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HOW TO NAVIGATE OUR
INTEGRATED ANNUAL REPORT
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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 (“SAC”) performance over the
past financial year and its prospects:
SENS announcements;
Annual Financial Statements (“AFS”);
Notice of Annual General Meeting (“AGM”);
Environmental, Social and Governance Report; and
King IV™ compliance register.

ABOUT THIS REPORT

SA Corporate Real Estate Limited (“the Company”) and
its subsidiaries (“the Group”) are pleased to present
its Integrated Annual Report (“IAR”) which has been
prepared for the benefit of all stakeholders. The
aim is to provide a succinct overview of the Group’s
performance for the year ended 31 December 2020.
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.

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

The report covers all wholly owned property investment
subsidiaries, the SAC management company (“Manco”), three coowned properties, as well as the investment in four joint ventures
being 50% joint ventures in three property companies in Zambia
and an 80% joint venture in The Falls Lifestyle Estate. The property
management in respect of the Zambian joint ventures has been
outsourced to our Zambian partners and The Falls Lifestyle Estate
is managed in-house by Afhco Property Management.
There has been no change in the scope and boundary of this report
relative to the 2019 report, other than through changes in our property
portfolio and the impact of the COVID-19 pandemic.

REPORTING BOUNDARIES
MANUFACTURED CAPITAL
Our properties and investments.

INTELLECTUAL CAPITAL
Our brand, knowledge, systems,
procedures and protocols. We aim to
grow the 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
and communities.

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

Integrated
report

Objectives
and
strategies of
the Group

page 40

Integrated
reporting
boundary
Financial
information
on all wholly
owned,
co-owned
and JV
operations
page 52

Environmental,
Social and
Governance report

Risks and
opportunities
identified
with the
Group

page 23 and 91

Stakeholder
priorities
as well as
social and
environmental
needs
page 21

REPORTING FRAMEWORKS
Where practical, the report is aligned with best practice and
principles of King IV™, the Integrated Reporting Framework (<IR>)
of the International Integrated Reporting Council, International
Financial Reporting Standards (“IFRS”), JSE Limited (“the JSE”)
Listings Requirements and the Companies Act, No. 71 of 2008, as
amended.
SAC confirms that it has adopted distribution
per share as a measure for trading statement purposes.
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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
SAC’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 SAC’s strategic direction, they are identified and
endorsed by the Group’s Board of directors and management
team via ongoing input from all 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 12, in a manner that 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 affecting our vacancies, reversions
and property values, among others.
page 18

Value extraction within our portfolio is key to generating
sustained shareholder returns.
page 7

Talented and engaged people reflecting gender equity and
social diversity without whom we cannot operate.
page 30

Environmental, Social and Governance Report

Sustainable development is essential to our role as a responsible
citizen.
page 26

FORWARD-LOOKING STATEMENTS
The IAR contains certain statements that are forwardlooking. 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.

ASSURANCE
The Board of directors identifies the material matters that need
to be addressed in the IAR, to provide a balanced view of all
matters that are salient to the ability of the Group to continue to
add value to its stakeholders. The content of the IAR is selected
and prepared by management, with oversight and input from
the Board. The IAR is reviewed by the Audit Committee and is
recommended to the Board for approval. Certain information
included in the IAR has been extracted from that independently
verified by the following entities:
Key Activities
External auditor for
the consolidated AFS
Specific audits in
terms of the
approved plan
B-BBEE level
verification

Property portfolio
valuation

Carbon footprint
assessment

Environmental, Social and Governance Report

Valuation of swap
derivatives

INTEGRATED ANNUAL REPORT PROCESS
AND APPROVAL
SAC’s Board acknowledges its responsibility to ensure
the integrity of the IAR. The Board is of the opinion that
the 2020 IAR is presented in accordance with the <IR>
Framework, addresses all material matters and offers a
balanced view of the performance of the Group and the
impact on its stakeholders.
The Board has, therefore, approved this IAR for
publication.
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Traditional Portfolio
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management

57 Sarel Baard
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BUSINESS OVERVIEW

MAIN HEADING CONTINUED
Beryl Street, Jet Park

SA CORPORATE
AT A GLANCE
SA Corporate Real Estate Limited is a JSElisted Real Estate Investment Trust (“REIT”)
which owns a diversified portfolio of
quality industrial, retail, commercial and
residential buildings located primarily in
the major metropolitan areas of South
Africa with a secondary node in Zambia.

OUR VALUES

SAC is one of the oldest established
property companies in the South
African market.

Integrity
Innovation
Accountability
Respect

REIT STATUS
SINCE 2015

OUR VISION
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.

PURSUING THE HIGHEST STANDARDS OF ETHICAL BEHAVIOUR AND ACCOUNTABILITY

Assets under management

R17.1 billion

4
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188 properties
(excluding three Zambian properties
and one South African property, held
in JVs, valued at R16.0 billion)

GLA (m²)

1.5 million

Limpopo
1

THE LOCATION
THE LOCATION
OF OUR PROPERTIES
OF OUR PROPERTIES

Mpumalanga
1

Gauteng
16

37

3

65

18

Free State
1

KwaZulu-Natal
8

29

3

South Africa

NUMBER OF PROPERTIES
Western Cape
1

3

1

1

26
Retail

8
Commercial

69
Industrial

66
Afhco

3
Rest of Africa

19
Storage

(not shown on map)

OUR PROPERTY PORTFOLIO
A defensive retail portfolio focused
on community and neighbourhood
centres with high national grocer and
pharmaceutical components

A quality residential rental portfolio

RENTAL AREA (m2)
27%
38%

A quality industrial portfolio with
increasing logistics exposure

3%
32%

Low and reducing exposure to the
oversupplied office segment

REVENUE (R’000)
23%

32%

3%

42%






Afhco
Commercial
Retail*
Industrial

*Includes Storage

SA Corporate Real Estate Limited
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BUSINESS OVERVIEW

POSITIONING FOR A BETTER FUTURE

ACTIONS PROTECTING OUR FUTURE
• Decisive disposals to safeguard the Group’s balance sheet
• Strengthening the financial position of the Group
• Reduced gearing

R1.6 billion in
disposals
Divestments at a

• Refining the quality of the portfolio by exiting poorer
quality properties
• Disposals at, or near, latest valuations, validated
conservative property valuations
• Leasing metrics ahead of targets

discount of 2.6%
to last valuation
Rental relief
provided of
R87.4 million

• Rental relief to prevent tenant failure

INCREASED FOCUS
ON COLLECTIONS

COVID-19 PROTOCOLS
IMPLEMENTED

SECURING TENANT
COVENANT

SUPPORTING TENANTS
WITH RENTAL RELIEF

REDUCED DEVELOPER
EXPOSURE

STRATEGIES POSITIONING THE GROUP FOR VALUE CREATION
• Continuing to reposition and improve the portfolio quality
• Increase exposure to high growth logistics and residential sectors
• Reduce exposure to oversupplied office and low-grade industrial sectors
• Build cash reserves to position for opportunities in a distressed market

ENABLERS TO STRENGTHEN OPERATIONS
• Key executive appointments
• In-house strategic retail leasing capability
• Operational optimisation
• Execution discipline

6
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Convenience
retail augmented
with grocer and
pharmaceutical
offerings
Leasehold and
tenant risk
reduced in
industrial

OUTCOMES IN 2020

FINANCIAL CAPITAL

MANUFACTURED CAPITAL

HUMAN CAPITAL

Assets under management of

Executed and committed

92% of employees are from

R17.1 billion (2019: R18.5 billion)

acquisitions of R385.7 million

previously disadvantaged groups,

Total net property income (“NPI”)

R235 million spent on

of R1.1 billion (2019: R1.4 billion)

improvements to investment

56%1 of Directors are from

property

previously disadvantaged groups,

Like-for-like portfolio NPI of
R1.0 billion (2019: R1.2 billion)
Traditional property retention rate
of 66.5% (2019: 74.0%)

Disposals (contracted and

of whom 48% are female

of whom 33%1 are female
1

Increased to 60% and 40% on 11 February 2021

executed) of R1.6 billion
96% of employees trained
Capital expenditure restricted to

are from previously

essential expenditure

disadvantaged groups

INTELLECTUAL CAPITAL

SOCIAL AND RELATIONSHIP CAPITAL

NATURAL CAPITAL

The leadership team was

806 scholars at CityKidz

Generated renewable energy

Traditional Portfolio vacancy of
3.5% by GLA (2019: 4.2%)

significantly strengthened

10 138 affordable housing
residential units
1 875 student accommodation
beds available
Residential loyalty programme
adapted to offer rental relief

of 15 115 MWh, a saving of
R20 million and 15 417 tonnes
of CO2e (“tCO2e”)
Electricity consumption tCO2e per
m² of GLA, saving of 18%
1 793 631 m3 of waste,
representing 2 554 187 tonnes
recycled at retail centres

SA Corporate Real Estate Limited
Integrated Annual Report 2020
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BUSINESS OVERVIEW

COVID–19 RESPONSE

SAC took decisive action in 2020 to minimise the very
real impact of COVID-19 on our operations.

PROTECTING OUR TENANTS
• Rent relief and deferments to the value of R87.4 million
• Loyalty programmes offering discounts and reimbursements

PROTECTING OUR INCOME BASE
•
•
•
•

Strong focus on collections to minimise arrears
Rental reversions to maintain occupancy
No short-term incentives paid to employees
No increases in non-executive directors’ fees to ensure alignment with shareholder interests

PROTECTING OUR STAFF
•
•
•
•

Provided appropriate Personal Protective Equipment (PPE) to safeguard employees
Implemented the appropriate technology to facilitate work-from-home (“WFH”)
Full employment and salaries
Rolled out employee wellbeing programme

PROTECTING OUR BALANCE SHEET
•
•
•
•
•

Debt covenant negotiations to safeguard compliance
Disposals to bolster cashflow and repayment of debt to reduce loan to value (“LTV”)
Deferral of 2019 distributions to protect cash position
Retained 25% of 2020 distributable income
Capital expenditure limited to essential maintenance and committed development

PROTECTING OUR SUPPLIERS AND PROPERTY MANAGERS
• Intensified engagement to understand challenges
• Adjusted fee arrangement with property manager to secure personnel

ASSISTING OUR SOCIAL PROGRAMMES
• Bursaries to the value of R2.2 million for school
children attending CityKidz

8
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PROTECTING OUR CUSTOMERS AND PEOPLE
The following protocols were implemented:
Retail
• Social distancing implemented at centres via markings
• Signage placed around centres reminding visitors of the social distancing restrictions
• Signage placed around centres advising of the compulsory use of masks
• Regular cleaning of all elevators, lifts and buttons
• Hand sanitising stations placed in common areas of centres
Residential
• Screening of all tenants, staff and contractors
• Visitors allowed, subject to strict protocols
• Suspension of biometric access control
• Hand sanitisers provided at entrances
• Social distancing stickers at entrances and lifts
• Heightened cleaning of high touch point areas
• Closure of common amenities and playgrounds
• Continuous communication with tenants
• Infected person protocols in place
• WiFi roll-out to facilitate WFH
Internal
• Daily symptom screening of employees
• Hand sanitising stations have been placed in common areas of offices
• Offices have been deep cleansed and fogged
• Face masks have been provided to all employees
• Biometric system replaced with facial and temperature recognition system or proximity cards
• COVID-19 compliance officer and managers appointed per location to ensure protocols are followed and to
address any issues
• COVID-19 presentations and training

KEEPING STAKEHOLDERS INFORMED
•
•
•
•

Results presentations by webinar
Investor virtual meetings
Pre-close presentations by webinar
Trading updates

SA Corporate Real Estate Limited
Integrated Annual Report 2020
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BUSINESS OVERVIEW

WHAT WE OFFER INVESTORS

A solid
asset base

Strong exposure to
community and
neighbourhood
shopping centres

Proven ability
to extract value
from properties

10

Balanced
portfolio with
minimal office
exposure

Attractive growth
properties
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High national
grocer anchor
base

Exposure to
quality industrial
properties

Strong financial
fundamentals

Exciting exposure to
residential property
Experienced team

Mpumelelo,
End Street Precinct,
Doornfontein

SA Corporate Real Estate Limited
11
SA Corporate Real Estate Limited
Integrated
Annual
Report 2019
Integrated
Annual Report
2020
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BUSINESS OVERVIEW

OUR BUSINESS MODEL

OUR INPUTS

OUR BUSINESS ACTIVITIES

FINANCIAL
CAPITAL

ENGAGE WITH OUR STAKEHOLDERS
Page 21
Debt and equity
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MANUFACTURED
CAPITAL

N

OUR VALUES AND
GOVERNANCE
STRUCTURES

Acquire properties at
accretive yields

Our properties
and investments

Pages 4 and 84
INTELLECTUAL
CAPITAL

TY

ILI

Our brand, knowledge,
systems, procedures, and
protocols

U
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AC

AB
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CT
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S
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HUMAN
CAPITAL
Di

Our employees’
competencies, capabilities
and experience

OUR
STRATEGIC
OBJECTIVES

SOCIAL AND
RELATIONSHIP
CAPITAL
Our communities,
suppliers, tenants and
other networks
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o
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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 focused on logistics

NATURAL
CAPITAL

 Divest from remaining commercial properties
Natural resources

 Establish a quality residential rental portfolio

Refer to page 40 for more information
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OUR OUTPUTS

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

Op

tim
str al ca
uc
tu pital
re

MANAGEMENT
AND INNOVATION
Refer CEO’s review
on page 40

OUR OUTCOMES

Develop existing
assets

For more information on
our outcomes, please refer to
Outcomes in 2020, page 7)

t of
en
ici ent
f
f
E em lio
g
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na ort
a
m ur p
o

OUR KEY
RISKS

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

 Competition from e-commerce


Ongoing impact of the COVID-19 pandemic

Jeppe Post Office, Johannesburg

Refer to page 92 for more information
SA Corporate Real Estate Limited
Integrated Annual Report 2020
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BUSINESS OVERVIEW

HOW WE MANAGE OUR BUSINESS

PRIMARILY
REGULATED BY

JSE
Ensure compliance with JSE
Listings Requirements and the
recommended practices of King IV
Report on Corporate Governance
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

MANAGED BY

A MEMBER OF

Board and Committees
(provide oversight)

SA REIT Association

Refer to the Board of Directors
and Governance and Compliance on
pages 32 and 84

Promotes 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
 Stellenbosch Square

14
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Joint ventures
in Zambia (50%)
and The Falls
Lifestyle Estate
(80%)

Hayfields Mall, Pietermaritzburg

OUR INVESTMENT PHILOSOPHY

SAC is focused on achieving long-term
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.
SAC 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 can make use of gross debt and corporate
guarantees up to a maximum of 45% LTV as per its lenders’
covenant requirements. The long-term strategy of the Board
is to maintain the net borrowing limit at a maximum level of
40% of the underlying assets of the Group. The challenges
brought about by the COVID-19 pandemic have necessitated
more prudent interim measures to be implemented, in the
form of engagement with lenders for relaxation of covenants
and divestments to reduce the debt metrics.
For more information refer to the Financial review on page 52.

Celtis Ridge Shopping Centre, Centurion

SA Corporate Real Estate Limited
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BUSINESS OVERVIEW

OUR DIFFERENTIATORS

FOCUS ON
CONVENIENCE
RETAIL

A particular strength of SAC’s retail portfolio is the attractiveness of our convenience shopping.
The focus on national supermarket chains is demonstrated by the quantum of the grocer
occupancy, which is more than 19% of total GLA. This is complemented by food services such
as butchers, food speciality stores and liquor stores comprising a further 10% of total GLA. The
grocer offering and food services are selected with a view to satisfy the unique demand in the
catchment area and is complemented with a strong wellness and pharmaceutical tenancy as
well. These offerings have been well received by our customers and will be increased further
during 2021.

Umlazi Mega City,
Umlazi

Bluff Shopping Centre,
Bluff

Pine Walk Centre,
Pinetown

GROWTH OF
ATHLEISURE

Cambridge Crossing,
Sandton

East Point Shopping Centre, Boksburg

The demand for casual wear has soared during the COVID-19 pandemic, with more people
working from home. Athleisure, a hybrid of workout clothes and loungewear, which
makes for super versatile pieces that can go from the gym to the couch and now to the
office at home, has become a defining trend. The SAC portfolio of Sportswear tenants has
outperformed the Sportswear category on the MSCI database by 67% through 2020. The
Adidas brand expanded their store in Springfield Value Mart by 442m2, with the new,
expanded store relaunched at the end of November 2020.

16
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ENHANCED
RESIDENTIAL
AMENITY
OFFERINGS

With increasing competition, lifestyle enhancing amenities have become a key differentiator
to attract residential tenants. We have undertaken considerable work in offering free Wi-Fi,
gymnasiums, braai and other relaxation facilities, as well as laundries and transport services at
various buildings for our tenants’ use and enjoyment, to provide more value to their stay with
Afhco. Even more exciting enhancements are planned for 2021.

Mpumelelo,
End Street Precinct,
Doornfontein

Platinum Place,
New Doornfontein

Panama House,
Johannesburg

Mpumelelo,
End Street Precinct,
Doornfontein

Beryl Street, Jet Park

37 Yaldwyn Road,
Jet Park

FOCUS ON
QUALITY
LOGISTICS
ASSETS

37 Yaldwyn Road,
Jet Park

57 Sarel Baard
Crescent, Centurion

The quality of the industrial portfolio has been refined by exiting poorer quality assets that do not meet the investment
criteria. The logistics sector has experienced high growth as e-commerce investment increases thus necessitating the
need for modern logistics. Logistics facilities account for 71% of the industrial portfolio.

MINIMAL
EXPOSURE TO
OVERSUPPLIED
OFFICE
SECTOR
Green Park Corner,
Sandton

SAC has nominal exposure to the rapidly declining office sector with offices contributing only 3% (by value and GLA) of
the total portfolio as at December 2020. Commercial exposure will be further reduced by divestment and repurposing
of offices.

SA Corporate Real Estate Limited
Integrated Annual Report 2020

17

BUSINESS OVERVIEW

OPERATING CONTEXT

The COVID-19 pandemic sparked fundamental change in the
property industry in 2020, from instigating a structural
metamorphosis in the office space, to accelerating e-commerce
and last-mile logistics, to solidifying consumers’ preferences for
convenience and confining shopping to essentials.

of occupancy and risk of corporate failure. There is a prevailing
trend in the market for lower rentals, caused by the significant
reduction in interest rates, an oversupply of rental properties
across most sectors and low economic growth.
SAC has taken cognisance of these evolving patterns, as well as
several other emerging and influential trends in setting its
strategic direction. These include, among others:

In addition to these longer-term trends, the current operating
environment is fraught with financial pressure, increasing cost

STRATEGIC OBJECTIVES
Convenience
retail

Human capital
development

Financial
sustainability

Operational
optimisation

Quality industrial
portfolio

Quality residential
portfolio

Environmental
trend

Impact

Online shopping is
accelerating

The pandemic has caused a substantial reduction in footprint in retail
stores as well as a notable increase in online purchases.

Execution
discipline

Our strategic response

In South Africa, 29% of online consumers are doing far more shopping
online now than before the outbreak, and 65% of consumers are visiting
physical stores less, according to a Nielsen study of 10 Africa and the
Middle East (AME) markets done last year.
IMPACT OF ONLINE SHOPPING DURING COVID-19

28%

27%

34%

29%

20%

24%

19%

23%

26%

24%

21%

13%

Egypt

Nigeria

South Africa

Kenya

33%

Oman

KSA

31%

Bahrain

16%

27%

Kuwait

21%
UAE

44%

31%

Qatar

41%

g Same as before the Outbreak g Shopping more
SOURCE: Nielsen Consumer Insights Survey:
https://www.nielsen.com/ssa/en/insights/
article/2020/overcoming-online-shopping-obstacles-amid-lockdowns-in-africa-and-themiddle-east-is-not-only-retailer-driven/

Demand shifting
Convenience centres have taken market share from larger malls in recent
towards community surveys. Data analytics company, Lightstone published a report in 2020
and smaller centres outlining South African consumer grocery shopping patterns during the
COVID-19 lockdown period and noted that consumers are avoiding larger
shopping centres and choosing to shop for essential items at smaller
centres closest to home, where they can spend less time.

18

Divesting from
commercial
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SAC is positioning itself for
this trend by focusing on
convenience shopping in
terms of bricks and mortar
retail and

Investing in high-quality
logistics buildings which
will be utilised for online
retail.

Retail mix is
adapting to the
changing
environment

The type of goods and services consumers choose to spend their money on
has changed in the pandemic, with a much stronger focus on essentials.
Food retailing has been particularly robust, and WFH benefitted the
electronics and home furnishings categories. Entertainment, luggage,
travel services and restaurants were hardest hit by COVID-19 restrictions.

E-commerce
demands good
quality logistics

South Africa’s e-commerce sector looks set for explosive growth – Rand
Merchant Bank expects the sector’s value to surge by 150%, to R225 billion
within the next five years. Modern logistics assets and efficient supply
chain management are therefore imperative if retailers are to remain
competitive.

WFH has the
potential to cause a
structural change
in the office sector

The weak economic environment, improved technology and staff
preferences may be catalysts for more companies to cut overheads and
adopt more WFH. This trend has the potential to have a manifest impact
on the type and magnitude of office space required in future, as well as on
the viability of retail in the surrounding areas.

Increasing
urbanisation

The secular trend towards urbanisation has been sustaining demand for
entry-level urban residential accommodation for decades. Smaller urban
living spaces are also generating increased demand for self-storage close to
home.

Evolving role of
businesses to create
a sustainable
society

The COVID-19 pandemic has put the spotlight on the opportunity and
responsibility that business has to contribute to society in a meaningful
way. Demand for a reduced environmental footprint is increasing.
Environmentally and socially aware consumers are also becoming
increasingly discerning when making purchasing decisions.

SAC is focused on a high
grocer, pharmaceutical and
convenience mix to increase
the defensiveness of its retail
portfolio.

Material issue: Our role as
a responsible citizen

Refer to the CEO’s review on page 40 for our strategic response to these trends.

Calderwood Lifestyle Estate, Benoni

SA Corporate Real Estate Limited
Integrated Annual Report 2020
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BUSINESS OVERVIEW

SOME OF THE TRADE-OFFS WE HAVE MADE IN 2020

To achieve our vision of sustainable distribution growth and long-term capital appreciation, the Board and management at SAC
are constantly required to review the use and allocation of the available resources to ensure maximum effectiveness. Below are
a few of the primary trade-offs that we have made amongst capitals this year:

•

Maintaining a quality portfolio - we constantly have to assess the quality of our property assets, recycling from those that
do not meet our investment criteria to those that will better contribute to sustainable distribution growth.

•

Preserving cash flow by deferring and reducing the pay-out ratio of distributions paid to investors – the challenges of
the pandemic required the Board to balance short-term negative investor sentiment versus preserving liquidity for the
long-term sustainability of the Group.

•

Tenant sustainability versus cash flow – the pandemic and related lockdowns prevented many tenants from trading, creating
financial hardship and a reduced ability to service leases. SAC had to consider its role as both a landlord and a corporate
participant in the broader economy. We have elected to assist tenants and prevent tenant failure where possible.

•

Continued occupancy versus positive rental reversions – it remains cheaper and often less risky to retain a performing
tenant, rather than to maximise income. With multiple tenant failures and oversupply, managing vacancies and retaining
tenants have been a priority, often at the expense of negative rental reversions.

•

Financial sustainability versus environmental sustainability - implementing water- and electricity saving strategies may
impact on the company’s short-term liquidity position but provide long-term benefits in terms of reduced environmental
impact and lower occupancy costs for tenants.

Newgate, Newtown
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STAKEHOLDER ENGAGEMENT

SAC has identified and maintains active engagement with a broad range of stakeholders that have a direct or indirect impact on
our business, our reputation, and our ability to create value for our stakeholders. The Group recognises that the quality of these
relationships impacts the success of our business and appreciates the importance of maintaining a sustainable balance with the
interests of our stakeholders.
For this reason, SAC maintains a formalised stakeholder engagement and communication process which is aimed at identifying and
prioritising all individuals, entities and groups who might affect or be affected by, the Group’s investments, operations and activities.
Engaging with our stakeholders forms a critical part of our business strategy, and SAC invests in understanding its stakeholders’ views and
needs and ensuring that transparent, balanced, and timely information is accessible to all.
This process is documented in an information policy that 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, timely and transparent, and in compliance with JSE Listings Requirements.
SAC’s stakeholder-inclusive approach balances the needs and expectations of all our stakeholders. The Social, Ethics and
Environmental Committee assists the Board in carrying out this responsibility by considering and discussing specific stakeholder
issues at its meetings.
Due to the COVID-19 pandemic, the business was required to adapt to the new normal of engagement and the business
embraced the virtual communications platform. This enabled us to continuously engage with all stakeholders.
STAKEHOLDER GROUPS

Shareholders and
investors

Property management

Employees

A stakeholder inclusive approach
Tenants

that balances the
needs, interests and

Debt providers

expectations of all
stakeholders

Regulators, industry
Communities

and business
organisations

Local and national
government

The primary stakeholder engagements during 2020 and their outcomes are provided on the following pages.
SA Corporate Real Estate Limited
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STAKEHOLDER ENGAGEMENT CONTINUED

Our stakeholders

Quality of
relationship

Mutually beneficial
SHAREHOLDERS, relationship with
INVESTORS AND robust and healthy
ANALYSTS
engagement
In the past year:
Engagement with
shareholders and
analysts was
intensified to keep
them abreast of the
impact of the
pandemic.

PROPERTY
MANAGERS

Good-quality,
value-adding
relationship

In the past year:
Frequent engagement
with property
managers became
even more critical, to
ensure appropriate
safety protocols in and
around the properties
TENANTS
In the past year:
The safety of tenants
was our key priority
and multiple means
were utilised to
communicate and
manage safety
protocols

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
· Trading updates
· Corporate website
· AFS and bi-annual reporting on
results
· IAR
· Virtual meetings and results events

· Acceptable and sustainable growth
in distributions
· Appropriate return on investment
· Sound corporate governance,
compliance and risk management
· Consistent financial performance
· Good corporate citizenship
· Fair and transparent executive
remuneration and incentives
· Capital preservation

· Monthly meetings with executives · Performance of property managers
and asset managers
· Security of contractual
· Communication of the Group’s
arrangements
strategy
· Clear service level agreement with
· Developing business plans,
well-defined KPIs
budgets and forecasts to NPI level · Clarity around longer-term
· Quarterly review of key
strategy
performance indicators (“KPIs”)
· Compliance with laws and
regulations

We have a strong and
loyal tenant base, as
evidenced by our high
retention rates.
Maintaining this
tenant base was a
challenge in the past
year due to tenant
failures and
affordability issues.
SAC assisted with
tenant relief, where
appropriate.

