacancy Monthly

Cumulative

% BY MSCI TYPE OF VALUE

‘20

 Small regional shopping centres
 Community shopping centres
 Commercial

‘22

‘23

‘24+

0

Cumulative

BUILDINGS BY VALUE
2019
Property
value
R’000*

2019
GLA m2

East Park Mall, Lusaka
Acacia Office Park, Lusaka
Jacaranda Mall, Ndola

640 464
190 247
130 711

33 400
12 564
14 156

Total

961 422

60 121

Property name

66.6%

‘21

 % of GLA   

19.8%

13.6%

20

14.0

10

9.7

3.1

15.2

14.4

15.7

4.6
Vacancy Monthly

20

40

30

6.5

%
0

40

60

40

%

%

20

80

65.3

80

%

30

100

70

4.5

40

10

80

100

47.0

50

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

EAST PARK MALL
Vacancy

Rental escalation (USD)

Retention rate

Rental reversion (USD)

1.6%

2.7%

95%

(2.5%)

2018: 1.0%

2018: 2.9%

2018: 73%

2018: 3.0%

ACACIA
Vacancy

Rental escalation (USD)

Retention rate

Rental reversion (USD)

4.5%

1.8%

97%

(3.7%)

2018: 1.1%

2018: 1.5%

2018: 100%

2018: 0.7%

JACARANDA
Vacancy

Rental escalation (USD)

Retention rate

Rental reversion (USD)

11.6%

2.9%

85%

0.9%

2018: 6.6%

2018: 2.8%

2018: 100%

2018: 0.0%
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OVERVIEW OF THE ZAMBIAN MARKET
Our Zambian investment is holding its own in a relatively
volatile environment, despite rising inflationary pressures and
increasing interest rates. Real gross domestic product (“GDP”)
growth slowed to an estimated 2% in 2019, down from 4.0%
in 2018. Zambia’s economy was hit by drought that lowered
agricultural production and hydropower electricity generation
considerably. Long periods of electricity load shedding
dampened activity in almost all economic sectors.

PORTFOLIO PERFORMANCE
East Park Mall’s vacancy was a negligible 1.6% at the end of
2019. The mall has achieved consistent low vacancy due to
high demand for the increasingly dominant retail node. 95%
of expiring leases were retained in the year. Phase 5 of the
development is currently substantially let (90%), and several
of the contracted tenants have begun trading, e.g. Shoprite
has been trading since September 2019. Pursuant to complete
tenancy, the acquisition of each phase is envisaged to take
place during the end of Q1 2020 in respect of Phase 5, and at
the end of 2020 in respect of Phase 6.
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Renewal reversions were a negative 2.5%. Rentals for all but
one lease are indexed in US dollars and income growth is
approximating US inflation.
Vacancy at Acacia Office Park was 4.5% on 31 December 2019.
97% of all leases expiring at Acacia Office Park were renewed
with existing tenants in 2019 at an average negative reversion
in USD of 3.7%.
At the Jacaranda Mall in Ndola, vacancy increased from 6.6%
to 11.6% at the end of 2019. Offers have been received, which
will potentially reduce vacancy to 6.8%.

LOOKING AHEAD
Zambian economic activity is expected to remain weak and
depressed by the COVID-19 pandemic. We can expect East Park
Mall to fair better than its competitors during these challenges
due to it continuing to establish itself as the dominant retail
mall offering in Lusaka.

Green Park Corner,
Sandton

CORPORATE
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CORPORATE GOVERNANCE

GOVERNANCE AND COMPLIANCE

SA Corporate’s approach to corporate governance supports the
implementation of the principles and recommended practices
of King IVTM. In addition, the Company has also considered
the JSE Listings Requirements (“JSE“), incorporating the latest
amendments which came into effect on 2 December 2019.
The Company periodically reviews the corporate governance
practices, ensuring that it acts in the best interest of the
stakeholders, applies the best industry practices and complies
with the applicable laws.
In applying the recommendations of King IV™, the Board seeks
to achieve the following governance outcomes:
 An ethical culture
 Good performance
 Effective internal control
 Legitimacy
The Board, through management, assesses SA Corporate’s
compliance with the King IV™ principles. The Board is satisfied
that the Group complies with all the corporate governance
requirements applicable to listed entities as set out in section
3.84 of the JSE.
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 on the
www.sacorporatefund.co.za.
Group’s website at

ETHICAL LEADERSHIP AND CORPORATE
CITIZENSHIP
The Board is responsible for the Group’s ethical leadership
and corporate governance and its responsibility in this regard
is set out in the Board charter. A code of ethics is in place
which 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 and all employees are required to apply moral
King IV™ Pr1
standards in their business dealings as well.
The codes are reinforced in the values of the Group, which are
integrity, respect, accountability and innovation. The values
are integrated into the performance management process and
shape the way the Group behaves and conducts business.
The codes of ethics and conduct are available on the Group’s
website. Both policies were reviewed in 2019.
SA Corporate 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 Board, as required.

RESPONSIBILITIES OF THE BOARD
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
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roles and responsibilities of the Board (including those of
individual directors), the establishment of Committees, policies
and procedures to be adopted, directors’ fees and performance
appraisals.
The principles of good governance make allowance for the specific
responsibilities to be discharged by Board members collectively,
while always acting in the best interests of the Group. An
approvals framework sets out matters reserved for the Board and
those delegated to Committees and management. The approvals
framework applies to the Group including all subsidiaries and the
JVs in which the Group has an interest.
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.
King IV™ Pr10
The Board reviews its charter annually and, in November 2019,
the charter was again reviewed and approved by the Board.
The Board has established an annual work plan to ensure that
all its duties and responsibilities are covered by the agendas of
the meetings planned for the year.
The charter is available on the Group’s

website.

CHAIRMAN OF THE BOARD
During June 2019 the independent non-executive Chairman of
the Board, Adv Jeff Molobela, passed away. This unfortunate
occurrence necessitated changes to the structure of the Board.
Ms Emily Hendricks was appointed as interim Chairman and,
a month later, Mr Arthur Moloto was appointed Chairman.
An orderly process was followed in applying the succession
plan developed at the Nominations Committee, with the
recommended changes approved by the Board in July 2019.
The Board remains constituted with an independent nonexecutive director as Chairman. The roles of the Chairman and
CEO are separate so that no individual has unfettered powers of
decision-making. The Chairman is appointed on a biennial basis
and his tenure is documented in the Board charter. With the
previous Lead Independent Director, Mr Moloto, having been
appointed as Chairman earlier in July 2019, the Board, during
December 2019, approved the appointment of Adv Oratile
Mosetlhi to fill the vacancy of Lead Independent Director. The
roles and responsibilities of the Chairman and Lead Independent
Director have been documented.
King IV™ Pr7

INDEPENDENCE OF THE DIRECTORS
The independence of the SA Corporate Board is ensured by the
following means:
 The Board and all Committees are chaired by independent
non-executive directors;
 
The majority of the Board members are non-executive
directors and all the non-executive directors are independent;
 The remuneration of non-executive directors is not linked to
the performance of the Group;
 Non-executive directors do not receive performance-based
payment from the Group;

 
The independence of all directors was reviewed by the
Nominations Committee in December 2019 against the
King IV™ indicators, on a substance-over-form basis; and
 
The independence of Messrs Ebrahim Seedat and John
Biesman-Simons who have served on the Board for more than
nine years, was subjected to a rigorous review. Mr Seedat will
be retiring at the AGM to be held on 30 June 2020 and, in
respect of Mr Biesman-Simons, the Nominations Committee
agreed that he applied his mind independently and had
shown no signs of untoward influence. The Committee
concluded that his independence and judgement were not
affected or impaired by his length of service and that he is,
therefore, considered independent.