· Meetings with centre managers
and on-site staff

· Loyalty and retention of tenants

· Strategic relations with national
retailers

· Quality of property

· Partnering with tenants
· Property manager meetings
· On-site marketing consultants at
retail centres
· Tenant visits
· Walk-in centre, email, WhatsApp,
telephone, chatbot, notices,
letters, for residential tenants

· Reasonability of cost of occupancy
· Tenant safety and security
· 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

COMMUNITIES

Generally, mutually
beneficial
relationships

In the past year:
The needs of our
communities
increased markedly

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

Our response

Risks

Opportunities

Contribution to value
creation

· We aim to achieve sustainable,
quality returns, which deliver
both profit and cash to our
shareholders

· Reputational damage

· A strengthened
investment case

· Shareholders provide
capital to facilitate
growth in the business

· Robust engagement keeps us
abreast of shareholder needs and
preferences

· Increased cost of
capital
· Slowing distribution
growth
· Safeguarding against
liquidity risks

· A share price valuation
that reflects appropriate
value for the Group
· Introducing new
convenience, defensive
retailer brands and
concepts

· Analysts provide
market intelligence on
opportunities and peer
comparisons

· Repurposing commercial
properties for residential
use

· We maintain strong relationships
with well-defined expectations
and regular interaction to ensure
acceptable performance and
ongoing healthy relationships

· Maintaining the safety · Well-managed and wellof customers and
maintained properties
tenants
attract tenants and
improve retention
· Increased vacancies

· Drive effective and
efficient operations
through improved
property fundamentals

· Reputational damage

· Ensure the maintenance
of the properties is well
planned and executed

· Properties that are not
well-managed or wellmaintained

· Ensure the safety of the
tenants, customers and
employees

· Stringent implementation of
COVID-19 protocols to ensure a
safe environment

· Tenant concerns
may damage our
reputation

· Early warning system
to protect against
reputational damage

· We continuously strive
to accommodate tenant
requirements, within acceptable
parameters

· Tenant safety and
exposure to the virus

· Resolving tenant
complaints quickly and
effectively leads to
increased tenant loyalty

· Inability of tenants
to afford the cost of
occupation

· Improving the level of amenities
continues to receive focus, to raise · Lack of tenant
the quality of affordable housing
retention
for residential tenants
· Improving the level of security to
inner-city residential and retail
tenants
· Tenant relief to support tenant
resilience
· We partner with our communities
and strive to play our part for
the success and well-being of the
communities in which we operate

· The renting of available
space, enabling SAC to
grow its business

· High retention reduces
costs of sourcing new
tenants
· Supporting tenants
in challenging times
improves retention as well
as SAC’s reputation as a
landlord

· A breakdown in
· Strong community
relationships in a
relationships will support
community could harm mutually beneficial
our reputation and
outcomes for community
increase vacancies
developments, as well as
· SAC has this year, as part of our
increased footfall in our
social investment, invested in
· A deterioration in
malls and higher value for
funding skills development for
the environment
our residential properties
disabled, previously disadvantaged surrounding our
people
properties will
ultimately impact on
· Bursaries to support CityKidz’
their value
parents with outstanding school
debt and 2021 fees

· 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
· Financial relief improves
tenant and community
viability

· Student bursaries from Afhco
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STAKEHOLDER ENGAGEMENT CONTINUED

Our stakeholders

EMPLOYEES

Quality of
relationship

Engagement methods

Stakeholder priorities

Strong relationship
of trust and mutual
understanding

· Staff meetings

· Job security

· Intranet and emails

· Fair remuneration and incentives

· Performance review and career
planning discussions

· Conducive work environment

· Online platforms

· Financial sustainability, including
Group performance

In the past year:
Employees had to be
assisted with the right
tools to WFH where
possible and
alternative electronic
engagement tools
were sourced

· Virtual meetings

· Group values

· Training and career development
opportunities
· Safety concerns during the
COVID-19 pandemic

Good-standing,
DEBT PROVIDERS value-adding
relationship
In the past year:
Engagement with
lenders was intensified
to negotiate covenant
compliance during the
pandemic and keep
them abreast of
financial impacts of the
pandemic

· Regular virtual meetings

· Competent treasury function

· Long-standing professional
relationships

· Ability to service debt

· Property inspections

· Adhering to covenants

· LTV and other covenant ratios

· Cash flow projections
· Reporting on covenant
requirements

REGULATORS,
Mutually beneficial
INDUSTRY AND relationship
BUSINESS
ORGANISATIONS

· Attendance and participation at
property industry conferences

· Sector-specific issues
· Introduction of new legislation

· Liaise with JSE through sponsor
· Member of the SA REIT
association

In the past year:
The SA REIT
Association actively
engaged with the JSE
to improve SA REIT’s
plight in terms of
minimum
distributions given
liquidity constraints
during the pandemic
LOCAL AND
NATIONAL
GOVERNMENT
In the past year:
Continued
engagement with
National Treasury and
SARS regarding the
REIT status and tax
compliance through
the SA REIT
Association.

SAC’s belief in strong
and ethical
leadership and
collaboration for
sustainable
development assists
with our relationship
with government

Engagement with
municipalities to
ensure fair municipal
valuations and
related charges
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· Regular meetings and
consultations

· Compliance with legal and
regulatory requirements

· B-BBEE scorecard

· Service delivery

· Employment equity reports

· Contribution to economic
development

· Johannesburg Property Owners
and Managers Association’s
interactions with the City of
Johannesburg
· Lobbying
· Local authority engagement in
respect of access improvements

· 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

Our response

Risks

· We invest in skills development
to ensure that our people are
equipped to provide excellent
service

· Negative perceptions
· Ensuring a committed
· Highly skilled and
from employees might and engaged workforce,
engaged staff who are
cause disruption
will lead to a satisfied
adequately remunerated,
of operations
tenant base and profitable incentivised, and
and unproductive
growth
motivated to execute our
behaviour
strategic objectives
· Providing employees
· Lack of staff retention
with access to a wellness
· Staff retention
leads to disruptions
programme
and increased costs

· We strive to remunerate our staff
well and provide an appealing
employee proposition to attract
high calibre staff

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

· Lack of capital
· Reputational damage
· Onerous LTV
covenants
· Breaching covenants

· Extensive engagement with
funders to proactively manage
compliance with lender covenants
during COVID-19

Contribution to value
creation

· Identifying opportunities
for improved disclosure
and value-add

· Provision of funding
to facilitate business
objectives

· Launching additional
funding instruments to
broaden the base of
potential lenders
· Securing additional
facilities and/or less
onerous funding terms to
ensure liquidity

· Monthly reviews are circulated to
the Risk and Compliance Committee
to ensure that all risk tolerances
and thresholds are in place.
· We keep abreast of JSE Listings
Requirements and changes in
regulations

Opportunities

· Non-compliance with
industry regulations
· Non-compliance with
JSE REIT requirements

· Co-operation with peers
· Guidance on matters
may lead to outcomes that affecting the property
benefit all parties
industry and sharing of
experiences
· Savings through lessons
learnt
· Joint lobbying on matters
of mutual interest

· We are committed to ethical
· Non-compliance or
business and governance practices a deterioration in
and are willing to collaborate
relationship with
to improve service delivery for
regulators, may
tenants
jeopardise SAC’s
license 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
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NURTURING OUR CAPITALS

“There has been a global shift in environmental and social consciousness in the past decade, with an increasing understanding
that environmental, social, and corporate governance (''ESG'') issues ultimately, and often directly, affect the long-term
performance of companies. At SA Corporate we believe that, for our business to truly prosper, we need to balance economic
performance with human capital, environmental, social, health and safety, transformation, ethical as well as corporate
responsibility considerations (ESG), all on a holistic basis. The Group ensures that all these dimensions are addressed throughout
its business operations, an approach that serves as testimony to its commitment to sustainable development.“
Ms EM Hendricks, Chairman of the Social, Ethics and Environmental Committee.

SOCIAL AND
RELATIONSHIP CAPITAL

Afhco’s vision is to raise the standard of education in the inner city, and to realise
this vision, a Section 21 non-profit company, CityKidz Pre and Primary School, was
started in 2008 as a social initiative. The school, which is Umalusi registered,
provides quality care and education from Grades RR to 7.

COVID-19 has restricted the number of children per class the
school could enrol in 2021 and they were limited with the intake
of new Grade RR and Grade R learners. The total number of
learners therefore dropped slightly from the prior year with 806
learners (2020: 815), being taught in 36 classrooms.
Despite some unique challenges and demands on the staff and
students of CityKidz, change has been embraced and the Wi-Fi
installation at the school which enabled online teaching has been
met with great excitement. The school has implemented Google
Meet, through which teachers can “see” their students virtually
and talk to them as though they were in the classroom. They also
use Google Classroom which enables students to hand in
homework and assignments. The effort and hard work from the
staff (both academic and non-academic) to prepare for this
virtual classroom situation was truly remarkable.
SAC has donated bursaries of R2.27 million to CityKidz in 2020
- with over 200 school children benefitting. The bursaries were
used to settle outstanding debt, and to cover some of the 2021
school fees.
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806 learners
36 classrooms

Support Our Schools is an ongoing initiative by the SAC Retail portfolio
to give back to the community and assist with the improvement of
schools. 2020 was the 3rd consecutive year where SAC shopping centres
contributed to the education facilities within their communities.
As a Mandela Day initiative, SAC’s coastal shopping centres made
donations to schools in the form of PPE, which enabled them to re-open
after the COVID-19 lockdown. The centres secured a combined
sponsorship from tenants valued at R12 000.

AFHCO BURSARY OPPORTUNITY
Afhco launched an annual bursary opportunity in 2019, comprising one
educational and one student accommodation bursary per annum. In 2020,
the two bursaries were combined and awarded to one individual. To allow
her to complete her studies, the combined bursary was awarded to the
same student in 2021. Afhco also awarded a further educational bursary to
another student.

URBAN AGRICULTURE INITIATIVE
The Urban Agriculture Initiative (“UAI”) is a non-profit social enterprise established by the Johannesburg Inner-City Partnership (“JICP”)
to drive the development of urban agriculture in the City of Johannesburg. Afhco is a founding member of the UAI and was involved
in conceptualising the idea and assisting with the execution. The company played a key role, along with other stakeholders in the inner
city, to obtain seed grant funding from the Department of Small Business Development (“DSBD”) to construct the farms and train farm
entrepreneurs to operate the farms.
The idea of the UAI is to create a space where people can learn the fundamentals of urban agriculture and how to develop their
own urban farms in limited spaces, such as unused rooftops or parking lots. Afhco has offered the rooftops of its Stanop,
Newgate and Greatermans buildings free of charge, for this purpose. The company also partially sponsors the water and
electricity consumption of these farms.

RETAIL CENTRE SOCIAL INITIATIVES
SAC 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.
SA Corporate Real Estate Limited
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NURTURING OUR CAPITALS CONTINUED

Wina nathi and Buck for bills competitions
Umlazi Mega City ran a campaign during
which customers who spent R150 or more
in the centre were entered into a draw to
stand a chance to win 1 of 15 shopping
sprees to the value of R10 000. Close to
1 500 customers participated in the
competition.

The SpringField Value Centre in Durban ran a
campaign during which customers who spent
R150 or more in the centre, stood a chance to
win 1 of 4 personal debt settlements valued at
R10 000 each. 687 Customers entered the
competition. East Coast Radio hosted an outside
broadcast at the centre with sponsored publicity
worth over R1 million.

CANSA Shades of Pink Fun Run/Walk and National
Shavathon
Davenport Square in Durban hosts an annual Cancer
Association of South Africa (“CANSA”) Shades of Pink
Fun Run which aims to raise funds and awareness for
breast cancer. The event was hosted virtually, and
participants were encouraged to upload photos and
videos to social media. A total of 430 runners/walkers
participated, raising over R27 000 for the cause.
SAC hosted the annual CANSA Shavathon in February
2020. Customers were encouraged to shave or spray
their hair in the shopping centres and donate to
CANSA - over R70 000 was raised.

Bluff Towers charity kiosk
Bluff Towers Shopping Centre in
Durban adopted Collingwood
Primary School as their school to
support. They created a kiosk in the
centre where items such as shopping
bags, cooler boxes, sunblock and
bluetooth speakers were on sale. The
campaign had a dual purpose – firstly
to raise funds for the school and

Decathlon launch

secondly to introduce the centre’s

As part of the launch of the new Decathlon store, East Point Shopping Centre pledged

new branding to its customers. Some

R100 000 for the upgrade of the boxing gym at Jan Mabetha’s Boxing Academy. The

R27 000 was donated to the school

Academy teaches boxing to underprivileged children in the community. The Centre also

through this initiative.

donated 338 soccer balls to the learners at CityKidz Primary School.
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NATURAL CAPITAL

SAC has implemented proactive efforts to reduce its environmental footprint and utilisation
of natural resources. Under the oversight of its Social, Ethics and Environmental Committee,
it aims to measure and minimise the impact of its own operations on the environment, as
well as that of its property portfolios in all geographical areas in which it operates, including
beyond 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.
Some of the environmental projects SAC implemented this year include:
Solar PV installation

57 Sarel Baard Cresent, Centurion

Solar photovoltaic (“PV”) electricity generation
SAC has partnered with Terra Firma Solutions,
an energy engineering solution provider since
2015, to conduct energy assessment and solar PV
feasibility studies at several of our properties.
Through this process, SAC has implemented
solar installations generating 11.85 MW of
renewable energy.

In 2020, SAC generated

15 115 MWh of renewable energy, resulting in an
electricity cost saving of R20 million and saving
15 417 tonnes of CO e.
2

Electricity consumption
tCO2e per m² saving of

18% in 2020

CARBON FOOTPRINT
To monitor its ongoing impact on the environment and identify opportunities for further reductions, SAC quantifies its annual
carbon footprint. The Company accounts for its greenhouse gas (“GHG”) emissions from operations according to its share of
equity in the operations.
In 2020, 175 (2019: 181) properties were included in the assessment. These included 110 SAC properties (including 6 disposals) and 65

Total greenhouse gas
emissions for 2020

Afhco properties (including 3 disposals). In partly owned properties, only SAC’s ownership share has been included.

CARBON FOOTPRINT

2020

179 189

0.14%

12%

tCO2e

FOLLOWING THE GREENHOUSE GAS

88%

SCOPE 1:

247 tCO e

SCOPE 2:

21 925 tCO e

SCOPE 3:

157 018 tCO e

2

2

2

PROTOCOL NON-KYOTO GASES: 371 tCO2e
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SCOPE 3 ELECTRICITY

SCOPE 3 WATER

155 426

1 592

tCO2e

tCO2e

TENANT ELECTRICITY CONSUMPTION

TENANT ELECTRICITY CONSUMPTION

81% n Traditional Portfolio (tenant) [125 310 tCO2e]

43% n Traditional Portfolio [685 tCO2e]

19% n Afhco Portfolio (tenant) [30 116 tCO2e]

57% n Afhco Portfolio (tenant) [907 tCO2e]

Emissions associated with electricity sold to tenants were the highest contributor to the carbon footprint at 155 426 tCO2e (87% of
emissions). Electricity consumed by SAC and Afhco in vacancies and common areas follow at 21 925 tCO2e (12% of emissions).


For more on these activities, please refer to SAC’s Environmental, Social and Governance Report on www.sacorporatefund.co.za.

SOCIAL AND
RELATIONSHIP CAPITAL

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

RACE

GENDER

79% n African

56% n Male

7% n Coloured

44% n Female

8% n White
6% n Indian

SAC’s staff are employed by the Manco and Afhco staff through various entities within the Afhco Group. SAC has a remuneration
policy and incentive scheme, aligned to shareholder interest, measured against a business scorecard.
Refer to page 111 of the Remuneration Report for the 2020 performance.
The Afhco team has grown along with the expansion in the residential business and further enhancements made to the IT
infrastructure to ensure that we maintain Afhco as a fully integrated business.
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Some of our key human capital performance indicators are listed below1:
Description

2020

Number of employees

2019
201

% change
189

6%

Average age of employees

39

40

(3%)

Average tenure of employees

4.2

4.2

0%

19%

20%

(5%)

55

93

(41%)

8

23

(65%)

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
1

96%

91%

6%

R266 980

R636 395

(58%)

R55 182 717

R59 057 627

(6.6%)

92%

92%

0%

Includes excecutive directors

INTELLECTUAL CAPITAL

SAC’s intellectual capital comprises our brands, knowledge, systems, procedures and
protocols. We strive to grow SAC as a property investment brand for prospective
investors and for Afhco to become the residential property brand of choice.

Our systems and processes have been designed and implemented to provide maximum efficiency and support to achieving our
strategic objectives.
As consumer trends have changed, our marketing efforts across our portfolio have been broadened to also make extensive use of
social media to promote our properties through Facebook, Instagram and YouTube, where appropriate.

MANUFACTURED
CAPITAL

Our quality property portfolio forms the basis of our manufactured capital.
For more information on our portfolio, please refer to page 62 for the property
portfolio discussion.

FINANCIAL CAPITAL

Access to funding is intrinsic to the Company’s ability to create value, so debt
and equity form the basis of our financial capital.
Please refer to the financial review on page 52 for a comprehensive discussion
of our efforts in this regard.
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BOARD OF DIRECTORS

BOARD STRUCTURE
INDEPENDENT NON-EXECUTIVE DIRECTORS

I

MABOTHA ARTHUR MOLOTO (53)

N

BA (Hons); Postgrad Eco Principles; MSc
in Finance and Financial Law

R

South African
Appointed: 7 July 2014
Chairman of the Board

I
N

ADV ORATILE REFILOE MOSETLHI (42)
LLB

SEE

South African
Appointed: 17 July 2019

RC

Lead independent director

RC
A
N

ANDRÉ VAN HEERDEN (64)
BRek (Hons); CA(SA); IMD; AMP
South African
Appointed: 17 July 2019
Independent non-executive director

I
R

GREGORY JAMES HERON (55)
BCom; DipAcc; CA(SA)
South African
Appointed: 17 July 2019
Independent non-executive director

A

Audit Committee

R

Remuneration
Committee

RC

Risk and Compliance
Committee

I

Investment
Committee

N

Nomination
Committee
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Social, Ethics and
Environmental Committee

Chairman

A
R
I

ROBERT JOHN BIESMAN-SIMONS (66)
BCom; CTA; CA(SA)
South African
Appointed: 19 August 2010
Independent non-executive director

R
A
RC

NAIDENE FORD-HOON (FOK) (53)
BCom; CTA; CA(SA)
South African
Appointed: 17 July 2019
Independent non-executive director

SEE

EMILY MAURISTENE HENDRICKS (48)

RC

Dip in Teaching; LLB; LLM ; CISL (High impact
leadership)

N

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

SEE

SEAPEI MAFOYANE (44)
B.Sc in Microbiology and Genetics; MBA
South African
Appointed: 11 February 2021
Independent non-executive director
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BOARD OF DIRECTORS

CONTINUED

EXECUTIVE DIRECTORS

I

TERENCE RORY MACKEY (59)
BSc Eng; Postgrad Dip Eng; Pr Eng; Pr CPM

RC

South African
Appointed: 1 August 2012
Chief Executive Officer

SEE

ANTOINETTE MARGARET BASSON (51)
BCom; CTA; CA(SA)
South African
Appointed: 17 February 2011
Chief Financial Officer

Notes

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

BOARD COMPOSITION
STRUCTURE

RACE

 
Independent non-executive 80%
 
Executive 20%

GENDER

 Black 60%  White 40%

 Male 60%  Female 40%

TENURE
ALL DIRECTORS
60%

20%

EXPERTISE

NON-EXECUTIVE DIRECTORS
20%

63%

25%

12%

Investment
Risk

 0 – 5 years  
6 – 10 years  
>10 years

AGE

Compliance and governance
Finance/Accounting
Property

 4
0 – 49 years 30%
 
50 – 59 years 50%
 
60 – 69 years 20%
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Legal
0%

20%

40%

60%

80%

100%

Northgate Heights,
Randburg

02
LEADERSHIP
REVIEWS
Chairman’s statement

36

Chief Executive Officer’s review
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MANAGEMENT REPORTS

CHAIRMAN’S STATEMENT

Having taken decisive efforts to
strengthen its financial position
and improve the defensiveness of
its portfolio, SAC has been able
to navigate the challenges of the
pandemic and will emerge with a
robust business well positioned to
exploit new opportunities.

ARTHUR MOLOTO
Chairman: SA Corporate Real Estate Limited

INTRODUCTION
Whilst 2020 will be remembered as the year when the world
was confronted by the COVID-19 pandemic, SAC embraced the
challenges that it presented and responded in a pragmatic and
decisive manner, thereby providing a more stable foundation
for its business into the future. Clearly trading conditions were
difficult and as a consequence distributable income for the year to
31 December 2020 reduced by 37.4% to R601.1 million. The best
indicator of performance is the decline in the South African portfolio
like-for-like net property income to R1 billion, a decrease of 16.8%
compared with the prior year. This underlying performance of the
portfolio was further impaired by the delay that the pandemic
caused on new income being generated from properties under
development. These properties are ultimately expected to recover
to provide higher growth than that of the standing portfolio.
SAC’s performance and challenges mirrored those of the
sector, with certain real estate categories proving to be more
resilient, such as logistics warehousing and shopping centres
offering convenience retail, whilst others bore the brunt
of the pandemic with the residential portfolio impacted by
widespread retrenchments and inner-city retail, that thrives
on cross border trade severely hampered by the closing
of the South African borders. Significant rental relief was
provided and with proactive interventions vacancies were
largely contained. The distribution has reduced significantly
driven by rental relief, provisions for credit losses, as well as the
high cost of attracting and retaining tenants that culminated in
substantial negative rental reversions on renewals.

GROUP STRATEGY
As a Board, we are comfortable that the Group’s strategy
remained appropriate and served us well during the COVID-19
pandemic The emerging trends, on which our strategic responses
are predicated, of convenience, e-commerce, demand for highspec logistics, increasing urbanisation, and a declining appetite
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for office space, have not only matured in the past year, but have
further accelerated due to the pandemic.
For me, one of the highlights in the past year has been that of
watching how our Board and management team have risen to the
challenges amidst the turmoil and I thank them for applying all
their skill and experience to navigate SAC towards calmer waters.
Together, they have not only successfully executed a range of
initiatives to safeguard our balance sheet, but have also managed
to advance our strategic agenda. We are particularly proud of our
ability to have executed multiple disposals to the value of R1.6
billion in this period, at levels close to our valuations. This not only
increased cash and set the platform for a reduction in gearing, but
it simultaneously increased the quality of the remaining portfolio
and provided optionality in terms of our investment strategy.

SUSTAINABLE DEVELOPMENT
SAC fully acknowledges its responsibility as a corporate citizen
to positively impact on the economic and social progress of the
communities within which we serve. In our approcah to ESG we clearly
articulate our goals to address economic, environmental and social
concerns as an integral part of SAC’s business model. Our endeavours
in this regard are discussed throughout this report as well as the
2020 Environmental, Social and Governance Report available at
www.sacorporate.co.za www.sacorporate.co.za
Corporate governance and responsible capital allocation have
proven to be paramount to the value and risk ascribed to
companies in recent years. The property industry, amongst others,
has learned valuable lessons about the inherent risks associated
with using complex financial structures, higher gearing, and
exotic instruments to achieve growth. Investors have progressively
become more risk-averse and have been putting more value
on uncomplicated balance sheets, conservative gearing levels,
and judicious use of derivative instruments to provide greater
visibility and predictability to companies’ earnings. It has always
been SAC’s philosophy that the business of property is about
leasing and collecting and that our fortunes should be directly
and transparently linked to those activities. We are committed to
maintaining moderate gearing and a conservative balance sheet
and continue to simplify our business.

Debt to assets across the sector has increased as direct property
valuations have come under pressure. The current gross debt
(inclusive of guarantees and derivatives) to total assets of some
41% is well above historical averages but remains well within
general bank covenants of 45%. We intend to reduce SAC’s
gearing in the coming year with the settling of debt from
divestment proceeds.

Hayfields Mall,
Pietermaritzburg

TRANSFORMATION AND SOCIAL RESPONSIBILITY
We are pleased with the steady progress in recent years to
appropriately transform SAC across all dimensions. Our current
B-BBEE contributor status is at level four and the completion of
the 2020 assessment is expected shortly. We are satisfied with the
progress made and will continue to improve where possible, while
balancing the impacts on performance and profitability.

Ms Seapei Mafoyane and Mr Greg Heron are to be appointed
as members of the Audit Committee, Ms Naidene Ford-Hoon
is appointed as the Chairman of the Audit Committee and a
member of the Investment Committee and Adv Oratile Mosetlhi
is appointed as the Chairman of the Remuneration Committee,
replacing Ms Naidene Ford-Hoon.

The COVID–19 pandemic has again shone the spotlight on the
role that responsible business plays in society and SAC remains
strongly committed to doing its part. To alleviate hardship for
our school-goers, SAC donated R2.27 million worth of school
bursaries to CityKidz in 2020. The bursaries were utilised to
assist parents to settle the outstanding debt, as well as to cover
some of the school fees for 2021. Just over 200 school children
benefitted from this initiative.

Adv Jacqui Grove was appointed as the new in-house Group
Company Secretary of SAC with effect from 1 February 2021,
replacing Ms Tasja Kodde of Solid Core Statutory Services (Pty) Ltd.

There has also been particular emphasis during the pandemic
on frequent engagement with our smaller retail tenants and
assisting with rental relief as needed. R87.4 million was provided
as rental relief to our tenants in the 2020 financial year.
For more on our social responsibility efforts, please refer to
the 2020 Environmental, Social and Governance Report.

GOVERNANCE ISSUES
CHANGES TO THE BOARD AND COMMITTEES
Mr Ebrahim Seedat retired as director of SAC with effect from
30 June 2020. The Board thanks Mr Seedat for his invaluable
contribution and wishes him well in his retirement.
Ms Naidene Ford-Hoon, who was appointed to the Board
on 17 July 2019, replaced Mr Seedat as a member of the
Audit Committee. Ms Seapei Mafoyane was appointed as an
independent non-executive director of the Company with
effect from 11 February 2021.
Adv Oratile Mosetlhi, the lead independent director of SAC, has
been appointed as a member of the Nominations Committee
with effect from 25 January 2021.
Mr John-Biesman Simons is to retire as Audit Committee
Chairman at the AGM on 31 May 2021. The Board thanks
Mr Biesman-Simons for his invaluable contribution over the
years on the Audit Committee and agreeing to continue to
serve on the Board, Investment and Remuneration Committees.
The following additional Board Committee changes will be effective
1 June 2021, subject to the approval at the AGM on 31 May 2021:

Mr Rory Mackey’s appointment as the Chief Executive Officer of the
Company was made permanent in June 2020. The management
team was further strengthened with the appointment of Mr Otis
Tshabalala as Chief Operating Officer and Mr Samson Mojalefa to
head up corporate finance.
We have added significant breadth of skills to the Board and
management team over the past two years. Our succession
at both Board and management levels has also been
strengthened considerably. We believe that the composition
of our Board of directors now 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.

CHANGE OF THE EXTERNAL AUDITOR
Deloitte & Touché served as external auditors to SAC for 25 years
and we thank them for their service. During the year, the SAC
Board resolved to early adopt mandatory audit firm rotation
and PwC was appointed as our new external auditors with effect
from the 2020 financial year.

SHAREHOLDERS’ VOTE RELATED TO THE
REMUNERATION POLICY
At the previous AGM, shareholders voted in favour of the
remuneration policy, but voted against the implementation of
the policy. In response, the Company extended an invitation to
all dissenting shareholders who voted against the non-binding
advisory vote to engage with the Company to address their
concerns. We also undertook a roadshow to actively engage
with shareholders and explore key concerns and valuable input
was received as a result.
For more information on the key themes of concern and our
response, please refer to the Remuneration Report on page 97.
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Jabulani Lifestyle Estate, Soweto

DISTRIBUTIONS

OUTLOOK

Distributions and pay-out policies are currently being reviewed
by the Boards of many property companies. It is anticipated that
the historical pay-out ratio of 100% will be revised lower in line
with global norms. A careful balancing act is required, to take
into consideration the interests of shareholders and investors,
but also ensure that the company remains financially secure and
that sufficient reserves remain for assets to be appropriately
maintained. Property companies have also started to defer
dividends where solvency and liquidity requirements stipulated in
Section 46 of the Companies Act, No 71 of 2008, may be breached.

Weak domestic fundamentals are likely to persist due to
increased vacancies and oversupply, as well as stiff competition in
most property segments, culminating in negative reversions on
renewals. Uncertainty on the pace and extent of the COVID-19
vaccine rollout and potential further waves of the pandemic is
likely to weigh on short-term expectations.