An analysis of the composition of the Board based on these
criteria, is available on
page 26 to 28.

CONFLICTS OF INTEREST

The Board evaluates its effectiveness and that of its Chairman,
Committees, Committee Chairpersons, individual directors and
Company Secretary. There was no formal evaluation conducted
during 2019 due to the number of changes that took place
on the board. The Board members have been allowed time
to settle into their duties and a questionnaire-based effective
evaluation will be performed by the Company Secretary
in 2020. Although the overall results in 2018 were good,
certain aspects of performance were identified that received
attention and action during 2019. Focus on these deficiencies
or shortcomings will continue during 2020 through training,
development and other initiatives. The Board is satisfied
with the current performance of the newly established Board
and continues to improve its performance. Going forward,
performance evaluations will be conducted at least every two
King IV™ Pr1&9
years.

As legally required, members of the Board must make full and
timely disclosures of their other business and financial interests.
Disclosure of those interests that conflict, or might conflict,
with those of the Group are required. Potential conflicts of
interest are appropriately managed. The directors confirm
these disclosures annually to the Company Secretary and the
Board. Declarations of conflicts of interest is a standard agenda
item and, in addition, individual declarations are made at each
meeting and recorded in the minutes. If there are none, it is
also 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. The Conflict of Interest Policy is planned
to be reviewed in 2020.

APPOINTMENTS AND ROTATION
The Nominations Committee is responsible for identifying
suitable candidates and recommending nominations to the
Board. Appointments to the Board are considered by the Board
as a whole. Procedures for appointment to the Board are
transparent and formal and includes background and reference
checks. Additional independent non-executive directors, Messrs
Greg Heron, Andre van Heerden and Adv Oratile Mosetlhi, as
well as Ms Naidene Ford-Hoon (Fok), were appointed during
2019 to fill vacancies that had arisen following the retirement
and resignations of Mesdames Gugu Dingaan, Ursula Fikelepi
and Adila Chowan. Appointments of new directors will be
tabled to the shareholders for approval at the first AGM
following their appointment. All non-executive directors have
appointment letters.
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.
The compositions of the Board and the various Board appointed
Committees are reviewed on an annual basis, or when required.
Consideration is given to, amongst other criteria, skills,
knowledge, qualifications, diversity, experience and balance
of power.

DEVELOPMENT OF DIRECTORS
All new appointees to the Board are required to undergo the
induction programme approved by the Board and managed
by the Company Secretary. Directors are provided with the
necessary information and documentation to familiarise
themselves with SA Corporate and issues typically facing the
Board. Ongoing training and development include Sponsor
updates on JSE, site visits, attendance at investor presentations,
seminars and workshops.

PERFORMANCE EVALUATIONS

SUCCESSION PLANNING
The Board considers the current composition to be suited to the
business of the Group. The Nominations Committee considers
non-executive director succession each year. Overall, the Board
is confident that it has the right level of knowledge, experience
and skill to ensure objective and effective governance and
the depth of skill among current directors to meet succession
requirements. Where Board members retire, the opportunity is
utilised to rejuvenate the Board, based on skills profiling and
any shortcomings identified from Board assessments.
Similarly, the Committee considers succession planning for
executive directors every year. Progress has been made in this
regard and where necessary, appointments will be made with
King IV™ Pr10
that in mind.

GENDER AND RACE DIVERSITY
The Board has adopted policies on the promotion of gender
and race diversity and supports the principles and aims of
gender and race diversity at Board level. It has set a voluntary
target that at least 40% of the Board should comprise women
and 60% of the Board should comprise black persons. These
King IV™ Pr7
targets are reviewed annually.
Of the directors, 60% are from previously disadvantaged
groups. Three of the directors (30%) are female, all of whom
are from previously disadvantaged groups. Upon the retirement
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The Board is satisfied that its composition reflects the
appropriate mix of skills, knowledge, qualifications, diversity,
experience and independence.
King IV™ Pr7

 Ms Ford-Hoon (Fok) was appointed as the Chairman of the
Remuneration and as a member of the Risk and Compliance
Committees respectively on 23 July 2019; and
 Ms Hendricks was appointed a member of the Nominations
Committee on 19 July 2019 and is no longer a member on the
Risk and Compliance Committee.

TRANSFORMATION

DEALING IN SECURITIES

of Mr Ebrahim Seedat, the Board intends on filling the vacancy
to be in line with the gender and race diversity policy.

Management appointed a B-BBEE consultant, Alternative
Prosperity Advisory & Products, and held a B-BBEE workshop
in November 2019. Appropriate actions were compiled and are
in the process of being implemented. A B-BBEE scorecard with
anticipated improved scores was presented to the Social, Ethics
and Environment Committee in December 2019 with the aim to
achieve a level six status.

COMMITTEE CHANGES
The following changes were made to the Committees in
compliance with the King IV™ recommendations:
 Mr van Heerden was appointed to the Risk and Compliance
and the Audit Committees on 23 July 2019;
 
Adv Mosetlhi was appointed to the Social, Ethics and
Environmental as well as the Investment Committees
respectively on 23 July 2019. He was appointed as Lead
Independent Director on 5 December 2019;
 Mr Heron was appointed as the Chairman of the Investment
Committee and a member of the Remuneration Committee
on 23 July 2019;

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). Directors acknowledge that
they have read and understood the contents of this policy
annually. The Information and Share Dealing Policy was
reviewed during 2019.
There was a breach of the share dealings policy during
2019, which resulted in a Reportable Irregularity (“RI”) letter
addressed to the Independent Regulatory Board for Auditors
by Deloitte & Touche, the Company’s external auditors. The
Board is satisfied that the RI no longer exists.

DIRECTORS’ INTERESTS IN SHARES
The directors’ interests in shares as at 31 December 2019 and 31 December 2018 are detailed in the following table.

Director

2019
Share holding
’000

J Molobela3
RJ Biesman-Simons4
AM Basson5
AM Basson5
TR Mackey6
TR Mackey6
TR Mackey6
MA Moloto
ES Seedat7

1
3
2
1

100
824
985
073
087
541
24
85

Type of holding
Indirect beneficial
Direct beneficial
Indirect beneficial (FSP1 and CIPs2)
Indirect beneficial (FSP1)
Direct beneficial
Indirect beneficial
Direct beneficial
Direct beneficial

9 719
1. FSP: Forfeitable Share Plan.
2. CIPs: Co-investment Plan.
3. Passed away 27 June 2019.
4. Acquired 50 000 shares on 22
5. Acquired 66 666 shares on 18
6. Acquired 1 200 000 shares on
7. Acquired 25 000 shares on 13

82

2018
Shareholding
’000

1
2
1
1

76
100
562
519
577
493
541
24
72

Type of holding
Direct beneficial
Indirect beneficial
Direct beneficial
Direct beneficial (FSP1 and CIPs2)
Indirect beneficial (FSP1 and CIPs2)
Direct beneficial
Indirect beneficial
Direct beneficial
Direct beneficial

7 964

April 2020 and a further 50 000 shares on 24 April 2020.
March 2020 and a further 14 500 on 19 March 2020.
16 March 2020, 2 570 830 on 17 March 2020 and a further 429 170 on 18 March 2020.
March 2020 and a further 30 000 on 11 May 2020.
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FSPs: Performance shares awarded to the executive directors
in terms of the FSP. Directors receive distributions on these
holdings but must 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 vest.
CIPs: Matched shares awarded to the CEO in terms of the CIPs.
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 CIPs.
One-third of Mr Rory Mackey’s CIPs awards vested in December
2019 and 163 677 shares were transferred to his personal direct
holdings.
The award of CIPs after 23 April 2020 is to be discontinued
save for one participant, who has previously met the minimum
shareholding condition, whose previously awarded shares are
still to vest and to whom CIPs are to be awarded until reaching
the shareholding of three times TGP.
Refer to the

Remuneration report for further information.