SAC is mindful of the need in the current environment to
strengthen its balance sheet to provide a foundation for future
sustainable optimal performance and to divest from properties
that are not of a quality to meet the Group’s more stringent
investment criteria in uncertain times. These divestments,
together with the performance of the Company despite
challenging trading conditions, have placed SAC in a position to
be able to make a distribution for the year ended 31 December
2020. In making this distribution, the Board has been cognisant of
the importance of preserving capital in the distressed economic
times brought upon by the COVID-19 pandemic, the meeting of
the distribution requirements pertaining to a REIT in terms of
the JSE Listings Requirements and to limit any tax leakages that
it is not the intention for REITs to incur. The distribution amounts
to 75% of distributable income being R450.9 million and 17.93
cents per share.
SAC has embarked on a review of its distribution philosophy
and shareholders will be informed in due course and in a timely
manner of the outcome of these deliberations.
Due to the uncertainties surrounding the depth and duration
of the COVID-19 pandemic, no distribution guidance has been
provided for 2021.
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Despite this weak backdrop, some green shoots have started
appearing - retail trade is gradually recovering, and industrial
demand is increasing due to the structural change in the
retail landscape. The 300bps cut in the repo rate will benefit
the economy as the cost to service debt declines. The cheaper
mortgage rates have also led to renewed interest in first-time
homeownership, which augers well in recycling a portion of our
residential portfolio to assets that are better aligned to our longterm investment strategy.
We believe that SAC is a substantially different business from
what it was two years ago. We have a much stronger Board
and management team, a higher quality portfolio, and a clearly
articulated strategy. Importantly, we have already built up some
track record, albeit with more work to be done, with the events
of the past year reinforcing the veracity of this strategy in terms
of its ability to create long-term value for all stakeholders. It is
now up to us to strengthen and take advantage of this traction
we have achieved, to return the Group to growing distribution.

APPRECIATION
We express our condolences to the family of one of our employees
who regretably succumbed to COVID-19 in 2020. I would like to
extend my gratitude to our Board, management team, and all
our employees for their commitment and willingness to do what
it takes to successfully operate under such difficult circumstances.
On behalf of the Board, I would also like to thank our shareholders
for their continued support this year. We thank our customers,
suppliers, and other stakeholders for their backing and continued
interest in the Group. We look forward to a better 2021.

Jabulani Lifestyle Estate, Soweto
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CEO’S REVIEW

Stuttafords House,
Johannesburg

2020 will undoubtedly go down
in history as a year of massive and
unexpected challenges. The outcome of
these challenges is reflected in a set of
results that was significantly impacted
by the COVID-19 pandemic and the
actions required to conserve cash and
reposition the portfolio for growth.

RORY MACKEY
Chief Executive Officer

INTRODUCTION

OUR STRATEGY IN ACTION

Distributable income for the year to 31 December 2020 reduced

SAC is committed to presenting an attractive investment

by 37.4% to R601.1 million and reflects the continued challenging

proposition that produces sustainable distribution growth and

trading conditions. The best indicator of performance is the

long-term capital appreciation for investors, through investment

decline in the South African portfolio like-for-like net property

in a well-diversified and balanced property portfolio within an

income to R1 billion, a decrease of 16.8% compared with the prior

optimal capital structure.

year. This underlying performance of the portfolio was further
impaired by the delay that the pandemic caused on new income
being generated from properties under development. These
properties are ultimately expected to recover to provide higher
growth than that of the standing portfolio.

To realise our vision for sustainable growth, our strategy is to
utilise asset management interventions to continuously augment
the quality of our portfolio of properties. In the medium term, we
aim to concentrate our retail portfolio on defensive convenience
offerings, to consolidate a quality industrial property portfolio, to

The total net property income decline of 20.3%, was compounded

divest from remaining commercial properties and to establish a

by the gearing effect of debt, giving rise to the decrease in

quality residential portfolio.

distributable income. Against this backdrop of economic turmoil,
we are pleased to report that we have remained resolute to keep
our properties tenanted. Our traditional South Africa portfolio
ended the year with vacancies of 3.5% of GLA, a pleasing
improvement on the 4.2% at the end of the previous year.
At year end, the Group’s portfolio comprised 188 properties, with
1 509 983m2 of lettable area, valued at R16.0 billion, a 50% joint
venture in three Zambian properties valued at R879.6 million, an

In periods of rapid change, our
nimbleness to address this will place our
business in a stronger position for the
long-term

80% joint venture in The Falls Lifestyle Estate valued at R141.8
million and listed investments valued at R112.8 million.
This strategy is depicted on the left in the schematic overleaf,
whilst the actions executed in keeping with this strategy and
in response to the COVID-19 pandemic, are listed on the right.
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STRATEGY ENABLERS:
Financial Sustainablility
Human Capital Development
Operational Optimisation
Execution Discipline

ACTIONS:
• Decisive disposals to safeguard the Group’s balance
sheet - disposals at, or near net asset value, validating
conservative property valuations
• Strengthening the financial position of the Group by
reduced gearing
• Key executive appointments
• Talent assessment and development
• Increased focus on collections
• COVID-19 protocols implemented

PORTFOLIO FOCUS:
Convenience Retail
Quality Industrial Property Portfolio
Quality Residential Rental Portfolio

• Improved access and parking
• Increased convenience in tenant mix
• Securing tenant covenant
• Leasing metrics ahead of targets
• Afhco digital transformation
• Leverage low interest rates and FLISP market in sale of
apartments
• Recycle portfolio to improved quality
• KZN and Fricker Road office exit

SUSTAINABLE DISTRIBUTION

• Repurposing offices

SA Corporate Real Estate Limited
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CEO’S REVIEW CONTINUED

This strategy requires a continuous process of repositioning the
portfolio to comprise of properties with strong tenant covenant,
in defensive sectors, supported by a robust financial position.
There has consequently been an active asset management
intervention of divesting from properties not meeting the
long-term investment strategy of the Group.

DECISIVE DISPOSALS

R1.6 billion of divestment of lower
quality properties at a discount to last
valuation of 2.6% and a weighted
average exit yield of 9.2%

What deserves particular mention, is the progress that has been
made to support SAC’s financial sustainability through the
successful disposal of properties that no longer fit our vision. We
have succeeded in transferring and contracting divestments of
R1.6 billion in the period from 1 January 2020 to the results
release date. Also pleasing, is the progress made with divestment
from our commercial property portfolio, with only three
standalone office properties remaining, representing a remaining
modest 2.1% of the value of our South African property
portfolio. The quality of the industrial portfolio was improved
through the sale of inferior industrial properties for a total
consideration of R970.5 million and a greater focus on logistics.
In keeping with our strategy of strengthening the quality of our
residential portfolio, we have identified in excess of half a billion
Rand of lesser quality residential assets for disposal, of which
R147.1 million have already been contracted for sale to date.

s

In the pursuit of increasing
shareholder value, SAC is agnostic to
portfolio size and in current times,
sees divesting of poorer quality assets
as an effective manner of improving
portfolio quality

The record number of disposals that have been transferred,
contracted and/or negotiated, has also been executed at close
to book value, in an environment of extreme business illiquidity
in many sectors and particularly real estate, validating SAC’s
conservative valuations.
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Of the 18 industrial disposals contracted, seven were industrial
leasehold properties, one of which was vacant. The Group’s
only property in the Nelson Mandela Bay Municipality had
increasing vacancy, poor tenant covenant and a significant
capital expenditure obligation whilst the other eight properties
had poor circulation, inferior warehouse characteristics and a
further three properties are located in poor industrial nodes
thus posing vacancy risk. The remaining three industrial
properties contracted for sale have poor industrial
configurations with high office components. The sale of all
remaining offices in KwaZulu Natal have been contracted and
of the three non-income generating properties sold, one has
transferred and the other two are in the process.
One retail property with high vacancy in an unattractive node
was sold, as well as a 50% share in a shopping centre which is
the Group’s only retail investment in the Western Cape.
Residential apartments were sold in buildings where Afhco
does not have majority ownership and/or do not meet the
long-term investment strategy of the Group’s residential
property business. The sale of four Afhco retail properties with
poor tenancy has also been concluded.

263 residential apartments were
sold at a weighted average exit
yield of 8.1% and a premium to
last valuation of 13.1%

REDUCING DEVELOPMENT EXPOSURE
At the same time, we have substituted our development exposure with Calgro M3, with high quality defensive additions to the
residential portfolio valued at R385.7 million. These were the La Vie Nouvelle assisted living and frail care centre in Broadacres for
a net consideration of R98.5 million inclusive of a seven-year rental guarantee and an 80% interest in The Falls Lifestyle Estate,
Wilgeheuwel, for R143.3 million inclusive of a rental and operational cost guarantee during initial tenanting. The acquisition of
the last phase of the Northgate Heights suburban apartments for R140.4 million was also transferred, all funded in return for the
settlement of loans to developers.
The net effect of property asset management activity and fair value adjustments is that assets under management have reduced
from R18.5 billion at the end of 2019, to R17.1 billion at 31 December 2020.

Etude, Midrand
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CEO’S REVIEW CONTINUED

LA VIE NOUVELLE
SAC acquired the assisted living and frail care centre at La Vie Novelle, a retirement lifestyle estate in Broadacres,
Johannesburg, in December 2020. The centre is an established frail care and Dementia care provider, which offers 24-hour
nursing care. The estate is safe and secure with monitored access and full-time guarding and, as a nature conservancy, it
provides a natural habitat for animals and plants and a relaxing environment for residents.

La Vie Novelle

La Vie Novelle main reception room

THE FALLS LIFESTYLE ESTATE
SAC also acquired an 80% interest in The Falls Lifestyle Estate, Wilgeheuwel, in 2020. The complex represents the best quality
within the Afhco Portfolio currently and supports the strategy of transitioning to a greater proportion of higher quality
suburban walk-up residential complexes. The estate offers urban tranquillity and an escape from the hustle of city life, while
still being central and close to all amenities. Estate facilities include a clubhouse, pool, private gym, restaurant, kids play area
and parklands. Residents can also enjoy the comfort of fast fibre internet access.

Interior of The Falls Lifestyle Estate

Exterior of The Falls Lifestyle Estate

STRENGTHENING OUR FINANCIAL POSITION
COVID-19 related impacts on property drivers have put pressure on property valuations, thereby increasing our gearing. We remain
focused on managing this risk and with numerous divestments contracted, are well placed to address this and put the Group in a strong
financial position. Our efforts in this regard have not only been limited to settling debt, but also directed at extinguishing guarantees
to developers with the successful release of the R143 million guarantee to the M&T East End Development joint venture obtained in
the period. The Group is also pursuing interventions that will release other encumbrances to strengthening its financial position. Crosscurrency interest rate swap derivatives to the value of USD10 million were settled subsequent to the year-end to reduce the Group’s
exposure to USD debt and the reliance on USD-linked rentals in Zambia. In addition, we are in the process of refinancing certain of the
debt associated with our joint venture in Zambia with in-country local currency debt without recourse to SAC.
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STRENGTHENING OUR SKILLS POOL
From a Human Capital perspective, three senior executive appointments have been made, specifically, a Chief Operating Officer,
Head of Corporate Finance and, most recently, a permanent Group Company Secretary. The asset management and strategic
leasing team has also been strengthened with middle and senior management appointments.

INCREASED FOCUS ON COLLECTIONS
Operationally, there has been a strong focus on collections and this has resulted in collections improving in the last quarter of the
financial year to 105% in respect of the South African portfolio.
Refer to the Financial review on page 52 for more information with respect to our arrears.

COVID-19 PROTOCOLS
We are also pleased to report that the interventions that have been made regarding COVID-19 health protocols have protected the public,
our tenants, employees and stakeholders. Only 34 infections were reported in our residential portfolio of more than 10 000 apartments.

IMPROVING ACCESS, PARKING AND CONVENIENCE IN RETAIL PORTFOLIO
We have initiated interventions at several shopping centres, to
improve access and parking, enhance the convenience offering
in the tenant mix and secure improved tenant covenant. Access
improvements planned for Montana Crossing and Morning
Glen will revitalise both these properties.

MORNING GLEN
At Morning Glen new access directly off Kelvin Drive to
the upper level will re-energise trading on this level.
This is to be complemented with the widening of access
and egress off Bowling Road. The most impactful
improvement to Morning Glen is to be the improved
primary Kelvin Drive access directly to a new parking
deck which will strengthen the western side of the
shopping centre with additional convenience retail
offer on the lower level and al fresco dining exploiting
the panoramic westerly views on the upper level.

MONTANA CROSSING
At Montana Crossing we have obtained approval from the
authorities for left and right enhanced access off both the
major arterials serving the property.

INCREASED CONVENIENCE OFFER IN RETAIL
PORTFOLIO TENANT MIX
At Musgrave Centre, Dis-Chem are to be given beneficial
occupation in May 2021 to commence trading in July and Food
Lover’s Market are to commence their fit-out in July to trade in
October 2021. In addition, negotiations in respect of the
upgrade of the anchor grocer are advanced. Enhancements in
the health and beauty category include a new Dis-Chem at
Springfield, a Dis-Chem extension at East Point and Clicks at the
Bluff and Davenport. We are targeting increasing our exposure
to specialist food in our shopping centres and in this regard
have introduced a butcher at 50 Griffiths adjacent to Umlazi
Mega City and secured a fresh fish and seafood retailer at
Willow Way. Negotiations are progressing favourably with
various other specialist food retailers for a number of properties.
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CEO’S REVIEW CONTINUED

SECURING TENANT COVENANT

Industrial portfolio
• WALE of 3 years (3.5 years post contracted sales)
• ~90% A & B grade tenants
• Logistics 71.5% of GLA
• 80% exceeding 5 000m2
• >60% exceeding 10 000m2
• Vacancy of 1.5%

The conclusion of the Tiger Brands lease in respect of 70 000m2
of warehousing space in Jet Park was a particular highlight for
the year. We have also substantially improved the metrics of the
industrial portfolio, as indicated on the right. We are pleased to
report that we have divested from all seven of our leasehold
industrial properties with certain of the head leases having less
than nine years remaining, and therefore representing rapidly
diminishing value.

Afhco Residential Leasing performance
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The process to reinstate a resilient tenant base
in our residential portfolio is taking longer than
we had planned. Distressed tenants are however
vacating our properties and are being replaced
with those meeting vetting criteria stress tested
by the recent economic fallout. We are
accelerating this process with a number of
initiatives, including rewarding on-time payment
with a 5% discount and writing off COVID-19
arrears for those tenants who meet our
rehabilitation criteria. These efforts are proving
successful, with leasing metrics currently
performing ahead of target.

AFHCO DIGITAL TRANSFORMATION
The COVID-19 pandemic has forced us to embrace new ways of working and in particular to embrace new technologies to increase
operating efficiencies. The digitisation of the lease application process and marketing of properties on online platforms has been
successfully rolled out in Afhco recently and enhancements to further speed up the tenanting and administrative processes are also
being reviewed to optimise the customer services experience for our tenants.

WI-FI ROLLOUT

Usage per Month

(Rolled out to 23 properties)
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As expected, Wi-Fi demand has grown exponentially, and we plan to have Wi-Fi operational in all our residential properties,
including those in suburban locations, by the end of the first quarter of 2022.
We have implemented a holistic solution to fighting crime by coordinating the efforts of those stationed in the control room with
artificial intelligence enabled cameras, interfaced with security guards patrolling on the ground. Currently, 30% of the Afhco
inner-city portfolio has this capability and this is being rolled-out to remainder of the portfolio.
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Pipeline of
>R500 million
across 12 properties.
Sales of
R147 million.

LEVERAGE LOW INTEREST RATES AND FLISP MARKET IN SALE OF APARTMENTS
In keeping with Afhco’s long-term strategic intent of building a quality residential portfolio,
a portfolio review was undertaken to determine those properties that were of poorer quality
and with low growth prospects, but that could be sold into the Finance Linked Individual
Subsidy Program (“FLISP”) market. There is a large pool of less affluent households wishing
to have the security associated with ownership and being able to leverage off low interest
rates. What makes this opportunity different to others in the market, are the lower value
apartments with a historical cost base that we are selling where the FLISP subsidy is
considerably more meaningful and results in attractive exit yields to a market that was largely
unprovided for in the past.

EXIT AND REPURPOSING OF OFFICES
We believe that a hybrid working behaviour, albeit differing from industry to industry and from company to company, will
continue to impact on offices as an investment class going forward. We have contracted the divestment of all three of our KwaZulu
Natal office properties in aggregate above last valuation and at an exit yield of 7.6%. We have also contracted the sale of our
property in the challenged Fricker Road precinct. We continue to own small office properties in Cape Town and Bloemfontein and
are actively exploring the sale thereof.
Our 20-storey, GreenPark Corner has a structure and location that makes it uniquely positioned for mixed use. It is located on the
boundary of Sandton’s financial services district and luxury residential precinct with floor space of 650m2, which can function on
the upper levels as prestigious luxury apartments and the lower levels as efficient corporate office addresses. Together with the
adjacent property, we are also enhancing the retail offer on the ground floor. With this vision in mind, we continue to investigate
the conversion of the upper floors to residential, which will allow the take-up of office vacancy with residential use on a riskadjusted basis, without forgoing contracted rental income.

Offices repurposed to residential
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SEGMENTAL PERFORMANCE
RETAIL (43.7% OF PORTFOLIO)
Despite extremely challenging trading conditions, SAC’s
convenience-orientated retail portfolio was better able to
withstand the adverse impact of COVID-19 than those portfolios
owning large shopping centres. The retail portfolio’s like-forlike NPI decreased by 18.8%, with the negative variances in NPI
mainly due to rental relief of R59.0 million granted. Additionally,
the expected credit loss (“ECL”) allowance in the retail portfolio
increased by R23.5 million in 2020, due to difficulties
experienced by tenants as a consequence of COVID-19 and
restrictions put in place by government to control the pandemic.
A further loss of R2.5 million resulted from tenant failures or
tenants whose leases expired and were not renewed.
The vacancy at Bluff Towers arising from Edcon’s liquidation
was re-let to Clicks, PEP Home and fashion tenants who will
take occupation in the first half of 2021. Despite leasing activity
slowing down over the lockdown period and a negative
sentiment from both current and prospective tenants, good
progress has been made to secure new tenancies in the retail
portfolio, which is evident from the reduction in vacancy rates
from 5.1% at June 2020 to 4.6% at year-end.

The rental reversion of negative 7% was disappointing, after
the negative reversion in 2019, but does reflect the difficult
trading conditions and above inflationary escalations achieved
in the past. Our trading density growth for the year was a
respectable 3.2%, in line with reported inflation of 3.3% and,
given our emphasis on a convenience offering, we anticipate to
continue to track inflation going forward.
In the last quarter of 2020, tenants began reducing arrears which
had accrued between April 2020 and July 2020. Collections and
rent relief exceeded 100% of contractual billings from September
2020 through December 2020, decreasing arrears by 57.4% from
R114.1 million in July to R48.7 million in December 2020. Bad
debt write-offs amounted to R21.6 million.
The WALE of 3.6 years is targeted to improve further through
longer-term leasing to grocers, food offerings and national
tenants, as well as from early renewal negotiations.

INDUSTRIAL (24.6% OF PORTFOLIO)
The industrial portfolio has demonstrated the strongest resilience
during the pandemic with a like-for-like NPI decline of 7.9%.
Despite the substantial negative renewals settled upon in the
interest of securing longer lease tenors with good tenant
covenant, leases were concluded with Tiger Brands in Yaldwyn
Road, Jet Park, at 111 Mimetes Road, Denver, and Bell Equipment
at Beryl Street, Jet Park.

57 Sarel Baard Crescent, Centurion
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Calderwood Lifestyle Estate, Benoni

With the disposal of poorer quality properties during the year, the
industrial portfolio at year-end is of high quality with a vacancy of
only 1.5%. The vacancy relates to three properties, namely 30/34
Hillclimb Road and Stondell Investments, both contracted for sale,
and 28 Goodwood Road where a tenant vacated 50% of the
building at the end of September 2020.
Whilst arrears in the industrial portfolio increased to 7.3% in
the 2020 year, collections exceeded 100% in the last quarter.
Arrears decreased from R38.5 million in June 2020 to R19.5
million in December 2020, with most tenants starting to catchup on arrears accrued between April and June 2020.
The industrial WALE has improved from 2.47 to 3.0 years, due
largely to the signing of new long-term leases at 112 Yaldwyn
Road, 37 Yaldwyn Road, 5 Yaldwyn Road, 112 Mimetes and
Beryl Street. WALE excluding the properties which have been
contracted for sale, is 3.5 years.

AFHCO (28.8% OF PORTFOLIO)
Afhco’s like-for-like NPI declined by 24.8%, impacted by the
deteriorating financial standing of lower LSM tenants, as well
as the suspension of cross border trade, an important
contributor to inner-city retail. Residential vacancies, rental
relief offered to retail tenants and significantly increased bad
debt provisions further contributed to the result. Residential
like-for-like revenue declined by 5.6% and retail revenue

decreased by 23.8%. Revenue in the inner city declined by 8.5%
while the suburban portfolio remained flat. This illustrates the
need to refine the Afhco Portfolio towards higher quality
properties with a better tenant base and improving the tenant
mix of the inner-city retail portfolio. A process to divest from
inner-city retail properties with future tenanting risk has
already commenced.
Pandemic-induced expenses were more substantial in the
Afhco Portfolio than those incurred in the Traditional Portfolios.
As at the end of December, residential vacancy was 15.4%, with
the inner-city target market particularly being impacted by the
COVID-19 pandemic and the loss of tenants from the year-end
migration out of the city. The process of reinstating a more
robust tenant base in the residential portfolio will take time
but it is reassuring to note that in the new year new leases are
almost double that of the notices received.
Aggressive short-term rental discounts and other promotions have
been introduced in an effort to stimulate leasing and reduce
vacancies, and short-term leases are being tested as a means to give
tenants greater flexibility during uncertain times. The suburban
portfolio has conversely proven to be more resilient in difficult
trading conditions, with approximately 400 new leases concluded
between December 2020 and January 2021 on the back of greater
promotional offerings to tenants, clearly demonstrating the high
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Bluff Shopping Centre, Bluff

sensitivity to pricing. Vacancies in the suburban portfolio have
retreated below 10% as a consequence.
Afhco retail vacancies increased marginally to 5.7% as at
December and has reduced to 5.0% post the sale of Stanop
House in January 2021. Positively, retail tenants have not
demonstrated a desire to vacate leased premises despite
challenging trading conditions and retail renewals and leasing
activity remains robust. Management continues to explore
opportunities to favourably-change the tenant mix in strategic
locations to be more complementary to its residential portfolio.
Arrears in both the residential and retail portfolios showed
signs of improvement as at the end of December 2020. It is
anticipated that collections in the inner-city, in particular, may
remain challenged in the short term, until there is a recovery in
retail trading conditions and delinquent tenants are replaced
with more credit worthy tenants. Student collections exceeded
92% for the full year and collections on student rentals in 2021
are expected to return to normal. Management continues to
monitor the situation closely and to implement suitable credit
control measures to address arrears.
The rollout of fibre to the home in selected suburban buildings
is in progress, with Golf Park in Pretoria the first building to
come online, and further buildings expected to come online
during 2021. Fibre to the home infrastructure is seen as a critical
differentiator, considering the changing WFH trends. Other
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interventions earmarked for inner-city buildings include a gym at
Jeppe Post Office, the inclusion of study rooms, an entertainment
area and gym at Nukerk, as well as selected smaller interventions
at other buildings. Prudent capital management remains top of
mind in all these improvements.
It is anticipated that trading conditions are likely to remain
challenged in the short term, particularly for the inner-city
market. Encouragingly the suburban residential portfolio has
demonstrated a decline in vacancies in early 2021.

COMMERCIAL (2.9% OF PORTFOLIO)
The commercial portfolio suffered a 15.9% decline in like-for-like
NPI against a background of the extremely poor trading conditions
facing the office market and the effects of COVID-19. The
deacrease in NPI was due to rental relief afforded to tenants,
decreased parking income, continued vacancies in the portfolio, as
well increases in ECL allowences. Vacancies of 16.9% is in line with
Sandton office vacancy of 16.2%. The official office vacancy rate
level of 13.3% is the highest level in 16 years. GreenPark Corner
accounts for 66% of the stand-alone office vacancy and 46% of
the total commercial vacancy. The trend towards WFH continues
unabated, with expectations for an office-remote employee
hybrid having increased markedly over the past year. These
circumstances increase SAC’s resolve to divest from this sector.

Arrears in the commercial portfolio increased from R6.1 million in
June 2020 to R11.5 in December 2020. A number of tenants have
endeavoured to commence payment of arrears accrued between
April and July, however many office tenants are still struggling to
cover their overheads, hence collections remain strained.
The WALE decreased to 1.1 years at December 2020. Most
companies are in the process of analysing optimal space
requirements for flexible work and are reluctant to sign long
term leases given current economic conditions.

ZAMBIA
SAC has a 50% participation in a joint venture in Zambia which
consists of three properties, East Park Mall, Acacia Office Park
and Jacaranda Mall, valued at R880 million. Like-for-like NPI of
the Zambian JV properties declined by 29.3% in US dollar terms
in an economy that has had to face the challenges of both the
pandemic and the sovereign debt default. The decrease in the
distribution was partially offset by the effects of the depreciation
of the ZAR/USD exchange rate, which resulted in the like-for-like
NPI decreasing by 19.1% in ZAR.
Notwithstanding the fact that 100% of the tenants have been
retained on the expiry of leases, total vacancies for the
Zambian portfolio stood at 14.9% at year-end, being 16.4% at
East Park Mall, 5.6% at Acacia Office Park and 19.4% at
Jacaranda Mall. The major contributor to this vacancy was the
liquidation of Edcon stores which constitute over half of the
vacancy at East Park Mall for which negotiations are currently
being undertaken to lease this vacant space to an apparel
retailer. The largest contribution to vacancy at Jacaranda Mall
was the closure of Jacaranda Royal Casino.
Collections in the month of December were 113.5% and
average collections in the last quarter of 2020 were 92.8%.
Whilst the impact of the Zambian sovereign debt crisis is of
great concern for the Group, it is heartening that the flagship
asset, East Park Mall, continues to affirm its position as the
capital city’s primary retail node and is attracting the relocation
of tenants from other retail malls in Lusaka.

DISTRIBUTION
We believe that good progress has been made in placing the
business in a robust financial position. However, in an uncertain
environment the preservation of capital must by necessity
remain an area of focus. To balance the needs of the Company
as well as its shareholders, and while remaining cognisant of
the REIT distribution requirements, the Board has elected to
make distribution of 75% of distributable income, of 17.93
cents per share.
Refer to the Financial review on page 52 for more information.

LOOKING AHEAD
Whilst there is clear evidence that South Africa’s return to
normality is in sight with the various interventions being taken
to mitigate the COVID-19 pandemic, it is also apparent that
there will be a period of continued uncertainty. Despite having
positioned SAC well for such uncertainty in terms of the
property portfolio in which we are invested, the tenants with
whom we are contracted, and the measures taken to strengthen
our financial position, it would be imprudent for SAC to
provide guidance in this market uncertainty.
As previously established norms become challenged, we expect
that our stakeholders will be more demanding of us and we
plan to resource our business to meet their expectations. Real
estate services the needs of humans and when their behaviours
change, it is naïve to think that the demand for property will
merely revert to what it was in the past. At SAC, we embrace
these shifts and are both mitigating the challenges of change
and capitalising on the opportunities that come with it, on a
considered and sustainable basis.

APPRECIATION
In unprecedented times, it is the commitment, support and
tenacity of those that surround you that carries the day. I would
like to particularly thank the SAC team, as well as our business
partners and advisors for their willingness to adjust to the new
challenges and their diligence and determination to succeed. I
am proud to be associated with you.

BALANCING FINANCIAL PERFORMANCE WITH
SUSTAINABLE VALUE CREATION

To our tenants, we are committed to support and work
alongside you on the road to recovery.