INFORMATION AND TECHNOLOGY GOVERNANCE
King IV™ Pr12
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 IT Steering Committee,
which is a sub-committee of the Board.
SkyWire is the Group’s IT support and infrastructure service
provider. SA Corporate has a software license agreement with
Broll to utilise their software. In terms of this agreement,
Broll also provides maintenance and support. The payroll and
related HR administration are 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 minimised.

The key focus areas for the 2020 are:
 The Business Continuity Plan, including a Disaster Recovery
Plan, will be put in place;
 Improved resilient and redundant internet connectivity that
facilitates remote working when required; and
 Implementing a business intelligence tool.

COMPANY SECRETARY
The Company Secretary provides the Board and the individual
directors with guidance as to their duties, responsibilities and
powers, and ensures that all administrative requirements
relating to the AGM, Board and Committees are met. The
Company Secretary 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 Board is satisfied that the Company
Secretary 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.
King IV™ Pr10
The Company Secretary also acts as Secretary to the Board
Committees, monitors directors’ dealings in securities and
ensures adherence to prohibited and closed periods for share
trading.
Kilgetty Statutory Services Proprietary Limited resigned as
Company Secretary on 18 April 2019 and was replaced with
Luvivi Proprietary Limited on 13 May 2019. Tasja Kodde was
appointed as Company Secretary on 17 February 2020.

COMMITTEES
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 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 2019.
King IV™ Pr8. The Committees’ terms of references were
reviewed during 2019.

SA Corporate Real Estate Limited Integrated Annual Report 2019

83

CORPORATE GOVERNANCE

GOVERNANCE AND COMPLIANCE CONTINUED

Meetings
Scheduled
Special

BOARD
Audit
Committee

Chairman
RJ Biesman-Simons7

3/3

3/3

Members
A Chowan4,7
GP Dingaan2,7
ES Seedat7
A van Heerden6,7

1/1
0/1
3/3
2/2

0/1

Meetings

Chairman
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Chairman
EM Hendricks7

3/3
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AM Basson
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1/1
2/2

INITIATIVES UNDERTAKEN IN 2019 FUTURE FOCUS

RESPONSIBILITIES

 Review and recommend annual financial statements
and integrated annual report to the Board for
approval
 New accounting standards adopted from
1 January 2019
 Integration of technology in the financial reporting
process
 Review of internal and external audit processes
 Review the combined assurance model
 Review and recommend new debt and renewals to
the Board

 Independent property
valuation
 Ongoing focus on improving
the internal control
environment with a focus on
monitoring and IT controls,
both within the Group and
the outsourced property
managers
 Integration of technology
into the financial reporting
process

The Committee has an independent
role with accountability to both the
Board and stakeholders. Its
responsibilities cover the following:
 internal and external audit;
 adequacy and effectiveness of the
internal controls in the Group;

 financial reporting;
 oversight of risk management,
integrated reporting and combined
assurance;
 competence of the Chief Financial
Officer and the finance function;
and
 other statutory and delegated
duties
 performed the tasks outlined in the
Audit Committee report on
pages 5 to 8, as detailed in the
annual financial statements

 Annual insurance renewal
 Review of the risk management policy and plan, as
well as the risk appetite and tolerance levels
 Review of the effectiveness of the systems and
processes of risk management and compliance with
laws and regulations
 Review of the risk log and management’s responses

 Technology and information
governance
 Oversee the establishment
and implementation of
business continuity
arrangements

 Ensure that SA Corporate has
implemented an effective risk
management framework and
processes
 Oversee the integration of risk
management into the strategy and
business planning processes and
day-to-day operations of the Group

 Monitor compliance with all
relevant statutory and regulatory
requirements

 Consider candidates for nomination on the Board and
recommending new members to be appointed
 Review the Committee compositions
 Assess the independence of directors classified as
independent
 Approve director changes to the subsidiary boards
 Recommend the appointment of Adv Mosetlhi as
Lead Independent Director
 Consider succession planning

 Re-election of retiring
non-executive directors at
the AGM
 Performance appraisals
 Well-balanced Board
 Succession planning

 Assist in ensuring that the
composition of the Board and
Committees in terms of structure,
size, skills, experience and diversity
are regularly reviewed, maintained
at level deemed appropriate and
meet sound corporate governance
practices

 Identify suitable candidates to fill
vacancies
 Consider succession planning for
directors and key management

 KPIs for executives
 Strengthen the management team
 Interact with employees
 Created new positions in the Company
 Reviewed executive employment contracts
 Recommend non-executive directors’ remuneration to
shareholders
 Approve executive directors’ increases and overall
staff increases
 Review HR policies on a rotational basis
 Review remuneration policy to see whether it is
aligned with best practice

 Succession planning of
executives
 Growing the executive team
 Empowering employees from
within the Company
 Benchmarking non-executive
directors and employee
remuneration

 Monitor the implementation of the
remuneration policy to ensure that
it is fair and aligned to best
practice, promotes the strategic
objectives, encourages individual
performance and supports the
Group’s long-term strategy and
stakeholder interests.

 Consider the business and personal
scorecards of the executives and
oversees and advises on the
remuneration of non-executive
directors
 Ensure the Company is properly
capacitated with the right skills and
competencies

 Develop and implementation of investment strategy
 Approval and recommendation of property
developments, acquisitions and other investment
opportunities
 Reviewing and recommending property valuations,
portfolio performance, forecasts and budgets
 Reviewing the property manager’s performance
against its KPIs
 Considering tenant concentration risk

 Considering further disposals
and developments
 Monitoring developments in
progress
 Post-acquisition and
development reviews

 Recommend an appropriate investment strategy and guidelines to the
Board
 Approve and/or recommend to the Board investment decisions within
predetermined mandates
 Evaluate whether the targeted yields were achieved by means of
post-acquisition and -redevelopment reviews one year after the investment
 Review of property valuations, the annual budget and capital expenditure
budgets
 Consider all risks within its areas of responsibility and mandate
 Review of Broll’s performance against KPIs and actual and forecasted
performance against IPD benchmarks

 Energy optimisation plan and savings
 Carbon emissions
 Compliance with environmental, competition, health,
safety, advertising and consumer protection laws and
regulations
 Education, training and development of employees
 Employment equity plan
 Impact of the amended Property Sector Code on the
Company’s B-BBEE score
 The provision of a low-interest loan to CityKidz School
 Allocate unclaimed dividends of over three years

 Improve the Group’s B-BBEE
score
 Develop a corporate social
responsibility programme and
budget
 Ensures that Company’s
Employment Equity policies
meet all relevant legislative
requirements

 Statutory duties
 Consider and take accountability for the Company’s impact on the
marketplace, the workplace, the social environment and the natural
environment
 Assist the Board in governing ethics
 Safeguard the reputation of the Group for the benefit of all its
stakeholders
 Address matters affecting transformation issues impacting the business
 Consider the appropriateness of all disclosures

SA Corporate Real Estate Limited Integrated Annual Report 2019

85

CORPORATE GOVERNANCE

RISK MANAGEMENT AND KEY RISK FACTORS

SA Corporate recognises that risk management is a vitally important process wherein risks to which the business is exposed are
identified, evaluated and monitored. The governance of risk is ultimately the Board’s responsibility and includes determining the
Company’s risk appetite and tolerance levels as well as the approval of the risk management policy and plan. 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 input from the respective Board
Committees. Management is accountable and responsible for managing risks on a daily basis.

Risk and
Compliance
Committee

Risk
Officer

Management

Board
Committees
Audit Committee

BOARD

Nominations Committee
Remuneration Committee
Investment Committee
Social, Ethics and
Environmental
Committee
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RISK TOLERANCE AND RISK APPETITE

KEY RISK MATRIX

SA Corporate operates on a conservative to receptive risk
appetite and the risk tolerance levels are assessed and set on
an annual basis. Management, the Committees and the Board
carefully consider 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 Group’s appetite and tolerance
for risk are mapped to the key risks within the business. At its
November 2019 meeting, the RAC agreed that risks are managed
within the approved limits. The RAC reviewed the key risk
appetite limits and thresholds and the changes were approved
and adopted by the Board in December 2019.

The Group risk register was reviewed in detail at a risk
workshop held in November 2019. In addition, emerging risks
and the extent to which identified risks were becoming more
pervasive, were considered. The Board, with the assistance of
the RAC, has identified the top key risks that could impact the
ability of the Group 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.
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In 2019, the key identified risks included:
Risk description and consequence

Mitigation and opportunities

Investment returns
Non-sustainable distribution growth caused
by increased cost of capital and increased
possibility of a hostile takeover

Mitigation:
 Diversification into residential property market to increase yields
 Recycling low growth, poorer quality assets for higher growth, higher quality assets
 Communication with investors and analysts
 Joint ventures
 Implementation of a more focused strategy
Opportunities:
 Explore possibilities to diversify into other sources of funding, i.e. Domestic
Medium-Term Notes (“DMTN“) and unsecured borrowings

Property market conditions
 Increased vacancies, negative reversions
and arrears causing lower investor
returns
 Dependency on electricity, water
and activities from Eskom and local
authorities causing disruption to tenants,
deterioration of property performance
and increased operating costs

Mitigation:
 Energy saving initiatives
 Expense management
 Focused tenant retention strategy
 Establish relationships with local municipality service providers
 Explore mobile generation capability
 Monitor cost recovery ratios

Capital and interest risk
Rising cost of capital and low liquidity
could negatively impact returns, impair
valuations, be the cause of inability to
act on opportunities and company rating
downgrade

Mitigation:
 Manage gearing and LTV ratios
 Bank LTV requirements were renegotiated on a 65% of transactional level
and 45% on a corporate level, both including marked-to-market values
 Debt swaps and interest rate fixes (current target is 70%)

Human resources
Inadequate human capital can result in
reputational damage, loss of intellectual
property, capabilities and networking
contacts, which will have an impact on
company performance

Mitigation:
 Remuneration policy and incentive scheme implemented
 Staff training and development
 Outsourced property management

Technology and information
Unreliable management information
systems (“MIS“) and communication
technology systems (“ICT“) can result in
loss of information, financial loss and the
inability to produce financial reports and
accurate forecasts

Mitigation:
 Moving towards cloud-based solutions
 Company data is externally hosted and backed-up
 Outsourced information technology with service level agreement
 Internal audit of property manager’s technology control environment

Opportunities:
 Vacant retail space can be converted into storage space and this presents an
opportunity for diversification
 Conversion of commercial space into residential accommodation at accretive yields
 Seize the opportunity to redevelop ageing properties into modern green
buildings at market-related yields
 Alternative sources for water and electricity offer the opportunity to decrease
reliance on local Eskom and Water Boards through rainwater harvesting and
mobile generation capabilities
 Cost-effective and alternative sources of energy and water will also reduce
the cost for tenants

Opportunities:
Recycled capital from disposing assets will be used to reduce debt, thereby
improving our gearing

Opportunities:
 Retain key personnel through a well-remunerated and incentivised scheme
 Talent management, succession planning and upskilling of personnel increases
economic transformation and employee motivation

Opportunities:
 Utilise the opportunity to migrate to advanced technology with concomitant
cost saving and efficient service to customers
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RISK MANAGEMENT AND KEY RISK FACTORS CONTINUED

Key identified risks (continued):
Risk description and consequence

Mitigation and opportunities

Transformation
Business tenants lose rental qualification
for their B-BBEE deductions, resulting in
loss of tenants and reputational damage

Mitigation:
 Employment equity policy implemented
 B-BBEE procurement is a key performance area for property manager
 B-BBEE status is being monitored by the Social, Ethics and Environmental
Committee
Opportunities:
By delivering tangible benefits to multiple stakeholders, we will be enhancing
the community and, at the same time, improve our scorecard

Compliance with key legislative and
regulatory requirements
Non-adherence can result in reputational
damage, de-listing, fines and sanctions

Mitigation:
 Reporting and monitoring by the Risk and Compliance Committee as well as
the Social, Ethics and Environmental Committee
 Insurance cover is in place for non-compliance disclosure
Opportunities:
Investigating technological tools can assist in continuously monitoring changes
to existing legislation

COMPLIANCE WITH LAWS, REGULATIONS, RULES
AND STANDARDS
King IV™ PR13
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 noncompliance 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.

that significant risks are appropriately managed and that
the property management and financial information for the
Group emanating from Broll on-line and other systems are
accurate and reliable.” Broll have confirmed that there were
no breaches or breakdowns in procedures and systems in 2019.
The Group has outsourced its internal audit to BDO Advisory
Services Proprietary Limited (“BDO”) who conduct the
internal audit on a three-year rotational plan. The year ended
31 December 2019 culminated in the conclusion of a threeyear cycle. On completion of each audit area, BDO concluded
that the internal controls operating in that specific area were

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. 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 November
2019, 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 have been to review the key risks,
the risk tolerance and risk appetite and the effectiveness of
the system for monitoring compliance, the Company’s B-BBEE
rating, and provide oversight in the area of technology and
information governance, which will continue in 2020.

adequate and effective.
The Audit Committee confirms that nothing has come to their
attention to indicate material breakdown in the functioning of
the financial reporting controls, procedures or systems occurred
during the year ended 31 December 2019. Certain monitoring
deficiencies were noted. These will be addressed to ensure the
control environment is strengthened.

COMBINED ASSURANCE
The Audit Committee has the overall responsibility to ensure
the combined assurance model is effective. It is based on three
levels of defence and assurance for all key risks identified. Level
one is management-based assurance; level two is assurance
achieved through the oversight of the Board and its committees
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ASSURANCES AND INTERNAL CONTROLS

and level three is independent assurance provided by third

The property management function is outsourced to Broll,
who have issued a representation letter to the Company
in which they state, inter alia, “that the system of internal
control in Broll is designed to provide reasonable assurance

parties such as the internal and external auditors, valuers,
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advisers and regulators. The Committee is satisfied that the
combined assurance framework appropriately addresses all
significant risks.