ESG considerations have in recent years, been rising to their
rightful prominence in terms of harmonious value creation over
the long-term. At SAC, we have long pursued robust governance,
responsible community support and environmental practices
that make good business sense, for the benefit of the Group and
our stakeholders alike. To align executive remuneration with
this pursuit, the business and personal performance scorecards
of our executive team have from this year been adjusted to
include ESG considerations, with clear objectives set. These are
described further in the Remuneration report on page 96.

I am also deeply grateful to our Board and shareholders for the
guidance and support extended to myself and the team. We ask
our investors to remain committed to us as we embrace the
challenges that confront us, with the confidence of a wellconsidered strategy and the discipline to execute it.
We look forward to the journey that lies ahead.
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ANTOINETTE BASSON CA(SA)
Chief Financial Officer

FINANCIAL FEATURES
• Distributable income of R601.1 million or
23.90 cps (2019: R960.0 million or 38.04 cps)
• Distribution declared of 17.93 cps, based on
a 75% pay-out ratio (2019: 38.04 cps based
on a 100% pay-out ratio)
• R1.6 billion divestments of which
R375.2 million transfered in 2020 and
the remainder having been contracted
• Executed acquisitions of R385.7 million
• Assets under management of R17.1 billion
(December 2019: R18.5 billion)
• Total net property income of R1.1 billion
(2019: R1.4 billion)
• Total like-for-like net property income of
R1.0 billion (2019: R1.2 billion)
• Loan to value ratio of 38.6%* (2019: 36.6%)
• Weighted average cost of funding of 5.2%
(2019: 8.15%) exclusive of swaps and 7.7%
(2019: 8.47%) inclusive
• Weighted average maturity of debt of
2.4 years
• Effective fixed debt of 74.5% with a weighted
average tenor of swaps of 3.0 years
* Net debt LTV excluding derivatives, which if included would be 41.2%
(2019: 37.0%)
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Jeppe Street Post Office, Johannesburg

INTRODUCTION
This financial review is reflective of the way SAC manages and
analyses the information related to its business and represents a
condensed view of SAC’s annual financial results for 2020. This
review should, therefore, be read in conjunction with the full
AFS available on the SAC website in which PwC, the Group’s
Auditors, expressed an unmodified audit opinion.
The accounting policies used in the preparation of the AFS are
consistent with those applied in the prior year, except for IFRS 16:
Leases - COVID-19 related rent concessions (effective 1 June 2020),
which has not been early adopted by the Group. The directors do
not anticipate that the application of this amendment will have a
significant impact on the consolidated AFS.
In respect of restatements, the Group applied a correction relating
to the classification of accrued interest on interest bearing
borrowings in the statement of financial position in 2020. Refer
to note 17 of the consolidated AFS for further detail. In addition,
the Group corrected the disclosure in respect of intercompany
loans. Refer to note 23 of the Company AFS for further detail.
2020 has been a challenging year impacted by amongst others,
the COVID-19 pandemic, power supply problems and rating
downgrades, all exercising downward pressure on an already
constrained South African economy. As for others in the property
sector, this has meant significant reductions in distributable
income from rental relief, negative reversions, increased vacancies,
and arrears, with resulting increases in IFRS 9 ECL allowances.

SA REIT FUNDS FROM OPERATIONS
Funds from Operations, as defined by the SA REIT Association
(“SA REIT FFO”), generated for the year was R601.1 million
(2019: R960.0 million). Total SA REIT FFO per share for the year
amounted to 23.90 cps, down 37.2% relative to 38.04 cps in 2019.

DISTRIBUTABLE INCOME
Distributable income amounted to R601.1 million, representing a 37.4% reduction when compared to 2019 as depicted schematically
below.

2020 DISTRIBUTION ANALYSIS
Like-for-Like
LFL NPI

-R206.7m

-16.8%

•
•
•
•

Industrial negative reversions - R23.7m
Rental relief and deferment - R81.5m
Vacancies and expenses - R38.2m
ECL - R63.3m

Developments, Disposals and Acquisitions
-R67.6m

•
•
•
•

Rental relief - R5.9m
ECL - R9.7m
Development work in progress interest not capitalised - R13.0m
Loss of income - R39.0m

TOTAL NPI
-20.3%

Distributable

•
•

Income

Tax - R5.0m
Investments (Listed, Unlisted) and JV Income - R20.6m

GEARING IMPACT

-37.4%
•
•

Distributable income R601.1 million (2019: R960.0 million); Y-O-Y -37.4%
Distributable income per share 23.90cps (2019: 38.04cps); Y-O-Y -37.2%

Morning Glen Shopping Centre, Sandton
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The 16.8% like-for-like NPI reduction was driven by:
• Negative reversions in respect of renewed or new long leases to blue chip tenants for large box logistics facilities, in respect of
circa 133 321m2 at a weighted negative reversion rate of 31.3%.
• COVID-19-related rental relief and deferments granted to our tenants was particularly over the hard lockdown period and
represented 4.3% of the 2020 gross revenue generated by the like-for-like portfolio.
• R33.1 million of the ECL allowances represents an amount specifically in respect of COVID-19 arrears in excess of the historical
loss percentages.

LIKE-FOR-LIKE NPI PER SECTOR
SECTORAL CONTRIBUTION TO NPI

SECTORAL NPI
Rm

23%
39%

Afhco
Commercial

3%
Industrial

35%






Retail (including Storage)
Industrial
Commercial
Afhco

Retail
(including
storage)

0

100

200

300

400

500

600

 Dec 2020  Dec 2019

The loss of income in respect of developments, disposals and acquisitions was from the base effects of the disposals of 10 properties and
65 residential units, and the loss of income at the two retail developments 51 Pritchard and Morning Glen.
The performance of the Zambian joint venture has been significantly impacted by sovereign and economic challenges in addition to
the effects of the COVID-19 pandemic. The 50% share of income from the Zambian JV reduced by R14.7 million in rand terms, due
to rental relief of R19.5 million. The decrease in the income was partially offset by the effects of the depreciation of the ZAR/USD
average conversion rate of circa 14.6%. The ZAR depreciated to an average of R16.50/USD from R14.40/USD in 2019.

DISTRIBUTION
The Company is mindful of the need in the current environment to strengthen its balance sheet to provide a foundation for future
sustainable optimal performance and to divest from properties that are not of a quality to meet the Group’s more stringent investment
criteria in uncertain times. These divestments, together with the performance of the Company despite challenging trading conditions,
have placed SAC in a position to be able to declare a distribution for the year ended 31 December 2020. In making this distribution, the
Board was cognisant of the importance of preserving capital in the distressed economic times brought upon by the COVID-19 pandemic,
the meeting of the distribution requirements pertaining to a REIT in terms of the JSE Listings Requirements and to limit any tax leakage.
The distribution amounts to R450.9 million, being 75% of distributable income, and amounting to 17.93 cents per share.
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COLLECTIONS, RENT RELIEF AND EXPECTED CREDIT LOSS ALLOWANCE
Retail 1
%

Commercial
%

Afhco
Retail
%

Residential
%

Student
accommodation
%

SA Total
%

Zambian
JV
%

Contribution
Normal NPI contribution

37.8

28.7

1.3

2.5

23.5

0.7

94.5

5.5

Quarter 2 2020 Collections
Collections in the quarter

71.7

86.5

82.3

36.6

75.5

96.7

74.8

49.8

Relief to tenants
(% of billings)

12.0

6.9

8.9

34.7

4.0

–

10.4

29.5

–

1.3

3.7

–

0.8

8.9

33.3

0.3

–

7.9

Awaiting substantiation
Write-offs
Deferments provided
Under negotiation/Arrears/Prior
period collections
Contractual billings
Quarter 3 2020 Collections
Collections in the quarter
Relief to tenants
(% of billings)
Awaiting substantiation
Write-offs
Deferments provided
Deferments repaid
Under negotiation/Arrears/Prior
period collections

–

–

12.0

0.2

–

6.7

–

0.1

6.6

8.8

28.7

20.5

3.3

14.8

20.7

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

93.1

108.3

88.6

91.0

83.9

107.3

95.3

79.9

0.7

14.6

1.1

–

3.0

15.9

(1.7)

–

–

–

29.5

16.3

5.1

–

–

1.7

–

–

5.8

0.3

–

0.4

5.1

0.1

0.7

8.8

0.8

–

3.0

–

0.3

–

–

–

0.1

–

(2.1)

–

–

(0.5)

1.8

(6.6)

10.7

–

–
(5.6)

–
15.0

(7.3)

–
15.9
–
–

1.7

4.2

Contractual billings

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

Quarter 4 2020 Collections
Collections in the quarter

107.6

108.1

108.2

94.2

95.3

123.8

104.9

92.5

1.6

6.4

0.5

0.3

2.5

12.4

Relief to tenants
(% of billings)
Awaiting substantiation
Write-offs

1

Industrial
%

5.8

(2.7)

–
5.8

–
0.2

–

1.1

1.6

5.3

–
0.5

–
0.3

0.1

–

3.1

12.4

Deferments provided

–

–

–

–

–

–

–

–

Deferments repaid

–

(2.9)

–

–

–

–

(0.7)

–

(24.1)

(7.4)

(4.9)

Under negotiation/Arrears/Prior
period collections

(13.4)

Contractual billings

100.0

(5.4)
100.0

(9.8)
100.0

(0.6)
100.0

4.2
100.0

100.0

100.0

100.0

including Storage

In the final quarter of 2020, collections in the South African portfolio improved to 105% of billings after reducing to circa 75% over
the initial lockdown period. Arrears have increased to 10.6% of revenue in 2020 (2019 4.1%) as the effects of the COVID-19 pandemic
continue to be felt by tenants. The rate by which arrears increased had declined by year end after the relaxation to level one and as
more employees returned to work.
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FINANCE COSTS

INVESTMENT PROPERTIES ANALYSIS

Net finance cost, excluding the impact of IFRS 16, increased by
9.9%. This is due to lower capitalised interest arising from a
combination of a reduced development pipeline and of a
suspension of capitalised interest over the “lockdown” period.
A further increase resulted from a reduction in interest income
from development loans which were either settled or
substituted for property and increased interest payable in
respect of interest rate swap and cross-currency interest rate
swap derivatives.

To reflect worsening market conditions over the last 12 months,
capitalisation and discount rates used in our property valuations
have been reviewed and revised accordingly by our independent
valuers. The average capitalisation rates have widened by 20
basis points(bps) for retail, 20 bps for industrial and 60 bps for
commercial. The capitalisation rates used in SAC’s December
2020 valuations, are on average 78 bps wider than the sector
average for the relevant retail property types, 28 bps narrower
in industrial and 56 bps wider in respect of offices, compared
with that reported by SAPOA in November 2020.

PROPERTY VALUATIONS
The Group’s independently valued property portfolio, which
excludes the three Zambian properties, decreased by R1.4
billion or 8.0% to R16.0 billion (2019: R17.4 billion). The likefor-like portfolio held for the full 12 months to December 2020
reduced by R1.1 billion or 7.7% from December 2019.

The widening of the capitalisation rates for retail reflects the
deterioration of retail trading conditions. The valuation of the
industrial portfolio has been impacted upon by negative rental
reversions, and the decrease in commercial office valuations is
indicative of the challenges faced by this sector. The capitalisation
rates used in the Afhco valuation remain unchanged from the
prior year, however, the reduction in value for this portfolio is
driven by negative movements in the other valuation assumptions.

VALUATION INPUTS
The key assumptions applied by the valuer accross the various portfolios are tabulated below:

1

2020
Portfolio

Valuation
technique
%

Industrial

Discounted
cashflow

Retail (1)

Discount
rate %

Exit
Capitalisation
rate %

Capitalisation
rate %

Rental
Vacancy rate
growth rate:
%
5 year
projection %

13.75 - 18.25

8.75 - 14.75

8.25 - 12.75

1.00 - 4.40

1.00 - 5.00 1 600 - 14 600

Discounted
cashflow

14.00 - 16.00

9.00 - 11.00

8.50 - 10.50

5.10 - 8.20

3.00 - 12.00 8 050 - 28 500

Commercial

Discounted
cashflow

15.25 - 17.00

10.00 - 12.00

9.75 - 11.25

1.60 - 3.80

1.50 - 15.00 7 150 - 16 630

Residencial/
AFHCO

Capitalisation
of net income
earnings

9.00 - 12.00

3.00 - 5.00

3.00 - 8.00

Bulk rate
per sqm
Rands

6 800 - 12 200

Includes storage.

Greater detail relating to the assumptions used in the
valuations can be found in note 4 of the consolidated AFS
which are available on the company’s website.
Given the uncertainty that the impact of the COVID-19 pandemic
will have on operations and forecasts, external valuations were
prepared based on the best available information at the
reporting date. Future results may, however, differ depending
on the ultimate impact that the pandemic could have on
trading conditions. The external valuer considered the impact
of COVID-19 when performing the valuations. In the short term,
adjustments were made for deferred rentals and relief as
negotiated between the Group and its tenants. To incorporate
the impact of COVID-19 on investment property valuations the
external valuer adjusted the valuation assumptions related to
capitalisation and discount rates, growth rates, longer void
periods, further negative reversions in respect of renewals,
increased vacancy assumptions, reduction of in-force escalation
rates and the introduction of the ECL valuation assumption. All
these adjustments resulted in a reduction in the valuation of
investment property, amounting to R1.5 billion.
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Further details in this regard have been included per note 4
of the consolidated AFS.

DEVELOPMENT AND OPERATIONAL CAPITAL
EXPENDITURE
R235 million was spent on improvements to investment
property, including R165 million of development capital
expenditure and R70 million for operational capital expenditure.
Over the lockdown period where movement and construction
activity were restricted, developments were halted and the
resulting capitalisation of interest suspended until level 3 when
development resumed. The lockdown together with the need
to conserve capital in a period of uncertain collections resulted
in a moderate spend in respect of operational capital
expenditure with this being limited to only essential capex.
These measured resumptions of capital expenditure were
focused on compliance, safety or to unlock near-term income
generation and were funded from divestment proceeds.

DISPOSALS
Divestments of R372 million were transferred during the year. These disposals comprised five industrial, two commercial properties,
three inner-city retail properties and 65 residential units in buildings in which Afhco does not have majority ownership, and/or
which do not meet the long-term investment strategy of the Group’s residential property business.
These properties were sold at a 13% discount to the last valuation and a weighted average exit yield of 9.0%. The discount was
however significantly skewed by the two increasingly vacant and/or poor tenant covenant industrial properties, without which the
remainder of the disposals were at a 2.2% profit to the last valuation.

ACQUISITIONS
Two residential assets were acquired through substitution of loans to developers, amounting to R242 million. The Group also
acquired an 80% share in a joint venture settled through the remaining indebtedness by Calgro M3 and the acquisition of their
share of associate loans in the joint venture, post the unbundling of the joint initiative in 2019, for R143 million. This is reflected
under investment in joint ventures in the consolidated AFS.

NET ASSET VALUE (‘’NAV’’)
The NAV per share reduced by 76 cents or 15.9% from 477 cents per share to 401 cents. The main contributor to the decrease in NAV
is the negative fair value adjustment in respect of investment properties, which reduced the NAV by 61cps or 12.7%. A further
decrease arose from an increase in the MTM of interest rate swap derivatives, which reduced the NAV by 14cps or 3%.
The SA REIT NAV per share decreased by 16.7% to 380 cents per share (2019: 456 cents), including adjustments for intangibles and
goodwill, deferred tax assets and dividends declared in 2021 in respect of the 2020 financial year.

NET ASSET VALUE (CPS)
500
475

477

450
425

(61)

400

6
(14)

(4)

401

(3)

375

(18)

(3)

(0.4)

380

Distribution
declared *

Intangible
assets

Deferred tax

SA REIT NAV

350
325
300
Opening NAV
1 Jan 2020

Reval of inv
properties

MTM interest Foreign adj.
rate swap
iro Zambia JV
derivatives

Other
Net increase in Closing NAV
movements distributable
per 31 Dec
income
2020 AFS

* 2020 Distribution declared on 25 March 2021

FUNDING
The Group’s funding strategy is to fund investments from a diverse set of lenders with a common security pool, held via a security
SPV. This creates pricing tension while ensuring lender investment exposure is of equal quality.

DEBT FACILITIES
TERM DEBT

UNUTILISED REVOLVING
CREDIT FACILITES

AVERAGE TENOR

WEIGHTED
AVERAGE RATE
EXCLUDING
SWAPS

R7.4bn

R700.0m

2.4 years

5.2%

(2019: R7.4bn)

(2019: R386m)

(2019: 2.9 years)

(2019: 8.2%)
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Of the R7.4 billion of debt facilities available to the Group, R6.7 billion was drawn as at 31 December 2020 at a weighted average
rate exclusive of fixes of 5.2%, a weighted average margin of 1.84% and tenor 2.4 years.
The annualised amortised transaction costs imputed into the effective interest rate is 0.1% resulting in an all-in weighted average
cost of debt of 7.8%.
Borrowings totalling R500 million and USD27 million were renewed during the year at a weighted average rate in respect of the
ZAR funding of 8.5%, 4.9% relating to the USD funding and a combined rate of 6.9%. The combined margin and tenor were 2.8%
and 4.1 years, respectively.
Negotiations relating to the refinancing and/or settlement of R1.1 billion long term debt maturing in December 2021, will
commence between quarter two and three of 2021. This will afford the Group the opportunity to reduce the overall gearing and
improve the net interest cover ratios.

DEBT METRICS
LTV

INTEREST COVERAGE
RATIO
(NET INTEREST)

DEBT MATURITY
PROFILE

SWAP MATURITY
PROFILE

2021 14%

38.6%

2.3x

(2019: 36.6%)

(2019: 3.0x)

2022 13%

2022 33%

2023 28%

2023 19%

2024 43%

2024 22%

2025 16%

2025 12%

The Net Debt loan to value (“LTV”) has increased from 36.6% in 2019 to 38.6% in 2020. This is mainly due to:
•
•

the negative fair value adjustment and disposals of investment property resulting in an increase in LTV of 4.1%,
A reduction in LTV of 2.1% resulting from net debt repaid and cash movements of R300 million.

The net interest cover reduced to 2.3 times from 3.0 times, arising from reduced income impacted by the factors as described above.
No more than circa a third of debt facilities expires in any one year.
The debt profile as at 31 December 2020 is detailed below:
Maturity date
Fixed
Fixed
Fixed
Term revolving
Fixed
Term revolving
Fixed
Fixed
Fixed
Term revolving
Term revolving
Amortising
Fixed
Fixed
Fixed 5
Fixed
Fixed
Fixed
Fixed

2021/12/11
2021/12/13
2022/05/07
2022/05/07
2022/05/07
2022/06/30
2022/12/11
2023/05/07
2023/05/07
2023/12/09
2023/12/11
2024/04/15
2024/05/07
2024/05/07
2024/11/05
2025/05/07
2025/05/07
2025/12/09
2025/12/11

1

2

3
4

Total interest-bearing borrowings
Cross-currency
Cross-currency
Cross-currency
Cross-currency

interest
interest
interest
interest

rate
rate
rate
rate

swap
swap
swap
swap

5

5

Total weighted average

2022/09/19
2022/09/19
2023/01/26
2023/01/26

Drawn down value (Rm)

Interest rate %

500
550
300
–
629
–
1 000
637
513
–
–
59
585
564
396
308
300
150
150

8.26%
8.21%
7.62%
7.67%
7.87%
7.54%
8.32%
7.75%
8.04%
8.41%
8.26%
6.88%
7.85%
8.10%
4.96%
8.02%
8.21%
8.61%
8.59%

6 641

7.88%

(131)
147
(120)
147

8.38%
3.98%
8.08%
4.36%

6 684

7.70%

1. R300m revolving credit facility undrawn. 2. R200m revolving credit facility undrawn. 3. R100m revolving credit facility undrawn. 4. R100m revolving credit facility undrawn.
5. US Dollar denominated loan.
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IN COMPLIANCE
WITH ALL LENDER
COVENANTS
APPLICABLE
DURING THE
PERIOD.

During the year, the Group engaged with its lenders for relaxation of covenants to proactively
manage any short-term breach of covenants that may have arisen from reduced income and
valuations that were impacted by the effects of the COVID-19 pandemic.
Further details regarding the Group’s compliance with lender covenants has been included per
note 16 of the consolidated AFS.

SA REIT LOAN TO VALUE (“LTV’’) AND NET INTEREST COVER
To improve comparability across the sector the REIT association has introduced a basis for the determination of LTV as part of its
best practice recommendations.

SA REIT LOAN
TO VALUE

Net debt
LTV excl.
swap
derivatives

38.6%

Fair value
CCIR’s R61.2m

38.7%

Fair value int.
rate swaps
R425.9m

41.2%

The loan to value flow depicts the LTV build up to the best practice recommendations commencing with the LTV based on net debt
being gross borrowings net of cash and cash equivalents. Only unrestricted cash has been included in cash and cash equivalents.
The net debt LTV on this basis, increased from 36.6% at December 2019 to 38.6% as at December 2020. This excludes the fair value
of cross-currency interest rate swap derivatives of R61.2 million (December 2019: R37.8 million) and interest rate swap derivatives
of R425.9 million (December 2019: R78.0 million). The inclusion of cross-currency interest rate swap derivatives increases the LTV
to 38.7% (December 2019: 36.6%) and the further inclusion of interest rate swap derivatives increases the LTV to 41.2% (December
2019: 37.0%).
The weighted average cost of debt excluding and including interest rate swaps, was 5.2% and 7.7% respectively. The weighted
average swap margin including cross-currency interest rate swaps was 2.5% (2019: 0.3%) and the weighted average debt margin
was 1.8% (2019: 1.7%). The weighted average tenor of loans including the cross-currency interest rate swaps is 2.4 years.

SWAP PROFILE
HEDGE %

SWAP MARGIN

AVERAGE TENOR

WAR INCLUDING
SWAPS

73.1%

2.5%

3.0 years

7.7%

(2019: 70.9%)

(2019: 0.3%)

(2019: 3.4 years)

(2019: 8.5%)

A total of 73.1% of total debt drawn with variable interest rates were fixed via interest rate swaps derivatives at a weighted
average swap margin of 2.5% and weighted average tenor of 3.0 years. The weighted average rate inclusive of fixes reduced to
7.7% compared to 8.5% at December 2019 due to a 2.9% reduction in the facility base rates since December 2019. The facility base
rates decreased from 6.2% to 3.3%.
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Jabulani Mews, Soweto

Mindful of challenging trading conditions resulting from the COVID-19 pandemic and the uncertainty
associated with property valuations, the Company intends utilising a substantial portion of divestment
proceeds to settle debt. In addition, it obtained the release of the R143 million guarantee to the M&T East
End Development joint venture and is currently pursuing interventions that will release other encumbrances,
strengthening its financial position. In this regard, cross-currency interest rate swap derivatives to the value of
USD10 million were settled after the year-end to reduce the Group’s exposure to USD debt and the reliance
on USD-linked rentals in Zambia.

INTERBANK OFFERED RATES (“IBORs”) REFORM
Management is monitoring market and accounting developments with regard to the new definitions in light
of IBORs reform. Financial authorities are planning the phase out and replacement of the LIBOR between
31 December 2021 to 31 December 2023. The transition to the new benchmark rate may have an impact on
the interest-bearing borrowings and will be negotiated with the respective lenders when the benchmark is
available. This is also being monitored by the Audit Committee and Group treasury to manage the transition
to alternative rates.

CASH ON HAND
AND UNDRAWN
FACILITIES
R757 MILLION

Cash on hand, excluding tenant deposits and including committed undrawn
facilities of R700 million, amounted to R757.3 million as at 31 December 2020.

TRACKING CARBON EMISSIONS
The requirements relating to tracking and reporting ESG has increased significantly with growing requirements
from various stakeholders. We believe that you cannot manage what you do not measure and therefore we
have over time installed smart meters at most of our properties to accurately assess our utilisation of the scarce
resources and highlight opportunities for improving our environmental footprint. Whilst, the first phase of
carbon tax is not yet applicable to SAC we are cognisant of its introduction and have detailed our approach
in the environmental section of our Environmental, Social and Governance Report.

APPRECIATION
The past year has presented significant challenges which my team had to successfully navigate to finalise
the results and consolidated AFS. I thank them for their willingness to take up the challenge, as well as their
hard work and dedication. I also extend my appreciation to the Board, and in particular, the Audit
Committee, for their ongoing guidance and support.
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PROPERTY REVIEW

INDUSTRIAL
PORTFOLIO

24.6%

THE LOCATION
OF OUR PROPERTIES

of total portfolio
Total GLA 537 463m2 and
37.9% of portfolio GLA

Gauteng

37

South Africa
KwaZulu-Natal

2020 AT A
GLANCE
Western Cape

69
properties

Arrears

7.3%
Weighted average
contractual escalation

7.1%

3

Total portfolio
Total portfolio value
value:

R3.9bn
R3.9 bn

Weighted average
discount rate

Weighted average
capitalisation rate

9.6%

58.8%

Vacancies by GLA

Cost to
revenue ratio

Rental reversions

15.0%
1.5%

28.1%

Tenant
retention of

-12.7%

% BY MSCI TYPE BY VALUE

 Warehousing/distribution 71.8%
 Other industrial 21.8%
 Manufacturing/production 6.4%
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WALE

3.0 years
Logistics % of
portfolio by GLA

71.5%

29

FINANCIAL PERFORMANCE

LEASE EXPIRIES
120

35

2019

 Revenue    NPI

20.7

% of GLA

17.3

10
1.6

5
0

Vacancy Monthly

2021

2022

2023

2024

+2025

Cumulative

TOP 10 PROPERTIES
2020
value
R'000

%

Property expenses

20
15

 % of GLA   

PORTFOLIO GROWTH/DECLINE RATES
Rental income

25

40

0

2020

15.3

Cumulative %

60

20

100 000
0

80

1.5

200 000

367 000

300 000

483 066

425 443

400 000

603 840

R’000

500 000

30
20.2

100

700 000
600 000

23.4

800 000

(12.0)%
(3.3)%

Recovery of property expenses

(16.7)%

NPI

(16.5)%

57 Sarel Baard Crescent, Centurion
Beryl Street, Jet Park
37 Yaldwyn Road, Jet Park
112 Yaldwyn Road, Jet Park
Tygerberg Business Park, Parow
5 Yaldwyn Road, Jet Park
1 Baltex Road, Isipingo
111 Mimets Road, Denver
Corner Giel Basson Drive & Nathan
Mallach Road, Goodwood
Corner Staal & Stephenson Roads,
Pretoria
Total Top 10 industrial

614
300
258
196
161
128
115
103

2020*
GLA m2

000
000
000
500
000
986
000
000

42
27
39
30
17
17
9
18

144
681
738
299
408
552
964
051

90 000

5 902

82 000

28 538

2 048 486

237 277

*Gross lettable area, not including areas under strategic development

STRATEGY
Divest from lower quality properties and
strengthen the remaining tenant
covenant. The refinement of our industrial
portfolio will be dominated by logistics
facilities with strong tenant covenant.

The top 10 properties
contribute 52.2% of
the industrial portfolio
and 12.8% of the total
portfolio
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PROPERTY REVIEW

CONTINUED

KEY FEATURES - 2020
• Very low vacancies achieved
• Strong progress with disposal of lesser quality properties
• Greater demand for early renewals

OVERVIEW OF THE INDUSTRIAL PROPERTY MARKET
The industrial market did not escape the impact of the
pandemic on an already weak economy.
The increased investment into e-commerce capabilities and the
need to optimise supply chains is increasingly spurring demand for
modern logistics and distribution warehouses. The supply response
has been a noticeable increase over recent years in industrial space
being built. While this increased supply against a weak economic
backdrop may cause rental growth to remain subdued, it is
anticipated that this may be offset by the accelerated shift to
online promoted by the pandemic, as retailers adjust to the
changing landscape.