REMUNERATION REPORT

The Remuneration Committee (“the Committee”) has pleasure in submitting its report for the year ended 31 December 2019.

BACKGROUND STATEMENT
Fair and responsible executive remuneration has attracted growing scrutiny globally in recent years. There has been increasing
interest from institutional investors and regulators in remuneration practices that are more closely aligned with the interests of
stakeholders, as well as being equitable in relation to overall employee remuneration. The adoption of more comprehensive
disclosure requirements by regulatory bodies, as well as growing shareholder activism, have created a strong impetus for listed
companies to embrace better remuneration reporting and shareholder engagement practices, and to adopt appropriate
remuneration policies that are well governed with clear targets and benchmarks.

COMPOSITION OF THE COMMITTEE
The Committee consists of four independent non-executive directors. Details of the members and attendance are set out on
pages 84 and 85.

TERMS OF REFERENCE
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 2019, further details of which are provided in the Corporate governance section of this
report on
pages 84 and 85.

2019 AREAS OF FOCUS

 
Reviewed and approved the scoring for the business
and personal scorecards for the executives for 2019.
 Recommended 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 April 2019.
 
Approved the performance measures governing the
vesting of the FSP awards that were granted in June 2016.
 Approved the FSP awards of participants.
 
Recommended an average salary increase of 6% for
staff.
 Reviewed the outcome of the implementation of the
remuneration policy and agreed that a review of the
policy was appropriate to align it to best practice.
 
Commenced a program to assess and manage talent
within the organisation. Reviewed the organisational
structure to ensure that the organisation is adequately
capacitated with the appropriate skill sets.

2020 AREAS OF FOCUS

 Ensure alignment between executive remuneration and
shareholders’ returns.
 Ensure competitive remuneration.
 Continue to engage stakeholders on our remuneration
policies and philosophy.
 Implement succession planning for executives.
 Grow the executive team.
 Empower employees from within the Company.
 
Completion of talent assessment and succession
management programme.
 Reviewed HR policies for both SA Corporate and AFHCO
and will ensure that all HR policies are reviewed on a
rotational basis of at least three years.
 
Introduction of Malus and Clawback provisions for
variable pay.
 Withdrawal of CIPs, except for those in respect of an
existing participant.
 Recommended that no increase for the non-executive
directors’ fees be taken for the 2020 year.

SA Corporate’s remuneration policy was approved by shareholders by means of a non-binding advisory vote at the last AGM
held on 28 May 2019 on the following basis:
 Approval of the remuneration policy
75.40%
 Approval of the implementation report
78.50%
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REMUNERATION REPORT CONTINUED

REMUNERATION POLICY REVIEW
The remuneration policy referred to hereunder is in respect of SA Corporate employees employed by SA Corporate Real Estate
Fund Managers (Pty) Ltd and is also applicable to the Managing Director and Finance Manager of AFHCO Property Management
(Pty) Ltd. The remuneration of all employees, including those employed by AFHCO, are reviewed periodically with the objective of
achieving market-related salaries and benefits.
The Committee has in conjunction with Bowmans reviewed the remuneration policy to incorporate feedback obtained from
shareholders following the last AGM and address best practice recommendations.
The following key amendments have been incorporated into the policy:
 Malus and Clawback
  There is a growing trend for listed companies to adopt malus and clawback policies in relation to variable pay plans. This is driven
by the view that responsible corporate governance requires business to be able to assess and where necessary, adjust and recover
variable pay benefits to employees on the occurrence of certain trigger events.
 Minimum shareholding
  Amendment to minimum shareholding requirements to create an obligation to be fulfilled by the executive directors, together
with the phasing out of the award of CIPs. More on this amendment is detailed under the remuneration policy implementation
section on
page 95 of this report.

REMUNERATION POLICY AND PHILOSOPHY
INPUTS

OUTPUTS
Attract

Remuneration

SA Corporate’s
strategic intent
and objectives

Conducive work
environment
Nimble entrepreneurial
culture

The remuneration policy outlines steps to achieve SA Corporate’s
remuneration objectives. The remuneration policy is available
at
https://www.sacorporatefund.co.za/index.php/about-us/
corporate-governance#moi-charters-policies-and-checklists.
There is a commitment to transparent and easy to understand
policies which emphasise superior individual and team
performance, and drive sustainable long-term growth in
distributions, aligned with the strategy of the business.
Accordingly, the aim is 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 the median level.
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Employ

Staff retention

Develop

Highly skilled
employees

Incentives
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Incentivise

Retain

Staff satisfaction
Superior business
performance

Remuneration of executives and senior managers is based on a
number of core principles, namely:
 Sustainable value creation
   – Executive remuneration should be fair and responsible.
   – Remuneration policies and practices relating to executives
must be designed to create sustainable value over the long
term, through the rewarding of behaviour that achieves
the strategic objectives.
   – The payment 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 Committee.

 Appropriate pay mix
   – Remuneration should be delivered in the form of an appropriate pay mix between fixed and variable pay, both short and
long term.
   – The pay mix should consider all relevant factors and represent a balanced remuneration mix in line with individuals’ grades
and seniority, whilst considering financial constraints.
   – The elements of remuneration forming the pay mix should take into consideration risk tolerance and should not encourage
behaviour which is contrary to the business’ risk appetite.
   – The on-target pay mix for the CEO and CFO are as follows:

PAY MIX

36%

CEO
on-target
pay mix

36%

28%

33%

CFO
on-target
pay mix

45%

22%

 Long-term incentives    Short-term incentives    Total guaranteed pay

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
local and global trends in remuneration.
 Transparent alignment of remuneration
   – Remuneration should be transparently aligned with overall
corporate strategy, pay policies for other employees, as
well as the overall cost to shareholders.
  – Remuneration should be appropriate in terms of overall
group performance.
  – 
Regular and transparent dialogue/engagement with
shareholders surrounding remuneration matters should be
maintained.

 Regular annual review
  – 
All remuneration elements are assessed and analysed
annually by the Remuneration Committee to assess that
they remain competitive and appropriate.
  – 
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 are
undertaken by the Remuneration Committee.
   – Short-term and long-term incentives are regularly reviewed
to ensure that they continue to increase shareholder value
and to motivate employees appropriately.
  – 
The quantum of executive and senior management
remuneration is internally benchmarked to ensure that it
remains appropriate in terms of market comparators.
  – 
Remuneration is also benchmarked by independent
remuneration consultants every three years.
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REMUNERATION REPORT CONTINUED

COMPONENTS OF REMUNERATION
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 in May 2015.
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
Group’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 that 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 key performance
areas (“KPAs“).
Business scorecard:
 Financial measures 75%
 Non-financial measures 25%
A further breakdown including weightings and targets and
actual achieved has been included on
page 100.
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.
On target STI as percentage of TGP:
 
CEO 75%
 
CFO 50%
The STIs are capped at 200% of the on-target value.

Long-term
incentives
(“LTIs”)

92

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

CEO 2019 REMUNERATION SCENARIOS (R)

12 000 000
10 000 000
8 000 000
6 000 000
4 000 000
2 000 000
0

Actual

Threshold

Target

Stretch

 TGP    STI    LTI (FSP)    LTI (CIPs)    Total

CFO 2019 REMUNERATION SCENARIOS (R)

6 000 000
5 000 000
4 000 000
3 000 000
2 000 000
1 000 000
0

Actual

Threshold

Target

Stretch

 TGP    STI    LTI (FSP)    Total
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REMUNERATION REPORT CONTINUED

LONG-TERM INCENTIVE PLAN
FSP
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.
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.