INDUSTRIAL PORTFOLIO PERFORMANCE
Full-year like-for-like NPI was negative 7.9% on the prior year.
These decreases were primarily due to substantial negative
renewal reversions, COVID-19 rental relief in the form of
deferments, and rental discounts to tenants with short-term
leases, in exchange for lease extensions.
The negative rental renewal reversions of 12.7% were negotiated
in an attempt to retain existing tenants, as re-tenanting risk is
viewed as extremely high in the current environment. There has
been tremendous pressure from tenants to reduce rentals, which
in some cases had an impact of between 20% to 40% on rentals.
A telling example disclosed previously is the negative 23%
renewal reversion on a lease to Autozone, which was concluded
to retain that tenant. This has been previously reported but is
accounted for this year. Other noteworthy renewals included
Tiger Brands at 37 Yaldwyn Road and 112 Yaldwyn Road, as well
as Bell Equipment at Beryl Street. The industrial WALE at
December 2020 has improved from 2.47 years to 3.03 years, with
WALE excluding the properties which have been contracted for
sale at 3.49 years.

SAC’s industrial vacancy
of 1.5% compares favourably with a
sector-wide vacancy of 5%

While the current volatility has created a reluctance amongst
tenants to commit to long-dated leases, SAC has successfully
concluded long-term leases during 2020 with blue-chip tenants
such as Tiger Brands, Bell Equipment and SGX Logistics.
Vacancies decreased from 3.2% in 2019 to 1.5% in 2020. This has
mainly been achieved by balancing vacancies against significant
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negative reversions, as well as by the disposal of poorer quality
vacant properties. The remaining vacancies relate to three
properties, two of which are contracted for sale, and 28 Goodwood
Road, which is partially let.
The low tenant retention at 59% is not an accurate reflection,
as two of the tenanted properties have changed its legal entity.
Should this be excluded from the retention statistic, retention
is close to 83%.
Arrears have been halved to R19.5 million in the second half of
the financial year and continue to be managed and monitored
closely. Tenants in arrears have been required to sign
Acknowledgement of Debts to retain their premises. A business
improvement has been noted in Q4 2020, with tenants in arrears
starting to catch up on their arrears accrued earlier in the year.
While capital expenditure had to be managed carefully in the past
year, SAC did complete an R11.4 million solar installation at 57
Sarel Baard Crescent in December 2020. The installation will
generate attractive cost savings for the tenant of more than
R500 000 per annum. We have also commenced with the
installation of fire pumps and tanks at a few of our properties –
Tygerberg Business Park, 35 Surprise Road, 5 Yaldwyn Road, 264
Aberdare Road, 112 and 37 Yaldwyn Roads and 141 Hertz Close.
The availability of these facilities positively influences our tenants’
insurance premiums.
We continue to engage in proactive asset management in our
industrial portfolio.

ACQUISITIONS, DISPOSALS AND REDEVELOPMENTS
There have been no acquisitions or developments in this
portfolio during 2020.
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. In line with this strategy, SAC has
made good progress in the past year to divest from industrial
properties that exhibit the traits of increasing vacancy, poor
tenant covenants and significant capital obligations. Our
leasehold exposure is largely extinguished, and smaller properties
with poor logistics characteristics have been sold.

The disposals include:
CONTRACTED AND CONDITIONAL

TRANSFERRED
Description

Sales price
Rm

Description

Sales price
Rm

77.5

1 Baltex Road, Isipingo

530 Nicholson Road, Denver

40.0

26.0

11 Enterprise Close, Linbro Park

12.0

121 Intersite Avenue, Umgeni Business Park,
Durban

59 Intersite Avenue, Springfield

70.0

144 Kuschke Street, Meadowdale, Germinston

10.7

264 Aberdale Drive Phoenix

23.0

16 Friesland Crescent, Longmeadow

13.0

95 15th Road, Randjespark

Erf 116 New Brighton, Gqeberha
Total

83.5
283.0

136.5

Total

209.2

GRAND TOTAL

970.5

CONTRACTED AND UNCONDITIONAL
Description

Sales price
Rm

121 Malacca Road, Red Hill

23.5

10 Industrial Avenue, Kraaifontein

57.0

30/34 Hillclimb, Pinetown

43.0

Corner Isotope and Bridge Streets, Bellville

30.0

Maydon Wharf Properties, Durban
6/8 Mahogany Road, Pinetown
Stondell Investments, 684 Pretoria Road,
Wynberg
Erf 84/85/86 Shakas Head, Durban
Total

212.0
58.0
4.0
50.8
478.3

LOOKING AHEAD
We expect that 2021 will still present a tough trading year as the
impact of the lockdowns continues to be felt. Approximately 23%
of the portfolio is due for renewal in 2021, covering 125 953m2,
with greater than 40% of the renewal risk removed through
disposals. Economic conditions remain exceedingly challenging,
which is expected will maintain the downward pressure on
renewal rentals. SAC continues to balance stability and tenure
against negative reversions.
Our aim is to restructure our portfolio to provide superior
logistics space to tenants with covenant strength. We will
continue to recycle capital from industrial properties that do not
meet our investment criteria.

20 Kyalami Road, Pinetown
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RETAIL PORTFOLIO
including STORAGE

43.7%

of total portfolio
Total GLA 430 724m2 and
27.7% of portfolio GLA

Storage

19

Gauteng

16
1

Mpumalanga

KwaZulu-Natal
South Africa

2020 AT A
GLANCE
Western Cape

1

45
Properties
(including Storage)

Trading density
growth

3.2%

Total portfolio
value

R7.0bn

Weighted average
discount rate

Weighted average
capitalisation rate

Tenant retention
rate

WALE

Weighted average
contractual escalation

Vacancies by GLA

79.8%

14.7%

3.6 years

7.2%

9.2%
4.6%

% BY MSCI TYPE BY VALUE








66

SA Corporate Real Estate Limited
Integrated Annual Report 2020

Community shopping centre 33.4%
Local convenience centre 1.7%
Neighbourhood shopping centre 19.5%
Other retail 3.4%
Small regional shopping centre 40.7%
Storage 1.3%

Arrears

8.9%
Rental
reversions

-7.0%

8

LEASE EXPIRIES
120

35

100

30

20

28.9
17.2

19.5

15
10
8.5

200 000

40

12.1

300 000

420 841

400 000

25
20

60

9.2

500 000
525 378

R’000

600 000

80

4.6

700 000

Cumulative %

800 000

865 160

900 000

924 685

1 000 000

% of GLA

FINANCIAL PERFORMANCE

5

100 000
0

0
2019

2020

 Revenue    NPI

0
Vacancy Monthly

2021

2022

 % of GLA   

PORTFOLIO GROWTH/DECLINE RATES

Property expenses
Recovery of property expenses
NPI

2024

+2025

Cumulative

TOP 10 PROPERTIES
%

Rental income

2023

(9.5%)
9.6%
(6.6%)
(21.7%)

Musgrave Centre, Musgrave
East Point Shopping Centre,
Boksburg
Umlazi Mega City, Umlazi 1
Springfield Value Centre,
Springfield
Bluff Shopping Centre, Bluff
Montana Crossing, Montana
Morning Glen Shopping Centre,
Sandton
Hayfields Mall, Pietermaritzburg
Comaro Crossing, Oakdene
51 Pritchard Street, Johannesburg 2
Total Top 10 retail

2020
value
R'000

2020
GLA* m2

975 000

38 502

975 000
673 500

44 539
36 989

495 000
444 000
325 000

19 980
22 129
23 225

302
275
263
221

18
12
14
8

000
000
000
000

4 948 500

664
414
665
317

239 424

*Gross lettable area, not including areas under strategic development
1
Represents 75% ownership in property
2
Partially under development. GLA prior to development was 15 040m2

STRATEGY
Our retail portfolio will focus on
convenience orientated shopping centres,
with a tenant mix that emphasises
defensive categories, particularly
groceries, food services, pharmaceutical
offering, health and beauty products, and
household equipment and consumables.

The top 10 properties
contribute 71.1% of
the retail portfolio and
31.0% of the total
portfolio

SA Corporate Real Estate Limited
Integrated Annual Report 2020

67

MANAGEMENT REPORTS

PROPERTY REVIEW

CONTINUED

KEY FEATURES - 2020
• Resilience of community and neighbourhood shopping centres
• Strong performance from grocer tenants and athleisure
• Vacancies maintained through close cooperation with tenants

OVERVIEW OF THE RETAIL PROPERTY MARKET

RETAIL PORTFOLIO PERFORMANCE

Consumers’ growing preference for convenience shopping
accelerated during the pandemic, with a greater emphasis on
essential shopping necessitated by tough economic conditions,
as well as the need for social distancing. Consumers tended to
avoid larger malls for the most part, and for these centres, a
welcome increase in basket size proved insufficient to counter
the pronounced decline in footfall.

Like-for-like NPI in the retail portfolio declined by 18.8%. SAC
managed to keep vacancies reasonably stable and low at 4.6%,
by offering attractive rentals to maintain retention levels. Tenant
retention was high at 80% but came at the price of negative
renewal reversions of 7.0%. Bad debt provisions and write-offs
increased by more than 100% to R31.9 million. Arrears improved
as trading started to normalise in the last quarter of the financial
year. Property expenses, excluding bad debt provisions, were well
contained. Net property income reduced by 20.3% to R411.6
million (including storage).

SAC achieved
trading density growth of 3.17% with
a stable rent to turnover ratio, relative
to an industry growth of -6.6%.
The strength of SAC’s retail portfolio, however, lies in its focus
on community and neighbourhood centres in urban areas
that are dominant in their catchment areas, concentrating on
convenience orientated offer with a particular emphasis on
grocer and pharmaceutical retailers. The cost of occupancy in
large shopping centres has surged, implying declining tenant
affordability, and requiring sizable rental concessions to support
tenant viability. In contrast, community and neighbourhood
centres have proved to be more robust formats, with trading
densities growing in many instances and rent to sales ratios
remaining close to historical levels. Food retailers demonstrated
the most resilient trading densities of all merchandise categories,
further affirming the defensive nature of the SAC retail strategy.
SAC has achieved good traction in its focus on convenience, with
key grocery and pharmaceutical offerings such as Food Lovers
Market and Dis-Chem at Musgrave, Clicks at Bluff and Davenport
and Dis-Chem at Springfield all in progress, and further specialist
food offerings planned for Morning Glen, North Park Mall and
Montana Crossing.
While generally outperforming the retail sector, these smaller
shopping centres were not totally immune to the pandemic,
with the greater exposure to SMME and service tenants
taking its toll on vacancies and requiring decisive action to
support tenants. SAC granted approximately R60 million as
rent concessions in the retail portfolio. Rental collections also
remained under pressure, and this smaller tenant grouping
exhibited the most strain. Retaining viable tenants is a key
priority for the group and we have been working in partnership
with our tenants to assist them during this challenging time.
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Average food trading density at our
shopping centres for 12 months rolling
at December 2020 is R3 197/m2

The business rescue process of Edcon generated 2 600m2 of
vacancy (0.75% of total retail GLA) at Musgrave and Bluff
centres. The lingering impact of this vacancy has all but
dissipated, with the space taken up by other national retailers
(Clicks, Food Lovers Market and Dis-Chem) and smaller tenants.
Energy disruptions and lack of service delivery continued to
present challenges and add further costs.
SAC has rolled out storage facilities in un-tenanted floor space
in areas that are difficult to rent out, to generate income, and
provide consumers with a further reason to visit our shopping
centres. The storage facilities have been positively received,
with an occupancy level of 85% at year-end, including recently
constructed units in the tenanting-up phase.

ACQUISITIONS, DISPOSALS AND
REDEVELOPMENTS
There were no acquisitions in the Retail portfolio in 2020. SAC
sold its 50% share in Stellenbosch Square, Kempton Corner
and the Hotel at the Cullinan Jewel Shopping centre for a
total of R226.0 million post year-end. Apart from Kempton
Corner, which was unconditional at year-end, these sales are all
contracted but remain conditional.

The disposals include:
CONTRACTED AND UNCONDITIONAL
Description

Sales price
Rm

Kempton Corner, Kempton Park

108.3

Total

108.3

CONTRACTED AND CONDITIONAL
Description

Sales price
Rm

Hotel at Cullinan Jewel Shopping Centre,
Pretoria

2.7

Stellenbosch Square, Stellenbosch

115.0

Total

117.7

GRAND TOTAL

226.0

A highlight of our redevelopments this year was Springfield Value
Centre, which is now fully let. One of the differentiators for this
centre is athleisure, which has demonstrated pleasing trading
densities with tenants seeking and taking up additional space.
We believe that 51 Pritchard Street will become the dominant
shopping centre in a most densely traded retail area near Park
Station. Shoprite has been secured as a food anchor and Retailability
has occupied the entire first floor with the Edgars brand.
Food Lover’s Market opened at Morning Glen as a specialist
grocer offering, supporting our strategy of a strong food

offering. The opening of other new developments had to be
postponed due to lockdown challenges, while efforts to conserve
cash by limiting capital spend to essential projects only, delayed
several redevelopment projects until the 2021 financial year.

LOOKING AHEAD
Trading conditions that have started to recover as restrictions
were eased, have again been impacted by the second wave of
the pandemic. It is unlikely that trading will normalise in the
short-term, due to consumers’ fear of further waves of the
pandemic and continued reluctance to frequent densely
populated spaces. Against the current weak economic
backdrop, consumer spending has also progressively become
more constrained.
To remain competitive, the negotiation and structuring of
leases will have to adapt to changing conditions and SAC is
working closely with its tenants in this regard. We expect
further pressure on reversions, as efforts to keep vacancies low
continue.
The choice of tenants remains pivotal in smaller centres and
provides a compelling means of differentiation. SAC will
continue to focus on quality tenants that provide a relevant
and attractive offering in terms of daily essentials and a tenant
mix that is uniquely tailored to match the demand of each
individual centre.
We also take cognisance of the acceleration in online shopping
and are factoring this into the choice of segment and tenant
mix for our portfolio. We anticipate that quality retail centres
will continue to play a critical role in a comprehensive
omnichannel strategy.

Musgrave Centre, Musgrave
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COMMERCIAL
PORTFOLIO

2.9%

of total portfolio
Total GLA

37 890m²

and 3.0% of portfolio GLA

3

Gauteng

3

KwaZulu-Natal
South Africa

2020 AT A
GLANCE

8

Total portfolio value

R0.5bn
WALE

1.1 years

Weighted average
discount rate

Weighted average
capitalisation rate

Weighted average
contractual escalation

Vacancies by GLA

15.7%

7.9%

10.2%

16.9%

Arrears

Tenant retention rate

Cost to revenue

Rental reversions

21.2 %

55.1%

% BY MSCI TYPE BY VALUE

 City decentralised offices 74.4%
 Other 15.6%
 Provincial offices 10.0%
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1

1

Western Cape

properties

Free State

66.2%

-9.1%

FINANCIAL PERFORMANCE

LEASE EXPIRIES
120
100

100 000

2019

25

60

10

0

2020

Vacancy Monthly

 Revenue    NPI

2021

2022

 % of GLA   

PORTFOLIO GROWTH/DECLINE RATES

2023

2024

5

2.6

5.0

12.6

14.1

20

15

16.9

40

20

% of GLA

80

10.8

31 096

20 000

63 705

40 000

Cumulative %

96 770

60 000

0

35
30

54 747

R’000

80 000

40
38.0

120 000

0
+2025

Cumulative

TOP FIVE PROPERTIES
%

Rental income

(39.2)

Property expenses

(25.9)

Recovery of property expenses

(22.9)

NPI

(43.2)

2020
value
R'000

2020
GLA* m2

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

47
43
24
236

000
000
800
000

4
2
3
15

670
800
255
660

73 000

6 713

Total Top 5 commercial

423 800

33 098

*Gross lettable area, not including areas under strategic development.

STRATEGY
To ensure the retention of tenants and
improve the occupancy of our
remaining commercial office properties,
in order to be well-positioned to fully
divest from this property class, as and
when this is opportune.

The top five properties
contribute 90.5% of
the commercial
portfolio and 2.7% of
total portfolio

SA Corporate Real Estate Limited
Integrated Annual Report 2020

71

MANAGEMENT REPORTS

PROPERTY REVIEW

CONTINUED

KEY FEATURES - 2020
• Oversupply of office space exacerbated by tenant failures and WFH trends
• Office development trending downwards
• SAC continuing to reduce commercial exposure

OVERVIEW OF THE COMMERCIAL PROPERTY
MARKET
The industry-wide office vacancy rate of 13.3% at year-end, was
the highest since 2004. The weak office fundamentals are the
culmination of muted demand given sluggish economic growth
and significant supply. Sandton A-Grade office vacancies were
the highest in the country, aggravated by a significant supply/
demand imbalance. The combination of financial strain on
tenants, the need to apply social distancing measures, and a
reluctance from staff to return to offices on a full-time basis,
is anticipated to lead to the reconfiguration of office layouts,
as well as a potential reduction in the demand for office space
over time. More flexible or hybrid solutions may be required
to attract tenants. Conversion of office assets to alternative
uses such as residential is expected to continue and potentially
accelerate. The supply situation appears to be becoming more
favourable with office space currently under development as a
percentage of existing stock, the lowest it has been in decades.
SAC’s strategy remains to reduce commercial exposure, in
light of the developments described above, as the commercial
property market remains in a downward trend.

COMMERCIAL PORTFOLIO PERFORMANCE
Full-year like-for-like NPI declined by 15.9% on the prior year
and reflects COVID-19 related rental relief afforded to tenants,
decreased parking income, continued vacancies in the portfolio, as
well as increases in the bad debt provisions. Given the challenging
economic conditions, a number of tenants have elected not to
renew their leases, culminating in a retention rate of 66%.
Competitors have been particularly aggressive with substantial
incentives to attract new tenants, from tenant installation
allowances, rent-free periods of up to one year, as well as rental
discounts. SAC has been successful at re-letting smaller spaces,
including at GreenPark Corner, thereby keeping commercial
vacancies by GLA stable at 16.9%. Increased negative reversions
were negotiated to counter the effect of further vacancies,
resulting in a negative renewal reversion of -9%. The WALE of
1.13 years at December 2020 represents a decrease from the
WALE of 1.56 reported in December 2019.
Selected rental relief was offered during the height of
lockdowns in April and May 2020. We have seen an increase
in arrears in this portfolio and, while payment plans have been
introduced for some tenants to stem the trend, collections
remain strained.
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GreenPark Corner is the largest contributor to the commercial
portfolio and continues to be severely challenged, with
vacancies of some 26% by year-end. Efforts to aggressively retenant space at discounted rentals are still to show significant
impact because of the competition in the Sandton node. The
intention remains to continue to offer market competitive
rentals to reduce the vacancy to below 10% when the property
should be more attractive for disposal. We continue to explore
alternatives to address the vacancy and management is in
discussion with a specialist to assist with the implementation of
a shared/flexible workspace solution.
The 20 storey Greenpark Corner has a structure and location
that makes it uniquely positioned for mixed-use. It is located
on the boundary of Sandton’s financial services district and
luxury residential precinct with floor plates of 650 square
metres which can function on the upper levels as prestigious
luxury apartments and the lower levels as efficient corporate
office addresses. Together with the adjacent property, we are
enhancing the retail offer on the ground floor. With this vision
in mind, we continue to investigate the conversion of the
upper floors to residential such that we can on a risk-adjusted
basis take up office vacancy with residential use without
forgoing contracted rental income.

ACQUISITIONS, DISPOSALS AND REDEVELOPMENTS
There were no acquisitions or redevelopments in the commercial
portfolio in 2020. At year-end, eight properties remained in the
portfolio, including GreenPark Corner. Post year-end, five of these
were contracted for sale, with one of the properties in Gauteng
transferred, leaving only three properties in this portfolio.

The disposals include:
CONTRACTED AND CONDITIONAL

TRANSFERRED
Description
34 Mangold Street, Port Elizabeth
Total

Sales price
Rm

Sales price
Rm

5.5

3 The Terrace, Westway, Westville

18.5

5.5

102 Essenwood Road, Durban

47.2

12 Sookhai, Derby Downs Office Park, Westville

20.0

21 Fricker Road, Illovo

30.0

CONTRACTED AND UNCONDITIONAL
Description

Description

Sales price
Rm

Corner Old Pretoria and Alexandra Roads,
Midrand

8.9

Total

8.9

Total

115.7

GRAND TOTAL

130.1

LOOKING AHEAD
The challenges in the commercial sector are likely to increase as the new normal for the office environment unfolds. As SAC’s largest
commercial building, GreenPark Corner is also the biggest contributor to the performance of the portfolio. Vacancies in this property
are expected to remain high given the continued oversupply of office space in the Sandton area.
SAC remains committed to mitigating against the substantial downward pressure on office rentals by further reducing our exposure
in this sector.

Green Park Corner, Sandton
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AFHCO
PORTFOLIO

28.8%

of total portfolio
Total GLA

1

Limpopo

373 495m²

and 26.3% of portfolio GLA
Gauteng

65

South Africa

2020 AT A
GLANCE

66

Total portfolio value

properties

R4.6bn

Total GLA
Retail

76 453m2

Bulk under
development

53 958m²

Weighted average
capitalisation rate

Cost to revenue
ratio

Average residential
rental increase

Residential
vacancy by GLA

Retail vacancy
by GLA

Average retail rental
escalation

Retail rental
reversion

Commercial tenant
retention rate

15.4%

5.7%

10.4%

7.7%

51.3%

-10.7%

% BY MSCI TYPE BY VALUE

 Residential 83%
 Retail/commercial 17%
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1.8%

87.0%

FINANCIAL PERFORMANCE

LEASE EXPIRIES - RETAIL

20

5

2022

2023

2024

+2025

Cumulative

LEASE EXPIRIES - RESIDENTIAL
120

2 068 437

188 580

*Gross lettable area, not including areas under strategic development..

30
20
1.0

2022

2023

2024

+2025

0
Vacancy Monthly

2021

 % of GLA   

0

Cumulative

PORTFOLIO GROWTH/DECLINE RATES
%
Rental income

(0.1)

Property expenses

21.3

Recovery of property expenses

(9.7)

NPI

STRATEGY
To re-establish a credit worthy tenant base,
sustained by a portfolio concentrated in sought
after suburban areas and inner-city mixed use
precincts in close vicinity to transport nodes
offering quality, security, and amenities at
competitive pricing. The divestment of
properties not aligned to the Group’s long-term
strategy will leverage off current low interest
rates and the subsidy to first-time home buyers.

10

0.0

820
046
032
181
925
716
488
354

46.7

40

0.0

31
11
20
17
17
12
8
12

40

0.0

220
000
000
289
320
300
000
000

50

60

% of GLA

60
80

20

305
252
179
146
213
138
117
112

70

100

36.9

30 755
34 286

80

15.4

366 000
312 000

2020
GLA* m2

Cumulative %

2020
value
R'000

Total Top 10 Afhco

2021

 % of GLA   

TOP 10 PROPERTIES

South Hills Lifestyle Estate,
South Hills
Mpumelelo, Doornfontein
Calderwood, Benoni
Etude, Midrand
Northgate Heights, Randburg
Newgate, Newtown
Nukerk, Johannesburg
Greatermans, Johannesburg

10

0
Vacancy Monthly

 Revenue    NPI

Jeppe Street Post Office,
Johannesburg
120 End Street, Doorfontein

15

0

2020

% of GLA

25.3

40

20

16.7

17.4

60

0
2019

25

80

9.3

100 000

30

12.4

276 942

200 000

100

13.2

300 000

352 594

R’000

400 000

35

5.7

Cumulative %

500 000

650 255

600 000

658 652

700 000

120

(21.5)

The top 10 properties
contribute 45% of the
Afhco Portfolio and
13% of the total
portfolio
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KEY FEATURES - 2020
• Pressure on household income resulted in increased vacancies and arrears in both residential and retail
portfolios
• Lockdown restrictions weighed heavily on inner-city retail tenants, with the closure of borders
particularly stifling
• Rental relief offered to affected tenants

The Afhco Portfolio, as at the end of 2020, comprised 10 138
residential units and 76 453m² of retail space. Residential property
comprises approximately 83% of the Afhco Portfolio by GLA.
Afhco experienced a like-for-like NPI decline of 24.8% on the
prior year, with both the residential and retail sectors impacted.
The decline is largely due to the COVID-19 pandemic, which
weighed heavily on residential vacancies, required rental relief
to be offered to retail tenants, and the significantly increased
bad debt provisions on the back of higher arrears and
unpredictable collections patterns as the country moved
through the different stages of lockdown.
The COVID-19 pandemic has brought additional stress to an
already suppressed residential rental property market. Tenants
have been severely constrained in terms of their purchasing
power and continued ability to pay rent. The oversupply in
certain areas, including the Johannesburg inner-city, has brought
about fierce competition as property owners compete for new
creditworthy tenants. There is a strong focus on improving the
quality of the tenant base as tenants are replaced.
High residential vacancies persist whilst a more robust tenant
base is being re-established, increasing to 15.4% as at year-end.
While some progress is being made, particularly in suburban
areas, it seems unlikely that normalised vacancy levels will be
achieved until well into 2021. It seems more likely that normalised
vacancies may only be achieved in the first half of 2022. Afhco
continues to actively watch the market and introduce promotions
at appropriate times to compete effectively.
Lease anniversary increases to existing tenants have been
tracking at approximately 1.8%. However, to attract new
tenants, aggressive marketing interventions were implemented,
including providing discounts averaging approximately 14%.
Price elasticity has never been as evident as at the current time,
with discounting seen as the main lever to achieve normalised
vacancy levels under current circumstances. The lower increase
percentage on existing tenants is also indicative of the need to
discount rentals relative to current promotions to new tenants.
Arrears have increased to 11% in 2020. We believe the
suppressed economic climate will continue to place pressure on
overburdened consumers, and a range of proactive measures
have been introduced to curb any further increase. Supporting
retail tenants with further relief is also considered the best
course of action at this time.

INNER-CITY
In a highly competitive environment, the ability to offer innovative
and appealing benefits to customers becomes a key differentiator
to attract tenants. Our inner-city portfolio was well placed for the
lockdowns and WFH demand during the pandemic, with our
rollout of Wi-Fi in all the inner-city residential buildings completed
prior to, and during lockdown. Except for three small buildings, all
tenants have free, uncapped Wi-Fi, for their use and enjoyment.
In addition to a range of amenities, including braai areas,
playgrounds, indoor as well as outdoor gyms and additional
security through state-of-the-art CCTV cameras, Afhco introduced
a loyalty programme to retain good tenants and encourage
longevity. During lockdown, the loyalty programme was
supplemented further and was targeted at rent relief, by
reimbursing tenants 25% of their rent in every sixth month. As an
even greater incentive, and to drive payment behaviour, this is
being replaced in 2021 with a 5% early payment discount to upto-date tenants who pay their rent on time.
Our project to slowly upgrade residential units in older
buildings had to be put on hold last year as cash preservation
became necessary. The extent to which operations return to
normal will determine when this process will recommence.
Service delivery and crime remain a challenge and Afhco
continues to support the precincts it operates in, in terms of
cleaning and security, to supplement city council operations.
Load shedding and other unplanned electricity and waterrelated outages also continues to be an issue in the inner-city.
Electricity outages affect the water supply to high rise buildings
with water pumps required to pump water to tanks on the
roofs of buildings. Afhco has thus initiated a project to roll out
generators in all our residential buildings to power essential
services such as water pumps, so that hygiene can be maintained,
particularly during COVID-19.

SUBURBAN
Afhco’s suburban portfolio continued to grow during the year,
with the acquisition of apartments in Northgate Heights and The
Falls Lifestyle Estate, as well as the completion of the 252
Montrose development. This is in line with the company’s stated
objective of creating a truly diversified residential portfolio, with
less exposure to the inner-city of Johannesburg. Approximately
44%, by value of our residential portfolio, is now located in
suburban areas. Less rental relief and discounting have been
required in the suburban portfolio, which is seen as more robust
than the inner-city market during times of economic hardship.
Fibre infrastructure is far less established in the older properties
within our suburban portfolio, and Afhco has commenced a
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process to roll this out to the vast majority of this portfolio over
the next six months, with a similar offering of free, uncapped
internet to tenants. Afhco believes this may be a notable
differentiator, as not many competitors offer a similar benefit,
with limited or no free access being the order of the day.