On-target award
levels

In the case of the CEO, the annual on-target LTI level is 100% of TGP and 75% of TGP for the CFO.

Performance
measures relating to
Performance Shares

The Performance Conditions constitute:
Financial:
Growth in distributions relative to the SAPY index (50% weighting); and relative total shareholder
return (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 Group.

Group 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 0.25% of the number of issued shares.

A full version of the rules of the FSP is available on the Group’s

website.

Cambridge Crossing,
Sandton
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EXECUTIVE EMPLOYMENT CONTRACTS

MALUS AND CLAWBACK

In general, the executives have permanent contracts with a
three-month notice period that does not provide for balloon
payments on termination. Executive contracts do not contain
any restraint of trade clauses. The Group entered into an
arrangement with the Chief Executive Officer, Mr Mackey,
from 5 August 2019, whereby he will continue in his capacity
as CEO of the Company for one year, extendable by mutual
agreement.

All variable awards from the 2020 financial year will be subject
to the Group Malus and Clawback policy.

MINIMUM SHAREHOLDING REQUIREMENTS (“MSR“)
BY EXECUTIVES

Both Malus and Clawback are triggered by events as detailed in
the
remuneration policy.

SA Corporate believes that senior executives should be
encouraged to build up a shareholding in the Group, to align
the interest of senior executives to that of the shareholders.
Accordingly, a minimum shareholding condition has been
implemented by the Company, at levels which are appropriate
for each senior executive. The executive directors are required
to build up a personal shareholding in the Company over a
five year period from vested FSPs to the extent that this can
be achieved from the holding of 50% of post-tax vested FSP
awards.
MSR
 CEO – 200% of TGP
 CFO – 100% of TGP

APPLICATION
All employees receiving incentives will be subject to the malus
provisions and all executive directors, prescribed officers and
senior management will be subject to the clawback provisions
contained in the remuneration policy.

The clawback period is the period of three years following the
payment or settlement of any variable remuneration.

EXECUTIVE REMUNERATION BENCHMARKS
Remuneration is benchmarked by independent remuneration
consultants every three years. The next benchmarking exercise
will be conducted during 2020.
In selecting a comparator Group for benchmarking exercises,
companies listed on the JSE are sized according to the
sector, EBITDA, total assets, turnover and market capitalisation.
Companies with material foreign holdings/ income are excluded
from the comparator group. The most relevant comparator
peer group is the JSE Property Index (“SAPY“).

The target will be measured at the end of the 2024 financial
year for the incumbents and at the first financial year end
following a five year period after appointment for executive
directors appointed in the future.
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IMPLEMENTATION REPORT
SHARE-BASED PAYMENTS

INPUTS AT GRANT DATE

Co-Investment
Share Plan

CIPs 10: Expected vesting 100% – No dividend yield
CIPs 9: Expected vesting 100% – No dividend yield
CIPs 7: Expected vesting 100% – No dividend yield

Forfeitable
Share Plan

FSP 6: Dividend yield 9.38%, expected vesting 60%
FSP 5: Dividend yield 8.11%, expected vesting 60%
FSP 4: Dividend yield 7.64%, expected vesting 60%

0

1

2

3

4

5

Vesting period (years)

OUTSTANDING SHARE GRANTS AS AT 31 DECEMBER 2019

Co-Investment
Share Plan

CIPs 10: 29 157 shares at R3.11 per share
Tranche 1*

Tranche 2* Tranche 3*

CIPs 9: 18 506 shares at R4.32 per share
Tranche 1*

Tranche 2* Tranche 3*

CIPs 7: 25 759 shares @ R5.60 per share
Tranche 1*

Tranche 2* Tranche 3*

Forfeitable
Share Plan

FSP 6: 3 411 359 shares at R2.97 per share
FSP 5: 2 080 825 shares at R4.54 per share
FSP 4: 1402 226 shares at R5.56 per share

June
2017

June
2018

June
2019

June
2020

June
2021
Period

* Tranches 1, 2 and 3 have the same number of shares and grant date.
CIPs 8 cancelled due to resignation of the employee.
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June
2022

June
2023

June
2024

The table below depicts the movements during the year, in respect of the number of shares granted, vested and forfeited in the
respective share schemes during the year.
FSP
shares

CIPs
shares

Movements in shares during the year
2019
Balance at beginning of year
Granted during the year
Forfeited during the year
Vested during the year

4 813
3 411
(555
(774

Balance at end of year

6 894 411

2018
Balance at beginning of year
Granted during the year
Forfeited during the year
Vested during the year

4 492
2 080
(885
(874

Balance at end of year

4 813 364

296 471

Shares

Valuation
price per
share
R

Fair value
R’000

Year-end
valuation
based on
time elapse
R’000

6 894 411
220 264

3.89
4.29

26 827
945

7 772
440

27 772

8 212

22 640
1 444

6 515
825

24 084

7 340

2019
R’000

2018
R’000

47 744
187

40 017
189

2019
R’000

2018
R’000

6 252
41

6 742
41

364
359
840)
472)

187
826
536)
113)

296 471
87 470
–
(163 677)
220 264
404 630
55 518
–
(163 677)

Valuation of outstanding granted shares at year-end

Valuation in shares 2019
Plan
FSP
CIPs

7 114 675
Valuation in shares 2018
Plan
FSP
CIPs

4 813 364
296 471
5 109 835

4.70
4.87

REMUNERATION PAID
Total compensation paid to employees*

Total compensation paid
Total employees
* Excluding executive directors.

Short-term incentives paid to employees

Total bonuses paid
Annual bonus per employee
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DIRECTORS’ REMUNERATION
EXECUTIVE DIRECTORS

CEO: TR MACKEY

0

Basic
salary

Bonus

380

363

1 000

1 633

1 672

2 000

2 565

3 000

2 293

R’000

4 000

4 578

4 328

5 000

Pension scheme
contribution

Total including
other benefits

 2018    2019

CFO: AM BASSON

3 000

3 269

3 172

3 500

0

Basic
salary

Bonus

Pension scheme
contribution

 2018    2019
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282

500

278

1 000

1 019

1 133

1 500

1 963

2 000

1 756

R’000

2 500

Total including
other benefits

Share-based payments to executive directors
Group
2018
Number
of shares

Forfeitable shares

Group
2019
Number
of shares

AM Basson Forfeitable Shares
Opening number of shares
New number of share awards(1,2)
Vested shares2
Forfeited shares2

1 385
814
(262
(173

Closing number of shares

1 764 242

1 385 828

AM Basson Co-investment Shares
Opening number of shares
New number of share awards(1,4)

132 794
87 470

77 276
55 518

Closing number of shares

220 264

132 794

828
479
409)
656)

TR Mackey Forfeitable Shares
Opening number of shares
New number of share awards(1,2)
Vested shares(2)
Forfeited shares(2)

2 413
1 418
(430
(328

Closing number of shares

3 072 717

TR Mackey Co-investment Shares
Opening number of shares
Shares vested(3)

648
549
806)
674)

163 677
(163 677)

Closing number of shares

1 282
542
(308
(129

2 248
944
(541
(237

100
153
625)
800)

108
248
164)
544)

2 413 648
327 354
(163 677)

–

163 677

Total share-based remuneration

R000

R000

AM Basson Forfeitable Shares
TR Mackey Forfeitable Shares
AM Basson Co-investment Shares
TR Mackey Co-investment Shares