STUDENT ACCOMMODATION
The student portfolio fared well in 2020 in comparison to the
residential and retail portfolios, with limited rental relief
provided, as most of the students are National Student
Financial Aid Scheme (“NSFAS”) and bursary funded. A digital
payment platform for NSFAS students was developed and
introduced in the second half of 2020 to assist with payments
for students who were mostly staying at home during the
pandemic. Accordingly, Afhco collected well in terms of this
portfolio. This also bodes well for 2021 collections, should the
need arise for students to return home due to a reoccurrence
in COVID-19 infections. Students demonstrated an
overwhelming desire to return to campuses and residences
during lockdown, particularly those students from rural areas
whose home environment is not conducive to studying.
The Johannesburg inner-city has seen many new student
accommodation providers enter the market recently, with more
student accommodation now available than in recent years.
There has also been a trend to convert existing residential
buildings to student accommodation, as property owners try to
escape a suppressed residential market. The supply of student
accommodation has increased markedly as a result. As
competition has increased, amenities have also become a strong
differentiator in the student portfolio, with study rooms, games
rooms and gyms becoming critically important to attract tenants.
In line with this trend, Afhco has commenced with a R2 million
upgrade to Nukerk.

OVERVIEW OF THE AFHCO RETAIL/COMMERCIAL
PROPERTY MARKET
Retail/commercial property comprises approximately 17% of
the Afhco Portfolio by GLA.
Retail tenants have experienced tremendous difficulty because
of the COVID-19 pandemic, with most retail not able to trade
for a period of two and a half months during the initial hard
lockdown. Afhco granted rental relief by writing off the full
rent for that period for all retail tenants, apart from those who
continued to trade.
Coupled with the inability to trade during the hard lockdown,
retail trade was severely impacted by the closure of land borders
during the year, with many retail tenants reliant on cross-border
trade for a large portion of their turnover. This was compounded
by the renewed closure of borders in late December 2020, during
the festive shopping season. The sudden, and somewhat earlier
than expected arrival of the second wave, thus negatively
impacted trading conditions further. Whilst borders were
reopened in mid-February, it is anticipated that retail trade in
the inner-city will be negatively impacted in the short-term at a
minimum. Encouragingly, retail tenants have not demonstrated
a desire to vacate leased premises and are soldiering on during

this very difficult period. The demand for commercial premises in
the ever-densifying inner-city remains robust. We are of the view
that supporting retail tenants during this difficult period with
further relief may be the best course of action. The opportunity
exists through re-tenanting, to change the tenant mix to be
more complementary of the residential portfolio.
Vacancy increased marginally due to vacant space previously
recognised under development, now forming part of lettable
space. Negotiations are currently underway on several areas,
which will reduce vacancies to acceptable levels in the short
term. Renewals and leasing activity has remained strong,
nonetheless. Retentions have been maintained at close to 90%,
with COVID-19 relief during the lockdown periods, a key
contributor towards maintaining retail tenant retention. Select
smaller size retail tenants were offered greater rental assistance
to ensure their sustainability, since trade, which is strongly
dependent on cross-border activity, has not yet recovered. This
culminated in a renewal reversion for Afhco retail of negative
10.7%. If the renewal of over-let smaller premises averaging
60m2 is omitted, then the remainder of renewals had a
reversion of 5.0%. While some degree of negative reversion on
the portfolio is inevitable in the current environment, there
remains a high degree of activity in that space.

ACQUISITIONS, DISPOSALS AND DEVELOPMENTS
Afhco has made good progress in executing its strategy of
improving the quality of its portfolio. Residential acquisitions,
totalling R385.7 million at a yield of 9.0%, were contracted in
the first half of the year, being investments in the remainder of
the Group’s acquisition pipeline and the restructuring of the
joint initiative with Calgro M3 Developments Limited. These
acquisitions have been settled by extinguishing all remaining
development partners’ indebtedness to the Group.
Afhco’s ownership in Northgate Heights has been strengthened
by the acquisition of a further 123 apartments in December
2020, to compliment the 99 apartments already held. The last
phase of apartments in the Jeppe Street Post Office development
was also completed at the end of July 2020, at a capital cost of
R11.3 million in 2020. The total investment in Jeppe Street Post
Office was R360.9 million, representing an anticipated initial
yield of 9.5%. Afhco has now executed on its entire acquisition
and development pipeline, having increased its portfolio by
some 565 apartments during the year.
Disposals to the value of R246.2 million were concluded during
the year, at an average exit yield of just over 8%, of which
R101.1 million have already transferred. These disposals are
aligned to our strategy of divesting from those properties that
are of poorer quality, or are underperforming.
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The disposals include:
TRANSFERRED
Description

Sales price
Rm

The Mall, Vanderbijlpark

14.5

City Main II, Johannesburg

12.6

129 Jeppe Street, Johannesburg

9.2

Northgate Heights, Randburg

3.3

Residential apartments

47.1

Total

86.7

CONTRACTED AND UNCONDITIONAL
Description

Sales price
Rm

Stanop House, New Doornfontein

14.5

Long Street Precinct, Jeppestown

45.0

Residential apartments

42.8

Total

102.3

CONTRACTED AND CONDITIONAL
Description
Residential apartments

GRAND TOTAL
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Sales price
Rm
57.2

246.2

Afhco anticipates a challenging year ahead, with trading
conditions anticipated to remain challenged in the short-term,
particularly in the inner-city. The full impact of the economic
fallout and job losses are probably still to unfold, with 2021
likely to be a year of rebuilding. The emphasis will be on
securing good tenant covenant, rather than a desire to simply
fill vacancies.
A clear opportunity lies in taking advantage of the low-interest
rate environment and FLISP subsidy for the first-time home
buyers’ market, to dispose of the poorer quality apartments to
an underserved market. Afhco have made good initial strides in
this regard.
We remain confident that the defensive nature of the residential
sector as an asset class, as well as Afhco’s proven track record and
managerial expertise, will return sustainable growth in the
future, despite the current challenging economic climate.

South Hills, Johannesburg

FLISP MARKET
CASE STUDY - FRIENDSHIP TOWN
The low interest rate environment has improved the affordability of, and demand for, low-income property ownership. Afhco has
identified approximately 700 units for potential disposal, 266 of which are located in Friendship Town, Tembisa. These units are
priced at an attractive price point, substantially less than the build cost achievable today, given that the units were acquired
historically, and at a bulk cost. Offers received within the first three months have exceeded 100 units, demonstrating the desire for
tenants to own property. This set of unique circumstances represents an opportunity for both Afhco and the purchaser. Afhco are
able to dispose of these units in excess of the current valuation and therefore at yields tighter than the capitalisation rate applied.
This demonstrates the conservative nature of our valuations, and the unique ability in the residential sector to dispose of
apartments on an individual basis to a large market. The purchaser is able to attain home ownership at an affordable monthly
instalment, owing to the favourable low interest rate environment and FLISP subsidy, available to first-time home buyers.

Northpark Mall,
Pretoria North

SOCIAL HOUSING
Social housing as a sub-sector of the residential sector is
severely underprovided for in the country, and the current
oversupply of traditional residential apartments in the
Johannesburg inner-city, represents a potential opportunity for
Afhco. An engagement with the Social Housing Regulatory
Authority (“SHRA”) in respect of obtaining accreditation for
the residential component of Northpark Mall has commenced.
This accreditation would allow Afhco access to capital grants
per apartment available under the social housing programme.
The grant is generally R271 867 per apartment, and would

require Afhco to in-effect subsidise rentals in accordance with
SHRA requirements. Afhco views this as a logical next step in
terms of expanding the segment it operates in.
The development is situated above Northpark Mall and will
comprise 256 studios, 1, 2 and 3 bedroom apartments, with 133
apartments being made available for social housing, at initial
yields of at least 9%, and the remaining 123 being sold to first
time FLISP home buyers. The development is ideally located
above a mall, which provides a variety of offerings for residents,
including banking, pharmaceutical, clothing, and more, as well
as being conveniently located close to public transport.
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REST OF
AFRICA PORTFOLIO

50%

Ndola

investment in JV
Net asset value

1

R877.3 million

Zambia

Lusaka

2020 AT A
GLANCE

Total portfolio value

R879.6m

3

Total GLA

properties

60 642m²

Weighted average
contractual
escalation - retail

Weighted average
contractual escalation
- commercial

2.8%

2

1.8%

Vacancies by
GLA

14.9%

% BY MSCI TYPE BY VALUE

 Small regional shopping centres 67.4%
 Commercial 19.7%
 Community shopping centres 12.9%

Acacia Office Park, Lusaka
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Rental reversions

(16.1%)

LEASE EXPIRIES: RETAIL

LEASE EXPIRIES: COMMERCIAL

100

30

100

Vacancy Monthly

2021

2022

 % of GLA   

2023

2024

30

0
Vacancy Monthly

Cumulative

14.0

0

2021

2022

 % of GLA   

2023

2024

0.0

20
20

8.6

%

40

40

5

+2025

50

0.0

0

60

60

0.0

2.8

10

70

80

5.6

22.1
14.7

0.0

20

12.5

40

20
15

17.3

%

60

Cumulative %

25

80

80

% of GLA

120
71.8

35
30.6

120

10
0

+2025

Cumulative

EAST PARK MALL
Rental escalation (USD)

Retention rate

Rental reversion (USD)

2.7%

100%

(16.3%)

Vacancy

Rental escalation (USD)

Retention rate

Rental reversion (USD)

5.6%

1.8%

100%

(20.0%)

Vacancy

Rental escalation (USD)

Retention rate

Rental reversion (USD)

19.4%

3.0%

100%

(15.6%)

Vacancy

16.4%
ACACIA OFFICE PARK

JACARANDA MALL

BUILDINGS BY VALUE
2020
Property value
R’000*

2020
GLA m2

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

593 152
173 324
113 076

33 488
12 564
14 590

Total

879 552

60 642

Property name

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

STRATEGY
To differentiate ourselves through a
lifestyle offering aimed at attracting more
foot count by introducing outside sports
and entertainment areas that complement
the current mall offering.
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KEY FEATURES - 2020
• Challenging economic environment, compounded by COVID-19 pandemic and sovereign debt
default
• East Park Mall continues to dominate the Lusaka retail sector buoyed by consumers’ aspirational
shopping proclivity

OVERVIEW OF THE ZAMBIAN MARKET
The Zambian economy experienced significant economic
pressure in 2020, culminating in a technical recession in
the second quarter of 2020, and a default on a USD24.5
million Eurobond coupon payment in November of 2020.
The challenges of the pandemic exacerbated the depressed
economic climate, with commensurate impact on arrears and
vacancies. The effect of COVID-19 has negatively compounded
spending at retail centres, and large discounts have been
applied by landlords to retain tenants. Nevertheless, retail
continues to perform reasonably, due largely to a previous
lack of modern “mall shopping” facilities. The latest available
figures, however, hint at a slow recovery subsequently, as
strong shipments and rallying prices of the country’s leading
export, copper, translated into a substantial increase in export
revenues and points to renewed growth in 2021, albeit
remaining subdued by historical standards.

PORTFOLIO PERFORMANCE
East Park Mall continues to be one of the most aspirational
malls in Lusaka and has effectively competed for their share of
diminished retail spending during the year. To retain tenants
amidst the pandemic, discounts have been required of landlords.
While 100% of tenants have been retained, this was at the
expense of negative rental reversions at -16.3% in US dollars.
Vacancies increased to 16.4%, mainly due to Edgars and Jet
Stores vacancy of approximately 3 400m2 arising from the
liquidation of Edcon in Zambia, and the Food Lovers Market
Franchisee which was also liquidated. The Food Lovers Market
space has been partially re-tenanted with a food emporium,
and leasing negotiations are in process for the Edgars and
Jet Stores space. A highlight recently has been the signing of
a long-term lease with Woolworths. To counter the effect of
increased vacancies, negative USD-linked renewal reversions
were concluded with tenants which included MTN Zambia,
MultiChoice, RwandAir, John Dory’s and Legit.
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The development of Phases 5 and 6 of the Mall was completed
during the year. In addition to a gym and an action sports
arena for soccer and basketball, a new food emporium also
serves to enhance the lifestyle offering. While SAC is not yet
directly participating in these two Phases, it indirectly benefits
from further improvement of the overall aesthetic of the mall,
which ultimately leads to the attraction of greater numbers
of customers. The equity participation in Phase 5 will be
considered in the coming year.
Acacia Office Park managed to contain vacancies to 5.6% with the
only expiring tenancy being in respect of a restaurant which was
renewed at a negative 20% USD linked rental reversion.
At the Jacaranda Mall in Ndola, vacancies increased from 11.7%
to 19.4%, with Jacaranda Royal Casino the primary contributor
to vacancy. All tenants were retained through COVID-19 relief
strategies, at negative renewal revisions, albeit that the latter
need to be viewed against US Dollar-based rentals.

LOOKING AHEAD
While economic activity is expected to remain weak, a
moderate recovery is anticipated in the next period, on the
back of growing exports. East Park Mall, as a dominant retail
mall offering in the capital city of Lusaka, can expect to benefit
from these improvements in the operating environment.
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GOVERNANCE AND COMPLIANCE

SAC’s approach to corporate governance supports the implementation of the principles and recommended practices of King IVTM and
the JSE Listings Requirements (JSELR). 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 all applicable laws.
The Board, with the support of its Committees, annually assesses SAC’s compliance with the King IV principles, and the Group
continually strives to attain best-in-class governance practices proportional to its structure and operations:

The Board's governance role and responsibilities

• Steers and sets strategic
direction for the Group
• Approves policy and planning
to give effect to the Group's
strategy
• Oversees and monitors
implementation and execution
by management

King IVTM Principles and Practices

Adoption and implementation
of the principles and application
of governance practices
throught the Group.

• Ensures accountability for
organisational performance

Governance Outcomes

Realising the benefits of good corporate
governance:
• Ethical culture
• Good performance
• Effective control
• Legitimacy

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 JSELR and in line with
King IV’s “apply and explain” approach, the Company discloses
the extent to which SAC applies the King IV principles.
The Group’s King IV disclosure register is available on the
website.

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 (“the codes”) 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 the codes’ principles in all their
business dealings and interactions with the Group’s stakeholder.
The codes reinforce the values of the Group. The values are
integrated into the Group’s performance management process
and shape the way it behaves and conducts business.
SAC 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.
The Group’s Code of Ethics and Code of Conduct are
available on the website.
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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 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.
The Group’s 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.
The Board is satisfied that the delegation of authority framework
contributes to role clarity and contributes to an effective
arrangement by which authority and responsibilities are exercised.
The Board reviews its charter annually and 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 Board Charter is available on the Group’s website.

CHAIRMAN OF THE BOARD
The Board remains constituted with a majority of independent nonexecutive directors, with Mr Moloto as Chairman of the Board and
Adv Mosetlhi as lead independent director. The roles and
responsibilities of the Chairman and Lead Independent Director are
set out in the Board Charter. The Board Charter further defines the
roles of the Chairman and CEO, specifically providing that these
roles are separate, so that no individual has unfettered powers of
decision-making. The Chairman is appointed on a biennial basis and

his tenure is regulated in terms of the Board Charter.

INDEPENDENCE OF THE DIRECTORS
The independence of the SAC 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
Nomination Committee in December 2020 against the King IV
indicators, on a substance-over-form basis; and
• The independence of Mr John Biesman-Simons who has served
on the Board for more than nine years, was subjected to
review against the relevant King IV indicators, on a substanceover-form basis. The Nomination Committee concluded that
Mr Biesman-Simons applied himself independently and
recommended that he remain a member of the Board for
another year. Mr Biesman-Simons has indicated that he is
available to serve the Board for one more year. Mr BiesmanSimons will step down from the Audit Committee but remain
a member of one or more other Board committees as
determined by the Board, in its normal course of determining
the composition of its committees, from time to time.

CONFLICTS OF INTEREST
Members of the Board are obliged to make full and timely
disclosures of their business and financial interests. Disclosure of
those interests that conflict, or might conflict, with those of the
Group are required. Actual and potential conflicts of interest are
appropriately managed. The directors confirm these disclosures
annually to the Company Secretary and the Board. General
declarations of conflicts of interest is a standard agenda item and
in addition, specific declarations are made at each meeting and
recorded in the minutes. Directors adhere to the conflicts of
interest policy as adopted by the Board and are required to
annually confirm that they have read and understood the
contents of the policy.

APPOINTMENTS AND ROTATION
The Nomination Committee is responsible for identifying suitable
candidates and recommending to the Board. Appointments to the
Board are considered by the Board as a whole. Procedures for
appointment to the Board are transparent, formal and include
background and reference checks. The appointment of new
directors is 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 composition of the Board and the various Board appointed
Committees are reviewed on an annual basis, or when required.
In determining the optimal composition of the Board and its
Committees, consideration is given to, amongst other criteria,
skills, knowledge, qualifications, diversity, experience and
balance of power.

DEVELOPMENT OF DIRECTORS
Newly appointed directors are apprised of the Group’s business
and their duties and responsibilities as directors through a
structured induction programme which includes induction
materials and sessions, site visits and meetings with management
to ensure their appreciation for and understanding of the
Group’s governance and business. To further develop and
maintain an effective Board, directors receive ongoing training
and are briefed on, among others matters, information relevant
to the business undertakings of the Group, sector-specific
matters, legal developments and changes in the risk and general
business environment, as well as their duties and responsibilities.

PERFORMANCE EVALUATIONS
The Board annually evaluates its effectiveness and that of its
Chairman, Committees, Committee Chairpersons, individual
directors and the Company Secretary and, in this regard, a
questionnaire-based evaluation was performed on the effectiveness
of the Board and its Committees during 2020. The outcomes of the
evaluations are considered by the Board with an emphasis on
improving the focus areas identified in these evaluations and the
development of plans and initiatives to address any areas of
improvement. The Board was satisfied with the current performance
of the newly established Board and will continue efforts to improve
its performance on an ongoing basis. Going forward performance
evaluations will be conducted, by an external party, at least every
two years, with an internal assessment every alternate year.

SUCCESSION PLANNING
The Board considers the current composition to be suited to the
business of the Group. The Nomination 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 Nomination Committee considers succession planning for
executive directors.

DIVERSITY
Having due regard for the benefits of diversity in the widest sense,
the Board has adopted policies and voluntary targets aimed at the
promotion of diversity and inclusiveness at Board level. To this
end, a voluntary target of at least 40% female representation on
the Board was agreed upon, and the target has been met with the
appointment of Ms S Mafoyane. The Board’s diversity policy and
targets are reviewed annually and adjusted as appropriate.
Of the total Board, 60% of directors are from previously
disadvantaged groups, with four of these directors being women.
SA Corporate Real Estate Limited
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The Board is satisfied that its composition reflects an appropriate
mix of skills, knowledge, qualifications, diversity, experience
and independence.

COMMITTEE CHANGES

TRANSFORMATION

• Mr ES Seedat retired on 30 June 2020;

The Group’s commitment to ensuring that economic benefits
and opportunities are spread equitably across South Africa is
reflected in its adoption of the Property Sector Charter – the
framework on which B-BBEE is implemented within the
property industry. The amended Property Sector Code commits
the Group to the implementation of transformation within the
property sector underpinned by aspirations for transformed
property relations in South Africa to promote a vibrant and
growing property sector that reflects the South African nation.

• Mr A van Heerden was appointed as the Chairman to the Risk
and Compliance Committee and as a member of the
Nomination Committee on 1 July 2020;

For the year under review, the Group attained Level Four
Contributor status.

The following changes were made to the Committees in
compliance with the King IV recommendations:

• Adv OR Mosetlhi was appointed as a member of the Risk and
Compliance Committee as well as the Nomination Committee
on 1 July 2020 and 25 January 2021 respectively;
• Ms N Ford-Hoon was appointed as a member of the Audit
Committee on 30 June 2020; and
• Ms EM Hendricks was appointed a member of the Risk and
Compliance Committee on 1 July 2020.

The Directors’ trades in SAC shares for the reporting period are detailed in the following table:
Director

Holding

Type of holding

824 413 Direct beneficial
81 166 Direct beneficial

AM Basson

RJ BiesmanSimons
MA Moloto

Total

Number of
units traded

Price
traded

Comments

112
25
542
814
2 642
51
55
87
153
100
100

260
759
153
479
673
517
518
470
327
000
000

Direct beneficial
Direct beneficial
Indirect beneficial
Indirect beneficial
Indirect beneficial
Indirect beneficial
Indirect beneficial
Indirect beneficial
Indirect beneficial
Indirect beneficial
Direct beneficial

23
2 087
168
1 541
8 108

546
018
598
253
297

Direct beneficial
Direct beneficial
Direct beneficial
Indirect beneficial
Indirect beneficial

18-03-2020
19-03-2020
29-06-2020
30-06-2020

22-04-2020
24-04-2020

66
14
112
25

666
500
260
759

1.50
1.38
1.30
1.30

50 000
50 000

#

2017 FSP
2017 CIPs
2018 FSP
2019 FSP
2020 FSP
2017 CIPs
2018 CIPs
2019 CIPs
2020 CIPs
Held via Associate*

1.12
1.03

29-06-2020
16-03-2020
17-03-2020
18-03-2020
16-09-2020
17-09-2020
18-09-2020
21-09-2020
05-10-2020
06-10-2020

168 598

1.30

1 200 000
2 570 830
429 170
503 000
263 000
1 090 517
551 780
1 000 000
500 000

1.52
1.49
1.54
1.23
1.28
1.25
1.22
1.27
1.27

2017 FSP
Held via Associate*

Held via Associate*

2018 FSP
2019 FSP
2020 FSP

No trading

#

Purchase of shares

&

Refer to the Remuneration Report on pages 108 to 110 for more information.
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$
$
&
&
&
&
&
$

$

1.0% of total issued shares (2514732095)
The shares held by Directors are unencumbered and are not subject to any guarantees, nor pledged as security.

86

#

$

1

$

#

#

944 248 Indirect beneficial
1 418 549 Indirect beneficial
5 753 311 Indirect beneficial
25 635 555

Abbreviations:
*
“Associate” as defined per the JSELR

Nature of
Transaction
$

TR Mackey

1

Date of trade

Vesting shares

#
$

#

&
&
&

DIRECTORS’ DEALING IN SECURITIES, HOLDINGS
AND TRADES
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 SAC 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.

INFORMATION AND TECHNOLOGY GOVERNANCE
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
reports to the Risk and Compliance Committee of the Board.
Personal Communications Technology (PC Tech) is the Group’s
IT support and infrastructure service provider. SAC 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 MRI Property Central 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 cloudbased ensuring the availability of data and mitigation of the
effect of unplanned downtime.
Refer to page 94 of the Risk Management and Key Risk Factors for
more information on the Group’s Business Continuity Plan (“BCP”).
With the impending effective date of the application of Protection
of Personal Information (“PoPI”) Act, we have done extensive
work to support our readiness on legislative requirements. In
preparation, we have performed a gap analysis to identify and
address areas of improvement to ensure compliance, we have
attended to Group-wide staff training and the drafting of policies
and procedures, and we are finalising the implementation of PoPI
compliant information management processes. We have also
identified our Information Officer and Deputy Information Officers
and we are in the process of formalising their appointments.

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 further guides 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.
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.
The contract with Solid Core Statutory Services, represented
by Ms T Kodde, was not renewed and the Board appointed
Adv J Grove as the new in-house Group Company Secretary with
effect from 1 February 2021.

COMMITTEES AND DELEGATION
The Board delegates certain responsibilities to structured and
appropriately mandated Board Committees without abdicating
its own accountability. Delegation to such Committees is
formalised in Board-approved terms of reference for each
Committee and the Board appoints the members for each
Committee for the skills required to effectively provide strategic
direction to the Group, as well as for monitoring and overseeing
the activities of the Group to contribute to the effective
discharge of the Board’s duties and responsibilities to grow and
protect stakeholder value.
The composition and mandate of each Committee are annually
reviewed, and each Committee undergoes an annual evaluation
of performance.
During the period under review, the Committees were:
• Audit Committee
• Risk and Compliance Committee
• Nomination Committee
• Remuneration Committee
• Investment Committee
• Social, Ethics and Environmental Committee
The Board may appoint additional Committees from time to
time to deal with specific matters that fall outside the scope of
the existing Committees.
The Board was satisfied that its Committees fulfilled their
respective mandates in compliance with each of their terms of
reference, as approved by the Board.
The Board has adopted an approvals framework for the
delegation of authority to the CEO and management. The
framework is reviewed annually for accuracy and relevance and
sets out the decisions in respect of which the Board has
reserved the decision-making authority.
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BOARD AND COMMITTEE MEETINGS
BOARD
Total Number of Meetings:
16
MA Moloto
OR Mosetlhi
AM Basson
RJ Biesman-Simons
N Ford-Hoon (Fok)
EM Hendricks
GJ Heron
TR Mackey
S Mafoyane*
ES Seedat^
A van Heerden

Attendance:
98%

Attendance
Scheduled Board Meetings

Attendance
Special Board Meetings
4/4
4/4
4/4
4/4
4/4
4/4
4/4
4/4
–
2/2
4/4

12/12
12/12
11/11
9/12
12/12
12/12
12/12
11/11
–
9/9
12/12

*Appointed 11 February 2021 ^Retired 30 June 2020
Committees
Number of
Committees
Served

A

I

N

R

Audit

Investment

Nomination

Remuneration
X

MA Moloto

3

X

C

OR Mosetlhi

4

X

X

AM Basson

1

RJ Biesman-Simons

3

C

N Ford-Hoon (Fok)

3

X

EM Hendricks

3

GJ Heron

2

TR Mackey

2

S Mafoyane*

RC
Risk
Compliance

SEE
Social, Ethics and
Environmental

X

X
X

X

X
C

X

X

X

C

C

X

X

X

X

X

ES Seedat#

C

A van Heerden

3

X

X

C

C – Chairman #Retired 30 June 2020 *Appointed 1 June 2021, subject to AGM approval

Number of Meetings
and Attendance

Members

Chairman

Audit Committee
RJ BiesmanSimons^
N Ford-Hoon
(Fok)##
A van Heerden
N Ford-Hoon (Fok)#
ES Seedat*
S Mafoyane##
GJ Heron##

6

100%

* Retired 30 June 2020
#
Appointed 30 June 2020
##
Effective 1 June 2021,
subject to AGM approval
^ Retires 1 June 2021
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Social, Ethics and
Environmental
Committee
EM Hendricks

Risk and Compliance Investment
Committee
Committee

Nomination
Committee

Remuneration
Committee

A van Heerden^
ES Seedat*

GJ Heron

MA Moloto

N Ford-Hoon
(Fok)#
OR Mosetlhi##

N Ford-Hoon (Fok)
EM Hendricks
OR Mosetlhi
TR Mackey

RJ Biesman-Simons
TR Mackey
MA Moloto
OR Mosetlhi
N Ford-Hoon
(Fok)##

EM Hendricks
A van Heerden
OR Mosetlhi^
ES Seedat*

RJ Biesman-Simons AM Basson
GJ Heron
OR Mosetlhi
MA Moloto

6

100%

8

100%

3

100%

3

##

^ Appointed 1 July 2020
* Retired 30 June 2020
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##

Effective 1 June 2021

^ Appointed 25 January 2021
* Retired 30 June 2020
#

100%

Effective 1 June 2021,
subject to change in
Chairmanship of Audit
Committee
Retires 1 June 2021

3

100%

Audit Committee
The Committee has
an independent role
with accountability
to both the Board
and shareholders. Its
responsibilities cover
the following:

-

Mandate

-

-

-

-

Investment
Committee
- The Committee
recommends
an appropriate
investment strategy
and guidelines to
the Board