1 366
2 379
178
101

1 522
2 633
145
342

4 024

4 642

1.	Strike price is Rnil.
2.	Forfeitable shares:
	The 2015 share issuance was granted on 19 June 2015 and has vested on 18 June 2018.
	The 2016 share issuance was granted on 17 June 2016 and has vested on 9 December 2019.
	The 2017 share issuance was granted on 15 June 2017 and will vest on 14 June 2020.
	The 2018 share issuance was granted on 18 June 2018 and will vest on 17 June 2021.
	The 2019 share issuance was granted on 13 December 2019 and will vest on 17 June 2022.
	These shares are subject to vesting conditions.
3.	
Co-investment shares: The 2014 share issuance was granted on 22 December 2014 and one-third each vested on 22 December 2017,
22 December 2018 and 22 December 2019.
4.	Co-investment shares:
	The 2017 share issuance was granted on 20 June 2017 and one-third each will vest on 20 June 2020, 20 June 2021 and 20 June 2022.
	The 2018 share issuance was granted on 28 June 2018 and one-third each will vest on 28 June 2021, 28 June 2022 and 28 June 2023.
	The 2019 share issuance was granted on 13 December 2019 and one-third each will vest on 12 December 2022, 12 December 2023 and 12
December 2024.

Executive directors’ ratio

Weighted average compensation paid to executive directors relative to average compensation
paid to employees (excluding STIs and LTIs)

2019

2018

10.9

10.9
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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 2018 in support of STIs paid in 2019

KPA

Weighting

Measure

Actual
achieved

Scoring

 Stretch
 Target
 Threshold

Financial measures 75%
Share total return
relative to peer group

17.5%

SA Corporate’s total
return against peer group
(SAPY, excluding foreign
holdings)

41.2%

 1st quartile – 100%
 2nd quartile – median 50% to 75%
 3rd quartile – 25% to 49.9%

Distribution

17.5%

Comparison to approved
budget

7.7% below
budget

 2% above budget
 = budget
 2% below budget

NPI growth against peers

5%

Comparison to total
portfolio growth

71% of peer
group

 75% of peer group
 Peer group median (50% to 74.9%)
 25% to 49.9% of peer group

Recycling of capital

5%

Capital recycled

Recycled
R672 million
of capital

 >=R500 million capital recycled
 R250 million capital recycled
 R100 million capital recycled

Accretion achieved
from acquisitions and
developments

5%

No dilution, unless
approved for strategic
reasons

>1%
accretion
obtained

 >=1% accretion
 No dilution
 1% diluted

Maintaining optimal
gearing ratio

LTV between
30% and 35%

 30 to 35%
 20% to 30% and 35.1% to 40%
 Above 10% to 19.9%

Maintain appropriate
hedging level compared
to policy
hedging tenor

73% hedged for
2.5 years

 70.1% to 100% and > 3 years
 70% and 3 years
 60% to 70% and >= 2 years

Equity and debt raised and
refinanced

R1.2 billion
refinanced

 Raise R500 million additional capital
 Refinance R1.250 billion on best
terms
 Refinance R1.250 billion

4%

By GLA against peers for
the traditional portfolio

2.1% = 14%
lower than
target

 25% < peer group
 = peer group
 25% > peer group

4%

By GLA against prior year
for AFHCO

5.5% = 15%
lower than
target

 10% < PY
 = PY
 10% > PY

Optimal capital structure

Vacancies

100

12%
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For the year 2018 in support of STIs paid in 2019

KPA

Weighting

Arrears

Measure

Actual
achieved

Scoring

 Stretch
 Target
 Threshold

 25% < PY
 = PY
 25% > PY

5%

Against arrears as a % of
12 months’ income

4.4% = 16%
higher than
target on
traditional
portfolio and
4.3% = 3%
lower than
target on
AFHCO portfolio

ICT and systems

5%

Roll out and implementing
the ICT strategy and plan

Strategy defined  Industry best implementation
and plan roll out  Strategy defined and plan
implemented
in progress
 Strategy defined and plan
completed and partially
implemented

Building development
pipeline

4%

New pipeline secured with
development risks and
balance sheet exposure
limited through structures
and partnerships

R618 million
secured

 >=R500 million secured
 R250 million secured
 R100 million secured

10%

SA Corporate B-BBEE level

Level 8
rating

 Level 6
 Level 7
 Level 8

Sustainability: Green
strategy

2%

Roll out and implement
the energy-saving project
plan

13.3% energy
consumption
savings over the
last two years

 Energy consumption savings 10% >
target
 Energy consumption savings of 5%
savings over five years
 Energy consumption savings 10% <
target

Risk and governance

4%

Achieve clean audit and
compliance reports

No significant
audit findings
and risk
mitigation in
place

 Clean audit and compliance and risk
mitigation in place

Non-financial measures 25%

Transformation: B-BBEE
strategy

100%
The overall weighted business score achieved for 2018 was 2.62 out of 5. The business multiplier and personal multiplier based on
the business scorecard and personal scorecard respectively were used to calculate the STI awards for the executive directors, other
Executives and Senior Management. These STIs were paid in April 2019.
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NON-EXECUTIVE DIRECTORS’ 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 approved
rates. In addition, for ad hoc meetings, directors are paid a full fee if the meetings are two hours or more. Meetings less than
two hours are paid half the attendance fee and no fees are paid for meetings less than 30 minutes. Fees for 2019 and 2018 are,
according to best practice, based on a 50:50 split between retainer and attendance fees.

Directors’ fees
RJ Biesman-Simons
A Chowan4
GP Dingaan²
U Fikelepi³
N Ford-Hoon (Fok)6
KJ Forbes1
EM Hendricks
GJ Heron6
J Molobela5
MA Moloto
OR Mosetlhi6
ES Seedat
A van Heerden6
Total

2019
R’000

2018
R’000

807
281
178
235
330
–
639
313
389
881
281
729
315

666
379
400
107
–
229
378
–
486
520
–
473
–

5 378

3 638

1. Retired on 29 May 2018.
2. Retired on 28 May 2019.
3. Resigned on 21 June 2019
4. Resigned on 29 July 2019.
5. Deceased 27 June 2019.
6. Appointed on 17 July 2019.

PROPOSED FEES FOR 2020
The Board’s recommendations in respect of non-executive
director remuneration for the period 1 June 2020 to 31 May
2021 is as follows:
 no increase for the period, given the impact of the current
pandemic.
 The introduction of a fee of R3 000 per hour for ad hoc
meetings, limited to the relevant meeting fee and with a
total cap of 1/3rd of total annual fees.
A resolution for approval of non-executive director fees will be
tabled at the AGM scheduled for the 30th June 2020.
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The Committee confirms that it has complied with
the remuneration policy for the year under review. The
remuneration policy records the measures to be taken by the
Board if 25% or more of the voting rights exercised are against
the remuneration policy and/or the implementation report, at
the upcoming AGM to be held on 30 June 2020.
I wish to thank my fellow Committee members and the
executives for their commitment and the valuable input and
support that they bring to the Committee.
N Ford-Hoon (Fok)
Chairman of the Remuneration Committee

Calderwood Lifestyle Estate,
Benoni

SHAREHOLDER
INFORMATION
Analysis of ordinary shareholders

104

Share price performance
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SHAREHOLDER INFORMATION