- Approves and/or
- Oversees the
recommends to the
integration of risk
Board investment
management into
decisions within
Adequacy and
the strategy and
predetermined
effectiveness of the business planning
mandates
internal controls in
processes and daythe Group;
to-day operations - Evaluates whether
the targeted yields
of the Group
Financial reporting;
were achieved by
- Monitors
means of postOversight of
compliance with all acquisition and
integrated
relevant statutory
-redevelopment
reporting, risk
and regulatory
reviews one
management
requirements
year after the
and combined
investment
assurance;
- Reviews of property
Performed the tasks
valuations, the
outlined in the
annual budget and
Audit Committee
capital expenditure
report on page 9,
budgets
as detailed in the
consolidated AFS;
- Considers all risks
within its areas of
Competence of
responsibility and
the Chief Financial
mandate
Officer and the
finance function;
- Reviews Broll’s
and
performance
against KPIs
Other statutory and
and actual
delegated duties
and forecasted
performance
against MSCI
benchmarks

- Internal audit and
external audit;
-

Risk and
Compliance
Committee
- The Committee
ensures that SAC
has implemented
an effective risk
management
framework and
processes

Social, Ethics and
Environmental
Committee
The Committee’s
- The Committee
- The Committee
statutory duties
assists in
monitors the
ensuring that
implementation of include:
the composition
the remuneration
- Considering
of the Board
policy to ensure
and taking
and Committees
that it is fair
accountability for
in terms of
and aligned to
the Company’s
structure, size,
best practice,
impact on the
skills, experience
promotes the
and diversity are
strategic objectives, marketplace, the
workplace, the
regularly reviewed,
encourages
social environment
maintained at
individual
and the natural
a level deemed
performance
environment
appropriate and
and supports the
meet sound
Group’s long- Assisting the Board
corporate
term strategy
in governing ethics
governance
and stakeholder
practices
interests.
- Safeguarding the
reputation of the
- Identifies suitable - Considers the
Groups for the
candidates to fulfil
business and
vacancies
personal scorecards benefit of all its
stakeholders
of the executives
- Considers
and oversees and
- Addressing
succession planning advises on the
matters affecting
for directors and
remuneration of
transformation
key management
non-executive
impacting the
directors
business
Nominations
Committee

Remuneration
Committee

- Ensures the
- Considering the
Company
appropriateness of
is properly
all disclosures
capacitated with
the rights skills and
competencies
- Ensures that
the incentive
schemes achieve
their purpose
and are aligned
to shareholder
objectives
- Recommends NED
remuneration to
the Board
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Audit Committee
- Considered and
applied the JSE’s
feedback on proactive monitoring
of financial
statements

Risk and
Compliance
Committee
- Annual insurance
renewal
-

2020 Highlights

- New accounting
standards adopted
in the current year - Focus was placed
on ensuring that
the covenant
thresholds were in
place
- Review and
consideration
of the property
valuations
- Recommended
appointment of
PwC to the Board
and ultimately to
the shareholders

-

-

Link to material
matters

- Approval of
refinancing of debt

90

Macro-economic
conditions

Investment
Committee

Nominations
Committee

- Review and
- Consider
implementation of
candidates for
investment strategy nomination on
Review of the risk
the Board and
management policy - Evaluation of
recommending
and plan, as well
investment
new members to
as the risk appetite opportunities
be appointed
and tolerance levels
- Approval and
- Assess the
Review of the
recommendation
independence of
effectiveness of
of property
Directors classified
the systems and
developments,
as independent
processes of risk
acquisitions and
management
other investments - Approve Director
and compliance
changes to the
- Review and
with laws and
subsidiary boards
consideration of
regulations
property valuations - Consider succession
Review of the
planning
- Review portfolio
risk log and
performance,
management’s
forecasts and
responses
budgets
Emphasis was
- Reviewing the
placed on the
tolerance levels and property manager’s
performance
risk appetite
against its KPIs
The impact of
COVID-19 on the - Considering tenant
concentration risk
group as a whole

Macro-economic
conditions

Value extraction
within our portfolio

Macro-economic
conditions
Value extraction
within our portfolio
Sustainable
development
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Transformation

Social, Ethics and
Environmental
Committee
- KPI’s for executives - Energy optimisation
plan and savings
- Strengthen the
management team - Carbon emissions
Remuneration
Committee

- Interact with
employees

- Compliance with
environmental,
competition,
- Pro-active
health, safety,
engagements with
advertising
major shareholders and consumer
on the company
protection laws and
remuneration policy regulations
- Created new
positions in the
Company

- Education, training
and development
of employees

- Reviewed executive - Employment equity
employment
plan
contracts
- Impact of the
- Succession
amended Property
planning and talent Sector Code on the
assessments
Company’s B-BBEE
score
- The provision of a
low-interest loan to
CityKidz School
- Allocate unclaimed
dividends of over
three years

Transformation
Retention of scarce
skills and talent

- Impact of COVID-19
Macro-economic
conditions
Transformation
Sustainable
development

RISK MANAGEMENT AND KEY RISK FACTORS

Through the Board’s approved Enterprise Risk Management (“ERM”) process, management identifies key risks facing the Group
and ensures that the necessary internal controls are implemented and maintained. The main purpose of our ERM is to adequately
position the Group to understand and respond to the potential risks that could materially impact the execution of its strategic
objectives and operations and to ensure timely response to appropriate opportunities.
The Board determines the Group’s risk appetite and tolerance levels and considers and approves the Group’s risk management
policy and plan. To this end, the Board of SAC assumes overall responsibility for the management of risk within the Group. The
Board approved risk management policy determines measures to reduce the risks the Group is exposed to as much as is reasonable
and commercially practical, and to mitigate, transfer and insure against risks that cannot be avoided.
The Board’s Risk and Compliance Committee (“RAC”) assists the Board in carrying out this function with input from the respective
Board Committees.
The RAC’s composition and mandate are discussed in greater detail on pages 88 and 89 of this report.

OUR ENTERPRISE RISK MANAGEMENT (ERM) PROCESS
The Group’s ERM processes are in place to ensure risks are identified, analysed, evaluated, treated and monitored on a consistent basis.
To this end, the ERM process aims to align strategy, funding, process, people, technology and business intelligence in order to
evaluate and manage business opportunities, uncertainties and threats in a structured, disciplined manner, ensuring that risk and
funding implications are considered when making strategic and operational decisions.
ERM Objectives

Seize business
opportunities

Ensure distribution
growth

Protect against
unforseen losses

Identitfy
opportunity

Manage
uncertainty

Mitigate
adversity

Enhanced value creation

MANAGING THE GROUP’S RISK APPETITE THRESHOLDS AND RISK TOLERANCE LIMITS
SAC operates on a conservative to receptive risk appetite and the risk tolerance levels are assessed and set on an annual basis, with
appropriate opportunity for interim reviews and adjustments as may be necessary. Management, the Committees and the Board
carefully consider the risks taken in the pursuit of opportunities.

Chief Risk Officer

Risk and
Compliance
Committee

Management

Board

Board Committees
Audit Committee
Nomination Committee
Remuneration Committee
Investment Committee
Social, Ethics and
Environmental
Committee
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RISK TOLERANCE AND RISK APPETITE

GROUP TOP RISKS

The Group has adopted conservative to receptive risk appetite
levels and risk tolerance limits which are assessed and approved
on an annual basis, with appropriate opportunity for interim
reviews and adjustments as may be necessary. The risk appetite
level for each Top Risk is assessed and classified using the
following indicators: Avoid, Averse, Conservative, Receptive or
Unlimited. The risk appetite levels and risk tolerance limits
reflect an appropriate balance between risk and opportunity,
with specific consideration to guide investment policy and
maximise shareholder value.

The Group’s Top Risk register was reviewed in detail at a risk
workshop held in November 2020. In addition, emerging risks
and the extent to which identified risks were becoming more
pervasive, were considered.

Risk tolerance limits are set to provide early warning as to
when exposures are close to exceeding risk appetite, and
where tolerance was (or could be) exceeded appropriate steps
are taken to ensure acceptable outcomes in the preservation of
the Group’s strategy.

The Board, with the assistance of the RAC, has identified the
Group’s Top 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 risk appetite levels and risk tolerance limits on
an ongoing basis.
The Group’s Top Risks are assessed on the basis of materiality
which considers both quantitative and qualitative likelihood
and impact criteria, thereby ensuring a complete assessment
across multiple factors.
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Investment Risks

Top
Risk

Risk Description

Key Response and Control Highlights

Non-sustainable distributable
income growth (in comparison
to the listed property sector)

- Regular reporting through governance structures on Board approved Group
strategy, including investment strategy execution;
- Proactive capital management initiatives, ongoing refinement of portfolios to
ensure defensive income, and structured divestment programme;
- Appropriately mandated Investment Committee with oversight of investment
strategy, transactions, developments and post-acquisition and development
reviews;
- Portfolio performance reviews benchmarking.

Increased vacancies, negative
reversions and arrears

- Regular reporting on, and monitoring of, tenant performance
- Effective arrears and collections management processes in place
- Stringent tenant vetting and approval processes;
- Focused tenant and client identification and retention strategy;
- Ongoing redevelopment and maintenance initiatives;

Property Market Risks

- Agreed and monitored property management agreement service level
agreements subject to assessment and reporting;

Capital and Interest
Risks

MATERIAL MATTERS
Macro-economic conditions | Value extraction within our portfolio | Transformation |
Sustainable development

The Group’ Top Risks have been identified as follows:

- Divestment from properties not aligned to the Group’s long term strategy.
Dependency on electricity,
water and activities from
Eskom and local authorities and
associated rising cost

- Effective consumption measuring and reporting in support of improved expense
management and benchmarking.
- Leases structured for expense recovery.
- Implement and expand on consumption saving strategies and initiatives, and
plans for reducing dependency on local authorities.
- Monitoring municipal valuations and lodge objections as necessary.

Availability of capital and
liquidity

SA Corporate Real Estate Limited
Integrated Annual Report 2020

- Maintaining adequate cash reserves
- Manage gearing and LTV ratios to approved risk appetite levels and risk tolerance
limits
- Approved framework for diversified equity and debt funding
- Divestment programme to settle debt, improve loan covenants, and
renegotiation of lender covenants as appropriate
- Maintaining effective relationships and communication channels with investors and
lenders

Risk Description

Key Response and Control Highlights

Inadequate human capital

- Appropriately mandated Remuneration Committee to monitor and provide oversight
of remuneration policy and practices;

Complinace Risk

Financial
Reporting Risks

Information
Technology Risks

People Risks

- Benchmarking and monitoring in support of talent acquisition and retention;

Global/Macro-environment Risks

MATERIAL MATTERS
Macro-economic conditions | Value extraction within our portfolio | Transformation | Sustainable development

Top
Risk

- Short- and long-terms incentive schemes linked to Group and individual
performance;
- Structured training and development opportunities;
- Executive and senior management succession planning.
Inadequate ICT systems and
poor connectivity

- Appropriately mandated IT steering committee to monitor and oversee ICT systems,
performance and enhancement initiatives;
- Adoption of ICT policies and procedures to ensure security and integrity of systems
and data;
- Development and implementation of a disaster recovery plan as part of overall BCP;
- Performance monitoring of external IT service providers.

Inaccurate forecasting.
Ineffective financial controls,
systems, policies and procedures
can lead to fraud, losses, incorrect
reporting and reputational
damage. - control failures.

- Establishment and enhancement of policies, procedures and systems ensuring
adequate management information to accurately support decision making and
financial reporting based on accurate and complete data;

Compliance risk with key
legislative and regulatory
requirements.

- Appropriately mandated Board Committees (Risk and Compliance-, Social Ethics
and Environmental- and Audit Committee) monitor and oversee compliance with
applicable legislative and regulatory requirements within their mandate;

- Monitoring and oversight of reporting practices by Audit Committee;
- Further development and enhancements to existing Internal- and External assurance
on reporting.

- Established internal resources and procedures for compliance monitoring and
reporting;
- Effective communication channels with JSE Sponsor, legal counsel and assurance
advisors;
- Combined assurance framework including internal and external auditor assurance.
COVID-19 virus pandemic
challenges

- Capital preservation;
- Development and implementation of a BCP;
- Business interruption insurance;
- Proactive engagement with lenders to ensure compliance with lender covenants;
- Access all government special relief grants where possible;
- Focus on defensive activities relating to tenant retention, preservation of rental
income and divestment from non-performing assets;
- Staff and visitor safety through WFH initiatives, and other COVID-19 protocols such
as heightened cleaning of key touch points in the workplace, residential buildings,
malls and offices. Staff, tenant and visitor education and awareness campaigns.

MONITORING EMERGING RISKS
The Group recognises effective identification and monitoring of,
and response to, emerging risks as a critical component to the
Group’s value creation and value preservation efforts. Emerging
risks are particularly important in the Group’s strategic planning
process and through effective processes, the Group can identify
potential shifts in critical assumptions and develop or modify
strategies to mitigate negative outcomes and capitalise on
appropriate opportunities that these risks present.
In support of the Group’s ongoing development of effective risk
management, the Group’s ERM in respect of emerging risks will
be proportionally aligned to a new standard providing guidance
on the management of emerging risks. The primary objective of
this alignment would be to enhance the Group’s resilience to
deal with new and emerging macro-environmental challenges in
support of a robust ERM process.

COMPLIANCE WITH LAWS, REGULATIONS, RULES
AND STANDARDS
SAC is in compliance with the provisions of the Companies Act
71 of 2008, as amended, specifically relating to its incorporation
and that it is operating in conformity with its MOI.
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. SAC
was not party to any legal action for uncompetitive behaviour,
and no requests were received or denied for information in
terms of the Promotion of Access to Information Act. SAC has a
complaints resolution procedure, which is available on its
website and at its registered office.
The risk of non-compliance with statutory and regulatory
requirements forms part of the identified risks and is assessed and
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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 2020, 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.

ASSURANCES AND INTERNAL CONTROLS
Excluding the Afhco and Storage portfolios, the property management is outsourced to Broll, who have addressed a representation
letter to the Committee in which they state, inter alia, “that the system of internal control in Broll is designed to provide
reasonable assurance 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 adequate and effective.” Broll has confirmed that
there were no significant breaches or breakdowns in procedure and systems in 2020. Furthermore, the Group has embarked on a
journey with Broll to facilitate an ISAE3402 process and procedural compliance.
The Group has outsourced its internal audit to BDO who conduct the internal audit on a three-year rotational plan. During the
current year, the Audit Committee approved the audit plan for the next three-year cycle. For the year under review, BDO has
reviewed the internal controls over the property management processes undertaken by Broll and Afhco, and concluded that the
controls were adequate and effective.
The Audit Committee also confirmed that nothing has come to its attention to indicate a material breakdown in the functioning of
the financial reporting controls, procedures or systems during the year ended 31 December 2020. The Group has a plan for the further
development of its combined assurance model, which includes the introduction of annual external assurance of internal financial
controls in the 2021 financial year.

COMBINED ASSURANCE
The Audit Committee has the overall responsibility to ensure the Group’s combined
assurance model is effective. It is based on three levels of defence and assurance for all
key risks identified as indicated in the adjacent diagram.
The Audit Committee noted that, in making their declaration as to the adequacy and
effectiveness of internal financial controls required in terms of JSE Listings Requirement
3.84(k,) the CEO and CFO have advised that, given the recent introduction of the
aforementioned listings requirement and the current maturity of the Group’s combined
assurance model (CAM), they were not able to rely on the assurance of an external
process and undertook a control self-assessment whereby internal assurance providers
for each area of financial control were identified and required to attest to the internal
financial controls being adequate and effective throughout the financial year.
To this end, the CEO and CFO have identified areas where improvements to internal
financial controls were necessary and the remedial actions that were being taken in this
regard. The Group has a plan for the development of its CAM which includes the
introduction of annual external assurance of internal financial controls in the 2021
financial year.

Audit Committee
Three Lines of Defence in
effective ERM and Control
Management
based assurance

Oversight from the Board
and Committees

Independent assurance by
third parties

Refer to the Audit Committee’s report on page 9 of the AFS for further particulars regarding internal controls.

BUSINESS CONTINUITY PLAN
The Group engaged an external service provider to develop and assist with the implementation of a fit-for-purpose BCP for the
Group. The design phase of the BCP was concluded during 2020. Thereafter the implementation phase, which comprised walkthrough testing, validation training and awareness, commenced and the plan was presented to, and approved, by the Risk and
Compliance Committee in April 2021. Periodic simulation exercises will be undertaken to ensure ongoing refinement and
enhancement of the BCP.
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The Remuneration Committee (“the Committee”) has pleasure in submitting its report for the year ended
31 December 2020.

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 wellgoverned with clear targets and benchmarks.

scarcity of skills in the South African economy which often needs
to be borne in mind when deliberating total remuneration and
retention of employees. Transformation, as well as equal
opportunities remain key considerations in all employment and
advancement decisions.
More information is available in the CEO’s review on page 40.

THE REMUNERATION COMMITTEE
The Remuneration Committee assists the Board in setting the
Company’s remuneration policy and the directors’ remuneration.
The Committee consists of four independent non-executive
directors.

INTERNAL AND EXTERNAL FACTORS THAT
INFLUENCE REMUNERATION
The South African economy continues to be characterised by
muted growth, constrained household consumption, high levels of
unemployment and interruptions in key services. During 2020,
these challenges were strongly exacerbated by the COVID-19
pandemic and its impact on the economy as well as on each of our
portfolio sectors, creating a challenging environment in which to
achieve the performance objectives set for our staff and executives.
These developments have also been taken into account in setting
the objectives for 2021. Despite high unemployment, there is a

Details of the members and attendance are set out on page 88.

TERMS OF REFERENCE
The Committee operates according to formal terms of reference
and within the ambit of the Company’s remuneration policy,
that is 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 2020.
Further details are provided in the Governance and Compliance
section of this report on page 84.

2020 areas of focus

2021 areas of focus

• Ensured alignment between executive remuneration and shareholders’
returns.

• Ensure alignment between executive
remuneration and shareholders’ returns.

• Ensured competitive remuneration.

• Formulation and initiation of development
plans to facilitate succession.

• Conducted a governance roadshow to engage stakeholders on our
remuneration policies and philosophy.
• Implemented succession planning for executives.
• Strengthened the executive and retail leasing teams.
• Initiated a talent assessment and succession management programme.
• Implementation of employee wellbeing programme.
• Reviewed HR policies for both SAC and Afhco and will ensure that all HR
policies are reviewed on a rotational basis of at least every three years.
• Assessment of business and executive management performance for 2019.
• Setting of 2021 business and executive management performance
measures.
• Resolved that no Short Term Incentives (“STIs”) would be paid in respect
of 2019.
• Approved the percentage vesting of the Long Term Incentives (‘’LTIs’’)
issued in 2017.
• Approved the issuance of the 2020 LTIs that will vest in 2023.
• Introduction of Malus and Clawback provisions for variable pay.
• Introduction of minimum shareholding requirements for executive
management.
• Withdrawal of Co-Investment Share Plan (‘’CIPs’’), except for those in
respect of an existing participant.
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• Further capacitating the finance team.
• Introduction of sign-on bonus provisions in
the remuneration policy.
• Assessment of business and executive
management performance for 2020.
• Setting of 2022 business and executive
management performance measures.
• Approval of the 2020 STIs
• Approval of the issuance of the 2021 LTIs that
will vest in 2024.

OUTCOME OF THE MOST RECENT SHAREHOLDERS’ VOTE ON THE REMUNERATION POLICY AND ITS
IMPLEMENTATION
SAC’s remuneration practices were supported by shareholders by means of a non-binding advisory vote at
the last AGM held on 30 June 2020 on the following basis:
• Endorsement of the remuneration policy
90.2%
• Endorsement of the implementation report
57.7%

Shareholders were largely supportive of the SAC’s remuneration policy at the previous AGM. Concerns were however evident in
respect of the implementation of the remuneration policy. The nature of these concerns was identified and explored in engagements
with shareholders during the past year. The key themes that were raised during these meetings, together with our responses, are
summarised in the table below:
KEY THEMES

SA CORPORATE’s RESPONSE

Business scorecards should include targets for the next
financial year

Business scorecards have been adapted to include the measures
and relative weightings on which the performance of the
Company will be evaluated in the next financial year, to
bridge the gap between the historical performance scorecard
and the forward-looking policy implementation.

Provide key metrics for the award of STIs

Metrics have been included on page 100 of this report

Disclose vesting criteria and actual targets 3 years
forward for LTIs

Criteria have been included on page 101

Provide more detail on events that may trigger Malus
and Clawback clauses

A summarised list of conditions has been extracted from the
remuneration policy and published in this report.
A comprehensive list is available on our website at
www.sacorporatefund.co.za

Disclose Executive remuneration Key Performance
Indicators (‘’KPIs’’) and weightings
Define the Peer Group against which SAC benchmarks its
remuneration levels

Additional information is disclosed on pages 105 to 110
A definition of the Peer Group has been included in The
Glossary on page 117

REMUNERATION POLICY REVIEW

SIGN-ON BONUSES

The remuneration policy referred to hereunder is in respect of
SAC 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.

SAC’s inclusion of provisions related to the awarding of sign-on
bonuses is defined in the Company’s remuneration policy. The
policy covers when sign-on bonuses should be awarded, as well
as the conditions associated with the award of such bonuses.
Sign-on bonuses were awarded to two of the senior management
recruits amounting to R550 000 in total.

The Committee has, in conjunction with independent remuneration
consultants, 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:

Refer to the remuneration policy on our website at www.
sacorporatefund.co.za
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2020 was a challenging year, compounded by the effects of COVID-19. The Remuneration Committee has applied its discretion to
ensure alignment between shareholder objectives and that of the Company as follows:
•
•
•
•

No STI’s were paid in 2020 in respect of the 2019 year, even though the incentive thresholds were achieved.
No increases in non-executive directors fees were recommended to the shareholders for the 2020/2021 year.
Issued LTI awards in line with the rules of the plan.
Implemented an employee wellbeing programme and WFH arrangements.

IN CONCLUSION
The Company has taken significant steps to address shareholder concerns. The Company’s remuneration policy and implementation
report will again be presented to shareholders at the next AGM for a non-binding advisory vote. Should 25% or more of
shareholders vote against one or both of the non-binding resolutions, SAC undertakes to engage with any dissenting shareholder(s)
to ascertain their concerns. Details of these engagements and steps taken to address reasonable concerns will be disclosed in the
next Remuneration Report.
The Remuneration Committee is satisfied that the objectives of the remuneration policy were achieved in the current year. We will
nevertheless continue to review and streamline our policy and practices to ensure fair and competitive remuneration that allows
SAC to attract and retain the right calibre of human capital to achieve our objectives.

INPUTS

OUTPUTS
Attract

Remuneration
SAC’s strategic intent
and objectives

Incentives
Conducive work
environment
Nimble entrepreneurial
culture
Employee wellbeing
programme

Employ

Staff retention and
succession

Develop

Skilled and engaged
employees

Incentivise
Retain

Talent assessments

Staff wellbeing and
satisfaction
Superior business
performance

OVERVIEW
REMUNERATION POLICY AND PHILOSOPHY
The remuneration policy outlines steps to achieve SAC’s remuneration objectives.
The remuneration policy is available at www.sacorporatefund.co.za/index.php/about-us/corporategovernance#moi-charterspolicies-and-checklists.

REMUNERATION CONSIDERATIONS
There is a commitment to transparent and easy to understand policies that emphasise superior individual and team performance,
and drive sustainable long-term growth in distributions, that are 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.
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.
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• The elements of remuneration forming the pay mix should take into consideration risk tolerance and should not encourage
behaviour that is contrary to the business’ risk appetite. The on-target pay mix for the CEO, CFO and COO are as follows:

PAY MIX
27%

53%

 Total guaranteed pay
 Short term incentives
 Long term incentives

CEO
on-target
pay mix

37%

45%

CFO
on-target
pay mix

41%

39%

COO
on-target
pay mix

20%

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

18%

20%

appropriate, the risk-based monitoring of bonus pools and longterm 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.
• Remuneration is also benchmarked by independent
remuneration consultants every three years. This was
completed in 2020 with the next review due in 2023.
Fair and responsible remuneration
All aspects of remuneration are defined and implemented with
a view to realise the principle of fair and responsible remuneration
across the company. Employees are graded according to skills,
experience and seniority and appropriate remuneration is
determined and benchmarked against market-related criteria.
The Remuneration Committee continuously assesses internal pay
levels to ensure alignment with the principle of equal pay for
equal work, as well as the reasonableness of differentiated
remuneration by pay grade. Any unjustifiable remuneration
disparities are addressed.
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COMPONENTS OF REMUNERATION
The Company follows a Total Cost to Company approach to structure remuneration for all employees. 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 2014.
Elements of
remuneration

Purpose

Description

Fixed

Total
guaranteed pay
(“TGP”)

Ensures that employees
are compensated at
market-related values
that form the basis of
the 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

STIs

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

All staff are eligible to receive annual STIs paid in cash, which are based
on the achievement of predetermined KPIs.
Business performance scorecard components:
• Financial measures 75%
• Non-financial measures 25%
• In order to qualify for STIs the business must achieve a minimum
score of 50% and in addition each participant must also achieve a
minimum score of 50%

The formula used to determine the STI is depicted below:
Annual
TGP

Target
incentive
% per role

Business Performance

Personal Performance
Total STI

Performance

Score

Multiplier

Performance

Score

Multiplier

Stretch

5/5

150%

Stretch

5/5

150%

On Target

3/5

100%

On Target

3/5

100%

Threshold

2.5/5

50%

Threshold

2.5/5

50%

CEO - 75%
Rx

CFO - 50%
COO - 50%

1

1

Annual TGP
x
Target Incentive %
x
Business
Multiplier %
x
Personal
Multiplier %
=
Total STI

Elements of
remuneration

Purpose

Description

Variable

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

SAC’s LTIs are provided in the form of a Forfeitable Share Plan (FSP).
Under the FSP, participants will annually receive an award of shares
that are subject to forfeiture and disposal restrictions until the vesting
date.

LTIs

An overview of the FSP is provided below.

Business Multiplier % x Personal Multiplier % capped at a maximum of 200%
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LONG-TERM INCENTIVE PLAN
FORFEITABLE SHARE 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 SAC’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 between 100% and 125% of TGP and 75% of TGP for
the CFO and COO.

Performance
measures for
the vesting of
shares

• The Performance Conditions for the vesting of FSP were amended in 2020.
• The results of the conditions for vesting of the FSPs awarded in 2017, which vested on 14 June 2020, are
discussed on page 107 of the implementation report
• For the FSPs awarded in 2020, the vesting conditions comprise:
Performance levels
Key
Performance
Measure

Measure

Weight

Threshold
30% vesting

Financial
(90%
weighting)

Absolute Total
Return (TR) 1

30%

Risk free Rate
plus 3%

Relative Total
Return
FTSE/JSE SA REIT
Index 3
(Percentile)

30%

40th percentile
(FSPs awarded
in 2021 will be
at the 50th
percentile)

Relative Total
Shareholder
Return
(TSR) 2 FTSE/JSE
SA REIT Index 3
(Percentile)

30%

Average Personal
Score over 3-year
vesting period

10%

Nonfinancial
(10%
weighting)
Total
1
2
3
4

Vesting date

Target
60% vesting

Risk free
Rate 4 plus
5%

18 June 2023

60th percentile

75th
percentile

18 June 2023

40th percentile
(FSPs awarded
in 2021 will be
at the 50th
percentile)

60th percentile

75th
percentile

18 June 2023

3

3.5

4

18 June 2023

4

Risk free Rate
plus 4%

Stretch
100%
vesting
4

100%

TR = ((closing tangible net asset value per share (TNAVPS) – opening TNAVPS) + DPS for the period)/opening TNAVPS.
TSR = ((Closing 90-day VWAP – opening 90-day VWAP) + DPS for the period)/Opening 90-day VWAP.
The FTSE/JSE SA REIT Index will be adjusted to exclude property entities with a majority of foreign holdings and investments.
The risk-free rate is = annual average 10-year bond yield.