ANALYSIS OF ORDINARY SHAREHOLDERS
as at 31 December 2019

Number of
shareholdings

% of total
shareholdings

Shareholder spread
1 – 1 000
1 001 – 10 000
10 001 – 100 000
100 001 – 1 000 000
Over 1 000 000

1 147
1 544
1 859
538
231

21.56%
29.03%
34.95%
10.12%
4.34%

Total

5 319

100.00%

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

48
51
282
65
74
4
8
18
21
17
5
111
6
3
3 793
214
12
1
25
559
2

0.90%
0.96%
5.30%
1.22%
1.39%
0.08%
0.15%
0.34%
0.39%
0.32%
0.09%
2.09%
0.11%
0.06%
71.31%
4.02%
0.23%
0.02%
0.47%
10.51%
0.04%

Total

5 319

201
519
196
112
067

0.01%
0.30%
2.50%
7.32%
89.87%

2 514 732 095

100.00%

7
62
183
2 259

3.55%
0.22%
44.71%
11.85%
0.65%
0.74%
0.10%
0.08%
0.60%
0.88%
19.92%
0.65%
1.06%
0.08%
2.57%
8.80%
0.43%
0.28%
0.88%
1.95%
0.00%

100.00%

2 514 732 095

100.00%

10

0.19%

733 468 478

29.17%

5
2

0.09%
0.04%

3 096 095
1 641 253

0.12%
0.07%

1

0.02%

7 114 675

0.28%

1
1

0.02%
0.02%

456 936 441
264 680 014

18.17%
10.53%

Public Shareholders

5 309

99.81%

1 781 263 617

70.83%

Total

5 319

100.00%

2 514 732 095

100.00%

Direct holding
Indirect holding
Share Schemes
SA Corporate Real Estate Fund Managers
Holders holding more than 10%
Government Employees Pension Fund
Allan Gray
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89
5
1 124
297
16
18
2
2
14
22
500
16
26
2
64
221
10
7
22
49

342
593
895
946
955

% of issued
capital

206
569
087
944
500
740
097
690
467
948
953
936
433
226
011
945
319
675
683
610
056

Shareholder type
Non-public shareholders
Directors and Associates of the Company

104

Number
of shares

217
466
306
981
410
551
438
133
998
141
842
315
740
119
601
284
757
114
131
060
117

Number
of shares
Fund managers with a holding greater than 3% of the issued shares
Public Investment Corporation
Prudential Investment Managers
Allan Gray
Old Mutual Investment Group
Catalyst Fund Managers
Vanguard Investment Management
Investec Asset Management
Momentum Investments

486
385
353
170
102
100
97
86

Total
Beneficial shareholders with a holding greater than 3% of the issued shares
Government Employees Pension Fund
Allan Gray
Old Mutual Investment Group
Prudential Investment Managers
Momentum Investments
Vanguard Investment Management
Alexander Forbes Investments
Total

368
426
560
912
729
167
498
535

19.36%
15.34%
14.08%
6.76%
4.09%
3.98%
3.88%
3.43%

1 783 472 195

70.92%

456
264
243
201
104
99
78

889
783
966
113
902
043
493
279

% of issued
capital

936
680
617
532
324
960
149

441
014
594
051
877
705
217

18.17%
10.53%
9.69%
8.01%
4.15%
3.98%
3.11%

1 449 200 899

57.64%

SHARE PRICE PERFORMANCE

Opening price 2 January 2019

R3.45

Closing price 31 December 2019

R3.06

Closing high for period

R3.75

Closing low for period

R2.67

Number of shares in issue

2 514 732 095

Volume traded during period

1 284 014 397

Ratio of volume traded to shares issued (%)
Rand value traded during the period
Price/earnings ratio as at 31 December 2019

51.06%
R4 241 973 308
9.15%

Earnings yield as at 31 December 2019

10.93%

Dividend yield as at 31 December 2019

13.37%

Market capitalisation at 31 December 2019

R7 695 080 211
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AFHCO/AFHCO
Group

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

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.

B-BBEE

Broad-Based Black Economic Empowerment Act, No. 53 of 2003, as amended by Act No. 46 of 2013.

BEE

Black Economic Empowerment

Bps

Basis points expressed as a hundredth of a percentage.

Broll

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

CAGR

Compound annual growth rate.

Capital return

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

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.

CISP

Collective Investment Scheme in Property.

Closed period

A closed period is defined in the JSE Listings Requirements as:
 the date from the financial year-end up to the date of the earliest publication of the preliminary
report, abridged report or provisional report;
 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;
 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
 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 price
sensitive.

Corporate REIT

A Real Estate Investment Trust (“REIT”) 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.

cps

cents per share.

Discount rates

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

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.

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.

Exit yield

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

GDP

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

GLA

Gross lettable area.

Gross property
expenses

The sum of property administration fees and property expenses.

H1

First half of the financial year.

H2

Second half of the financial year.
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IFRS

International Financial Reporting Standards.

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 Old Mutual Property.

JV

Joint venture in 50% of three Zambian properties.

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-for-like 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.

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.

Net asset value
(“NAV”)

The net asset value of the Group, 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 cost to income
ratio

Net property expense (property expense net of recovery) divided by revenue (excluding recoveries).

Net property
expenses

Gross property expenses less recovery of property expenses.

Net property income
(“NPI”)

Rental income and recoveries less expenses attributable to investment properties.

Non-controlling
interest (“NCI”)

Non-controlling interest is the portion of equity in a subsidiary not attributable to SA Corporate, who
has a controlling interest and consolidates the subsidiaries’ financial results with its own.

Premium/(discount)
to net asset value

The difference between the price at which the shares are trading and the NAV, divided by the NAV. 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 87 to 92 of the Annual Financial Statements.
The properties are held by the subsidiaries of the Group. The property portfolio comprises:
 Investment property at valuation
 Property under development
 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 was replaced by the Amended
Property Sector Code, published on 7 June 2017.

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.

Reversion

The increase/decrease in future rental, negotiated in terms of rental contract renewals.

SAPY/J253

JSE SA Property Index.

SA Corporate Real Estate Limited Integrated Annual Report 2019

107

GLOSSARY CONTINUED

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 straight-line 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.
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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.

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.

WALE

Weighted average lease expiry
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61 Katherine Street
Sandown Ext. 54
Sandton 2196
PO Box 1455
Saxonwold 2132
Tel: +27 11 441 4000
Fax: +27 11 441 4203
E-mail: info@broll.co.za

AUDITORS
Deloitte & Touche
1st Floor, The Square
Cape Quarter
27 Somerset Road
Green Point
Cape Town 8005
Tel: +27 21 427 5300
Fax: +27 21 674 3076

TRANSFER SECRETARIES
Computershare Investor Services Proprietary Limited
Rosebank Towers
15 Biermann Avenue
Rosebank
2196
Private Bag X9000
Saxonwold 2132
2107
Tel: +27 11 370 5000
Fax: +27 11 688 5218

SPONSORS
Nedbank Corporate and Investment Banking, a division of
Nedbank Limited
3rd Floor, Corporate Place
Nedbank Sandton
135 Rivonia Road
Sandown
2196
PO Box 1144
Johannesburg
2000

BANKERS
First National Bank, a division of FirstRand Bank Limited
Global Transactional Services – Cape Town
24th Floor, Portside
5 Buitengracht Street
Cape Town
8001
PO Box 367
Cape Town
8000
Tel: +27 87 736 5538

www.sacorporatefund.co.za