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 0.5% of the number of issued shares.
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CO-INVESTMENT PLAN (CIPs)
Participants

Executives and selected senior management

Purpose and
operation

Matched shares were awarded to the CEO and CFO. 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.
The final one third of Mr TR 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 the CFO, 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.

A full version of the rules of the FSPs and CIPs is available in the remuneration policy on the Group’s website.

EXECUTIVE REMUNERATION SCENARIOS

MALUS

Based on the formulas and caps of the respective elements of
remuneration, the potential pay mix of executive directors and
prescribed officers under threshold, on-target and stretch
conditions, are depicted on page 107.

On or before the vesting date of a variable remuneration award, the
Committee may reduce the quantum of an award in whole or in part
after an actual risk event occurs, in the judgement of the Committee.

EXECUTIVE EMPLOYMENT CONTRACTS
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 applicable on termination.

Trigger events
The Committee may exercise its discretion to determine that an
award is subject to reduction or forfeiture (in whole or in part)
as a result of events such as:
• Financial statements having been materially restated;
• A material downturn in financial performance;

MINIMUM SHAREHOLDING REQUIREMENTS
(“MSR“) BY EXECUTIVES
SAC 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 that are appropriate for each senior executive.
The senior executives 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
at least 50% of post-tax vested FSP awards.

TARGETED MINIMUM SHAREHOLDINGS
CEO – 200% of TGP
COO - 150% of TGP

CFO – 150% of TGP

• Inaccurate or misleading information used/misrepresentation;
• Reputational harm caused/misconduct/material error;
• A material failure of risk management/negligence, incompetence
or poor performance.

CLAWBACK
The Committee may apply clawback and take steps to recover all, or
part of awards that have vested in a participant as a consequence
of a trigger event which, in the judgement of the Committee, arose
during the clawback period. The clawback period will run for three
years from the vesting date of the awards.
Trigger events
The Committee will consider applying Clawback in the following
limited circumstances:
• Misstatement resulting in an adjustment to the Company or
group’s audited accounts;

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.

• Events that have led to the censure by a regulatory authority
or caused reputational damage;

MALUS AND CLAWBACK

• Award was based on erroneous, inaccurate or misleading
information.

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

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.
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• Gross misconduct;

More information on the Company’s Malus and Clawback
policy is available in the remuneration policy.

The most relevant comparator group to benchmark against, is
the SA Listed Property Index (“SAPY“). Companies with material
foreign holdings/income are excluded from the comparator
group. Within the remaining index, companies are sized
according to EBITDA, total assets, turnover and market
capitalisation. From this, a group of companies are selected
that are similar in size to SAC. For the current cycle of three
years, SAC utilised 21st Century’s benchmarking report, which
included 33 property companies.

REMUNERATION COMPARATOR GROUP
SELECTION PROCESS
COMPANIES
LISTED ON THE JSE
SA PROPERTY
INDEX
COMPANIES WITHOUT
FOREIGN HOLDINGS/INCOME

COMPARATOR GROUP
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total assets, turnover and market capitlisation

Remuneration is benchmarked by independent remuneration
consultants every three years. A benchmarking exercise was
conducted in 2020. The next benchmarking exercise will be
conducted during 2023.

Based on companies with similar size, EBITDA,

EXECUTIVE REMUNERATION BENCHMARKS
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IMPLEMENTATION REPORT
REMUNERATION PAID
Total compensation paid to employees*

Total compensation paid
Total employees

2020
R’000

2019
R’000

49 914
199

47 744
187

2020
R’000

2019
R’000

* Excluding executive directors

Short-term incentives paid to employees

Total bonuses paid
Annual bonus per employee

–
–

#
#

6 252
41

# While incentive thresholds were met, to ensure that the management’s interests were aligned with those of the shareholders,
the Board elected not to pay STIs during a period significantly impacted by the COVID-19 pandemic.
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DIRECTORS’ REMUNERATION
EXECUTIVE DIRECTORS
PERSONAL PERFORMANCE SCORECARD
CEO
KPI

Weighting

Target

2020 Performance

Financial 60%
SAC total return against Peer Group 1

15%

Median in Peer Group

67th percentile

Comparison to approved budget (cps)

11%

Budgeted distribution

> 2% lower than budget

Growth in NAV (cps)

4%

Median in Peer Group

38th percentile

NPI relative to budget

4%

Equal to budget

> 2% lower than budget

Capital recycled

4%

R500 million recycled

R375.2 million recycled

Quantum of accretion achieved on
acquisitions and developments

4%

No dilution

1% accretion

Gearing vs optimal LTV

1%

Equal to 37%

38.6%

Hedging
level compared to policy

1%

70%

73.1%

Hedging tenor

1%

Equal to 3 years @ best
pricing

3 years @ best pricing

Quantum of debt refinanced at best
pricing and tenor

3%

R500m and USD 27m debt
maturing refinanced at
market related rates

R500m and USD 27m debt maturing
refinanced at market related rates

Vacancies by GLA - SAC Traditional
Portfolio

5%

Equal to Peer Group

> 25% lower than Peer Group

Vacancies by units & GLA - Afhco
Portfolio (annual average unit vacancy
for the year)

2%

Vacancy % equal to
previous year

83% higher than previous year

Against arrears as a % of 12 months
Income (SAC Traditional Portfolio)

4%

Arrears % equal to previous
year

41% higher than previous year

Against arrears as a % of 12 months
Income (Afhco Portfolio)

1%

Arrears % equal to previous
year

116% higher than previous year

Additional distribution from growth
strategy

9%

1% additional distribution
growth from growth
strategy

Growth strategy implemented with
forecast distribution growth in future
years

SAC B-BBEE Level

4%

Level 5

Projected level 4

Roll-out & implement the energy saving
project plan

2%

10% targeted savings
achieved

22% savings achieved

Non Financial 15%

Leadership, Organisation Structure and Head Office Location 25%
Leadership and soft skills development
(5 point scale)

5%

360 degree feedback score
=3
(5 point scale)
Leadership coach report

360 degree feedback score = 4.1 (5
point scale)
No appointment of leadership coach

Appropriate organisation structure and
1st and 2nd level succession plans in place

12%

all in place by 30 June 2020

Asset Managers, COO and Head of
Corporate Finance appointed by
30 June 2020

Head Office Location

8%

Decision by board 31 July
2020

Decision by the Board accepted on the
28 February 2020

Total

100%

Peer Group as defined per the Glossary of terms on page 117.
As a result of the outcome of the scorecard, the overall personal multiplier for STI awards for 2020 was 54%.
1
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DIRECTORS’ REMUNERATION
PERSONAL PERFORMANCE SCORECARD
CFO
KPI

Weighting

Target

2020 Performance

1

7.5%

Median in Peer Group

67th percentile

Comparison to approved Budget (cps)

7.5%

Budgeted distribution

> 2% lower than budget

NPI relative to budget

5%

Equal to budget

> 2% lower than budget

Capital recycled

2.0%

R500 million recycled

R375.2 million recycled

Quantum of accretion achieved on
acquisitions and developments

5.0%

No dilution

1% accretion

Budgeting, forecasting, financial
modelling and capital structure plan

7.0%

Capital requirements met
efficiently and market
guidance within 2% accuracy

Capital allocation was limited to essential
and income generating requirements.
No guidance was submitted due to the
uncertainty brought about by the effects
of the COVID-19 pandemic.

Gearing vs optimal LTV

8.0%

Equal to 37%

38,6%

Hedging
level compared to policy

5.0%

70%

73.1%

Hedging tenor

5.0%

Equal to 3 years @ best
pricing

3 years @ best pricing

Quantum of debt refinanced at best
pricing and tenor

5.0%

R500m and USD 27m debt
maturing refinanced at
market related rates

R500m and USD 27m debt maturing
refinanced at market related rates

SAC B-BBEE Level

3.0%

Level 5

Projected level 4

Roll-out & implement the energy saving
project plan

2.0%

10% targeted savings
achieved

22% savings achieved

Business continuity processes and plans

2.0%

Plan implemented by April
2020

Plan documented by 14 December 2020
and implemented and submitted to the
risk committee for approval April 2021

Implementation of automated
forecasting tool

2.0%

Forecasting tool
implemented by Q4 2020

Forecasting tool deferred to 2021 via
RFP for the complete reporting suite

Formulating a growth strategy

4.0%

1% additional distribution
Growth strategy implemented with
growth from growth strategy forecast distribution growth in future years

Audit, accounting and tax compliance
review

5.0%

Insignificant audit findings
and risk mitigation in place

Insignificant audit findings and risk
mitigation in place

Supervise half year and final results, AFS
and IAR (Manco and Fund) - external
reporting

5.0%

On time and correct

Interim reporting on time, year end
timeline extended

Supervise half year and final results and
annual report (Manco and Fund) internal reporting

3.0%

On time and correct

Interim reporting on time, year end
timeline extended

Ability and readiness of new acquisitions

2.5%

Structure understood and
consolidated

The Falls acquisition successfully
integrated

Monitor debt covenant compliance

2.0%

100% compliance

100% compliance

Compliance of statutory investments and
legislative requirements

2.5%

Substantially compliant

100% compliant

360 degree feedback average score
(0 to 5)

10.0%

360 degree feedback score = 360 degree feedback score = 3.5 (5
3 (5 point scale)
point scale)

Total

100%

Financial 57%
SAC total return against Peer Group

Strategic 13%

Financial Management and Reporting 20%

People and Culture 10%

Peer Group as defined per the Glossary of terms on page 117.
As a result of the outcome of the scorecard, the overall personal multiplier for STI awards for 2020 was 54%.
1
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EXECUTIVE MANAGEMENT REMUNERATION
ACTUAL REMUNERATION RELATIVE TO TARGETS

CFO 2020 REMUNERATION SCENARIOS (R)

CEO 2020 REMUNERATION SCENARIOS (R)

6 000 000

10 000 000

5 000 000

8 000 000

4 000 000
6 000 000
4 000 000
4 000 000

2 000 000

2 000 000

1 000 000
0

0
Actual

Below
threshold

Threshold

Target

Stretch

Actual

 TGP   OTHER   STI   LTI(FSP)

Below
threshold

Threshold

Target

Stretch

 TGP   OTHER   STI   LTI(FSP)   LTI(CIPs)

Long-term incentive 2020 awards
% of annual TGP allocation per
participant 1

Number of shares for target
performance

CEO

125%

3 451 987

5 753 311

CFO

75%

1 585 604

2 642 673

COO

30%

2

TOTAL
1
2

Number of shares for stretch
performance

599 247

998 745

5 636 838

9 394 729

allocated using the 30 day VWAP share price on the grant date
appointed 21 September 2020, hence the allocation was at a reduced percentage and pro rata from period of appointment.

Long-term incentive vesting performance measures – FSP awarded in 2017 and vested in 2020
Growth in
distribution
(%)

Share price growth
relative to the
SAPY Index

Personal modifier
(%)
3-yr average

Weighting

Weighting

Weighting

LTI
Vesting %

LTI
vested
(Rands)

CEO

50%

30%

20%

24%

219 262

CFO

50%

30%

20%

28%

145 994

–

–

–

–

COO

2

TOTAL

–
365 256
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EXECUTIVE DIRECTORS’ COMPENSATION RATIO
Executive directors’ compensation ratio

2020

2019

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

10.5

10.8

SHARE-BASED PAYMENTS
The table below depicts the movements in share-based payments 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

6 894 411

220 264

Granted during the year

14 966 197

153 327

Forfeited during the year

Movements in shares during the year
2020
Balance at beginning of the year

(2 076 855)

-

Vested during the year

(349 331)

(25 759)

Balance at end of year

19 434 422

347 832

VALUATION OF OUTSTANDING GRANTED SHARES AT 31 DECEMBER 2020
Shares

Valuation price
per share
R

Fair value
R’000

Year-end
valuation based
on time elapsed*
R’000

Valuation in shares 2020 Plan
FSP
CIPs

19 434 422

1.47

347 832

2.86

19 782 254

Shares

Valuation price
per share
R

28 610

6 722

995

555

29 605

7 277

Fair value
R’000

Year-end
valuation based
on time elapsed*
R’000

Valuation in shares 2019 Plan
FSP

6 894 411

3.89

26 827

7 772

CIPs

220 264

4.29

945

440

27 772

8 212

7 114 675
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OUTSTANDING SHARE GRANTS AS AT 31 DECEMBER 2020
CIPs 11: 51 109 shares @ R1.27 per share
Tranche 1*

Tranche 2*

Tranche 3*

Co-Investment
SharePlan

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

Tranche 2*

Tranche 3*

CIPs 9: 18 506 shares @ 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
SharePlan

FSP 7: 14 432 814 shares at R1.13 per share
FSP 6: 3 090 644 shares at R2.97 per share
FSP 5: 1 910 644 shares at R4.54 per share

0

June 2017

June 2018

June 2019

June 2020

June 2021

June 2022

June 2023

June 2024

June 2025

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

EXECUTIVE DIRECTORS’ SHARE GRANTS
TR MACKEY

FORFEITABLE SHARES

CO-INVESTMENT SHARES

5 753 311

9 000 000

-168 598

8 000 000

800 000

8 116 108

700 000

-541 322
Number of shares

Number of shares

7 000 000
6 000 000
5 000 000
4 000 000
3 000 000

3 072 717

2 000 000

600 000

ALL SHARES VESTED

500 000
400 000
300 000
200 000
100 000

1 000 000

0

0
Opening
balance

New shares Vested shares

Forfeited
shares

Closing
balance

Opening balance

New shares

Vested shares

Closing balance

AM BASSON

FORFEITABLE SHARES
2 642 673

4 500 000

400 000
-112 260

4 000 000

3 999 305

3 000 000
2 500 000
2 000 000

1 764 242

1 500 000
1 000 000

153 327

350 000

-295 350
Number of shares

3 500 000
Number of shares

CO-INVESTMENT SHARES
347 832
-25 759

250 000
200 000

220 264

150 000
100 000
50 000

500 000
0

0
Opening
balance

New shares Vested shares

Forfeited
shares

Closing
balance

Opening
balance

New shares

Vested shares

Closing balance
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BUSINESS SCORECARD FOR THE 2020 YEAR
The business scorecards setting out the targeted KPIs and the Group’s performance against these targets are set out below:
KPI

Weighting

Actual
performance

Threshold

Target

Maximum

SAC total return against Peer
Group 1
Comparison to approved
(cps)
NPI relative to budget

17.5%

67th percentile

Capital recycled

5.0%

Quantum of accretion
achieved on acquisitions and
developments
Gearing vs optimal LTV

5.0%

> 2% lower than
budget
> 2% lower than
budget
R375.2 million
recycled
1% accretion

Median in Peer
Group
Budgeted
distribution
Equal to budget

75th percentile = 5

17.5%

25th percentile
starts at 1.0
2% lower than
budget
<= 2% below
budget
R250 million
recycled
1% dilutive

R500 million
recycled
No dilution

2% higher than
Budget
>= 2% above
budget
>= R1 billion
recycled
>= 1% accretion

2.0%

38.6%

Greater than 37%

Equal to 37%

Less than 37%

Hedging
level compared to policy
Hedging tenor

2.0%

73.1%

70%

2.0%

3 years @ best
pricing

below 70% and
above 60%
greater than or
equal to 2 years

Quantum of debt refinanced
at best pricing and tenor

6.0%

R500m and USD
27m debt maturing
refinanced at
market related
rates

Vacancies by GLA - SAC
Traditional Portfolio
Vacancies by units & GLA - Afhco
Portfolio (annual average unit
vacancy for the year)
Against arrears as a % of 12
months Income (SAC
Traditional Portfolio)
Against arrears as a % of 12
months Income (Afhco
Portfolio)
Non-financial measures 25%

6.0%

Financial measures 75%

5.0%

R500m and USD
27m debt maturing
refinanced at
market related
rates

> 25% lower than
Peer Group
>10% higher than
previous year

R500m and USD
27m debt maturing
refinanced at
increased rates
relative to the
market
25% higher than
Peer Group
10% higher than
previous year

>70% @ best
pricing
greater than 3
years @ best
pricing
R500m debt
maturing and USD
27m refinanced at
improved rates
relative to market

Equal to Peer
Group
Vacancy % equal
to previous year

25% lower than
Peer Group
10% lower than
previous year

4.0%

>25% higher than
previous year

25% higher than
previous year

Arrears % equal to
previous year

25% lower than
previous year

1.0%

>25% higher than
previous year

25% higher than
previous year

Arrears % equal to
previous year

10% lower than
previous year

Business continuity processes
and plans

2.5%

Implementation of automated
forecasting tool

2.5%

Additional distribution from
growth strategy

4.0%

SAC B-BBEE Level

10.0%

Plan documented
Plan implemented Plan implemented Plan implemented
by 14 December
May 2020
by April 2020
by March 2020
2020 and
implemented and
submitted to the
Risk Committee for
approval April 2021
Forecasting tool
Plan partially
Plan implemented Plan implemented
deferred to 2021 via
implemented
by Q4 2020
by Q3 2020
RFP for the complete
reporting suite
Growth strategy
Growth strategy
1% additional
2% additional
implemented with implemented with distribution growth distribution growth
forecast
forecast
from growth
from growth
distribution growth distribution growth
strategy
strategy
in future years
in future years
Projected level 4
level 6
Level 5
Level 4

Roll-out & implement the
energy saving project plan
approved by SEEC
Audit and compliance review

2.0%

22% savings
achieved

Savings 10% less
than target

4.0%

Insignificant audit
findings and risk
mitigation in place

No material audit
qualification

Total

2.0%

Equal to 3 years @
best pricing

10% targeted
savings achieved

Savings 10%
greater than target

Insignificant audit No significant audit
findings and risk
findings and risk
mitigation in place mitigation in place

100.0%

Peer Group as defined per the Glossary of terms on page 117.
As a result of the outcome of the scorecard, the overall business multiplier for STI awards for 2020 was 50%.
1

110

SA Corporate Real Estate Limited
Integrated Annual Report 2020

BUSINESS SCORECARD FOR THE 2021 YEAR
KPI

Weighting

Threshold

Target

Maximum

SAC total return against Peer
Group 1

17.5%

Median in Peer Group

63rd percentile

75th percentile = 5

Comparison to approved
budget (cps)

17.5%

2% lower than budget

Budgeted distribution

2% higher than Budget

NPI relative to budget

4.0%

<= 2% below budget

Equal to budget

>= 2% above budget

Divestments

5.0%

R250 million cash flow by
Dec 2021

As per budget and cash
flow by Dec 2021

R250 million or more in
addition to budgeted
cash flow by Dec 2021

Quantum of accretion achieved
on acquisitions and
developments

5.0%

1% dilutive

No dilution

>= 1% accretion

Gearing vs optimal LTV (Net
Debt LTV excl guarantees and
MTM )

4.0%

Greater than 37% and all
bank LTV covenants met

Equal to 37%

Less than 37%

Hedging
level compared to policy

3.0%

below 70% and above
60%

70%

>70% @ best pricing

Net interest cover

3.0%

2 times cover and all
bank ICR covenants met

3 times cover

> 3 times cover

Hedging tenor

3.0%

greater than or equal to 2
years

Equal to 3 years @ best
pricing

greater than 3 years @
best pricing

Vacancy by GLA - SAC
Traditional Portfolio

6.0%

Equal to Peer Group

12.5% lower than Peer
Group

25% lower than Peer
Group

Vacancy by units & GLA - Afhco
Portfolio (annual average unit
vacancy for the year)

2.0%

Vacancy % equal to
previous year

12.5% lower than
previous year

25% lower than previous
year

Against arrears as a % of 12
months Income (SAC
Traditional Portfolio)

4.0%

Arrears % equal to
previous year

12.5% lower than
previous year

25% lower than previous
year

Against arrears as a % of 12
months Income (Afhco Portfolio)

1.0%

Arrears % equal to
previous year

12.5% lower than
previous year

25% lower than previous
year

Business continuity processes
and plans

2.5%

Plan implemented May
2021

Plan implemented and
successfully tested by
April 2021

Plan implemented and
successfully tested by
March 2021

Implementation of automated
reporting system

2.5%

Plan partially implemented

Plan implemented by Q3
2021

Plan implemented by Q2
2021

Additional distribution from
growth strategy

4.0%

Strategy implementation
which will achieve
budgeted distribution
growth in future years

1% additional distribution
growth from strategy
implementation

2% additional
distribution growth from
strategy implementation

SAC B-BBEE Level

10.0%

N/A

Projected level 4

Level 3

Roll-out & implement the
energy saving project plan
approved by SEEC

2.0%

Savings 10% less than
target

Audit and compliance review

4.0%

No material audit
qualification

Financial measures 75%

Non Financial measures 25%

Total
1

Targeted savings achieved Savings 10% greater than
target
Insignificant audit
findings and risk
mitigation in place

No material audit findings
issued and risk mitigation
in place

100.0%

Peer Group as defined per the Glossary of terms on page 117.
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NON-EXECUTIVE DIRECTORS’ FEES
Non-executive directors’ fees comprise a combination of an annual retainer fee, 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 unscheduled meetings, directors are paid at a rate of R3 000 per hour, which payment is capped at one-third
of their respective annual fees.

2020
R ‘000

2019
R ‘000

Non-executive Directors:
RJ Biesman-Simons
A Chowan

281

–

178

U Fikelepi

–

235

N Ford-Hoon (Fok)

713

330

EM Hendricks

522

639

GJ Heron

563

313

2

–

389

MA Moloto

842

881

OR Mosetlhi

556

281

ES Seedat

493

729

738

315

5 285

5 378

2

1

A van Heerden
Total
2

807

–

J Molobela

1

858

GP Dingaan 2

2

Retired on 30 June 2020
Retired/resigned/deceased during 2019

NON-EXECUTIVE DIRECTORS’ PROPOSED FEES FOR 2021
The non-executive directors’ fees proposed for 2021 represent a 0% (zero percent) increase compared to the non-executive
directors’ fees approved at the AGM held in 2020 and the AGM held in 2019.
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SHAREHOLDER
INFORMATION
Analysis of ordinary shareholders

116

Share price performance

117

East Point,
Boksburg

SHAREHOLDER INFORMATION

ANALYSIS OF ORDINARY SHAREHOLDERS
as at 31 December 2020

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

1 551
1 406
1 669
511
234

28.88%
26.18%
31.07%
9.51%
4.36%

Total

5 371

Number
of shares
325
994
833
922
021

0.02%
0.26%
2.34%
6.73%
90.65%

100.00%

2 514 732 095

100.00%

Number of
shareholdings

% of total
shareholdings

Number
of shares

% of issued
capital

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

47
48
248
40
58
4
3
18
7
21
5
107
6
3
3 995
265
9
1
23
461
2

0.88%
0.89%
4.62%
0.74%
1.08%
0.07%
0.06%
0.34%
0.13%
0.39%
0.09%
1.99%
0.11%
0.06%
74.38%
4.93%
0.17%
0.02%
0.43%
8.58%
0.04%

Total shareholders

5 371

Non-public shareholders
Directors and Associates of the Company
Direct holding
Indirect holding
Share Schemes
SA Corporate Real Estate Fund Managers
Holders holding more than 10%
Government Employees Pension Fund
Total non-public shareholders
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6
58
169
2 279

104
6
1 197
159
18
18
2
2
4
24
466
23
14
4
69
292
20
20
17
46

398
609
782
368
572

% of issued
capital

432
818
841
343
269
333
461
040
062
503
635
994
286
398
613
053
797
599
271
855
117

172
110
968
709
272
969
803
143
612
704
962
622
252
529
947
646
530
869
679
541
056

4.15%
0.27%
47.63%
6.34%
0.73%
0.73%
0.10%
0.08%
0.16%
0.97%
18.56%
0.95%
0.57%
0.18%
2.77%
11.61%
0.83%
0.82%
0.69%
1.86%
0.00%

100.00%

2 514 732 095

100.00%

Number of
shareholdings

% of total
shareholdings

Number
of shares

% of issued
capital

4
2

0.07%
0.04%

3 422 760
9 749 550

0.14%
0.39%

1

0.02%

20 599 869

0.82%

1

0.02%

402 982 856

16.02%

8

0.15%

436 755 035

17.37%

Number
of shares
Fund Managers with a holding greater than 3% of the issued shares
Public Investment Corporation
Prudential Investment Managers
Allan Gray
Catalyst Fund Managers
Old Mutual Investment Group
Ninety One
Vanguard Investment Management
Total
Beneficial shareholders with a holding greater than 3% of the issued shares
Government Employees Pension Fund
Old Mutual Group
Allan Gray
Prudential
Sanlam Group
Ninety One
Eskom Pension & Provident Fund
Vanguard
Total

449
382
267
215
184
162
96

112
204
642
577
566
414
776

17.88%
15.21%
10.64%
8.56%
7.36%
6.47%
3.82%

1 758 461 291

69.93%

420
301
199
170
133
110
103
96

526
444
620
158
994
611
105

% of issued
capital

092
259
622
603
382
109
298
105

706
349
000
994
355
509
259
776

16.71%
11.98%
7.94%
6.78%
5.30%
4.38%
4.11%
3.82%

1 534 473 948

61.02%

SHARE PRICE PERFORMANCE

Opening Price 04 January 2020

R3.06

Closing Price 31 December 2020

R1.73

Closing High for period

R3.17

Closing low for period

R0.76

Number of shares in issue

2 514 732 095

Volume traded during period

1 434 231 984

Ratio of volume traded to shares issued (%)
Rand value traded during the period

57.0%
R2 076 120 323

Price/earnings ratio as at 31 December 2020 (times)

–

Earnings yield as at 31 December 2020 (%)

-34.3%

Dividend yield as at 31 December 2020 (%)

10.4%

Market capitalisation at 31 December 2020

R4 350 486 524
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GLOSSARY

Afhco/Afhco Group

Afhco Holdings Proprietary Limited and its subsidiaries acquired by SAC 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 the 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, SAC’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 income of the Group as distributed to shareholders. The Company does not pay any
taxes 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.

IFRS

International Financial Reporting Standards.

116

SA Corporate Real Estate Limited
Integrated Annual Report 2020

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.

JV

Joint venture in 50% of three Zambian property companies and 80% of the property company holding
The Falls Lifestyle Estate.

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 NAV 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 expense attributable to investment properties.

Peer Group

The Peer Group comprises the following REITs:
FFA:SJ, IPF:SJ, EMI:SJ, FFB:SJ, VKE:SJ, AHA:SJ, AHB:SJ, DIA:SJ, DIB:SJ and OCT:SJ

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 113 to 118 of the AFS. 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.

SEEC

Social, Ethics and Environmental Committee.
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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.

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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ADMINISTRATION

SA Corporate Real Estate Limited
Incorporated in the Republic of South Africa
Registration number: 2015/015578/06
Share code: SAC
ISIN code: ZAE000203238
Approved as a REIT by the JSE

REGISTERED OFFICE
South Wing, First Floor
Block A, The Forum
North Bank Lane
Century City 7441
Postnet Suite 1051
Private Bag X2
Century City 7446
Tel: +27 21 529 8410
Fax: +27 21 529 8450
E-mail: info@sacorp.co.za
Website: www.sacorporatefund.co.za

AFHCO HOLDINGS PROPRIETARY LIMITED
Afhco Corner
1st Floor
64 Siemert Road
New Doornfontein 2094
Tel: +27 11 224 2400
E-mail: info@Afhco.co.za
Website: www.Afhco.co.za

PROPERTY MANAGER
Broll Property Group Proprietary Limited
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

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

AUDITORS
PricewaterhouseCoopers Inc (2020/2021)
4 Lisbon Lane, Waterfall City
Jukskei View, 2090
Private Bag X36
Sunninghill, 2157
Tel: +27 (0) 11 797 4000
Fax: +27 (0) 11 797 5800
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