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introduction

This 2013 SA Corporate Real Estate Fund (“SA Corporate” or “the Fund”) Integrated Annual Report covers the 
financial period between 1 January 2013 and 31 December 2013. The report, along with the full annual financial 
statements provides a complete and comprehensive view of SA Corporate’s financial, social and environmental 
performance over the past financial year. The report also contains information on the Fund’s property investments, split 
sectorally and geographically across South Africa.

scope and boundary
The role of integrated reporting is recognised as being 
fundamental in demonstrating the Fund’s ability to 
account for its commitment to creating and sustaining 
value across all sustainable components – ultimately, for 
the benefit of its stakeholders. 

This is important because, as a diversified real estate 
investment Fund and collective investment scheme in 
property, the integrated reporting scope for SA Corporate 
differs substantially from that of traditional businesses 
and organisations.

The report is aligned with best practice and  
principles of King III, the Global Reporting Initiative 
framework, International Financial Reporting Standards 
methodology and the Companies Act, No. 71 of 2008. 

Furthermore, this report is the result of a thorough, 
ongoing process throughout the financial timeframe, 
with continuous assessment and analysis of stakeholder 
feedback and input from all of the Fund’s sub-committees, 
Managing Director, Financial Director and Company 
Secretary as overseen and managed by the Board. Thus, 
the scope and content of the report represents careful 
alignment of identified stakeholder priorities and social 
and environmental needs with the core objectives of  
SA Corporate’s strategic pillars.

Material issues
SA Corporate’s material initiatives are closely aligned 
with its strategic direction, its integrated sustainability 
commitments and the identified requirements of all its 
stakeholders. 

As these inform and shape SA Corporate’s strategic 
direction, they are identified and endorsed by the 
Fund’s management team via ongoing input from all 
of the Fund’s stakeholders, dedicated Fund employees, 
investors, unitholders and management team, as well as 
analysts, regulators and the media. SA Corporate’s key 
financial and non-financial priorities as covered in this 
report have been determined as follows:

Governance
 � Good governance, effective risk management, legal 

and regulatory compliance and ethics

 � Ongoing alignment to unitholder interests

 � Transparency of operations, investments and 
financial dealings

 � Identification and prevention of any conflicts  
of interest

 � Appropriate executive remuneration and incentives

Economic 
 � Continuous improvement in quality of investments 

 � Enhancement of returns for stakeholders

 � Management of liquidity and interest rate risk

 � Effective use of debt

 � Performance management through financial and 
economic conditions 

 � Responsible operational and Fund management and 
investment practices

Social
 � Positive contribution to socioeconomic development 

within the parameters set by the Fund’s Trust Deed

 � Positive contribution to economic empowerment in 
South Africa

 � Enterprise development through preferential 
procurement

Environmental
 � Reduced resource consumption, including energy 

and water

 � Reduced impact of operations on carbon emissions 
and climate change

 � Positive indirect and direct environmental 
sustainability impact

For more details pertaining to the content of this specific report, as well as SA Corporate’s full annual financial 
statements for the 2013 financial year, please visit www.sacorporatefund.co.za.

Celtis Ridge Shopping 
Centre, Centurion
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about sa corporate real estate fund
With its point of origin in 1995 as Ukhozi Property Fund, today SA Corporate is one of the oldest established property 
Funds in the market as it continues its fine tradition of diverse investment across industrial, retail and commercial 
property primarily in the major metropolitan centres of South Africa. With a portfolio comprising 134 properties 
covering a total of 1.2 million square metres of lettable space, SA Corporate’s portfolio is independently valued at 
R8.87 billion. The Fund is listed on the JSE Limited (“JSE”) under Real Estate Investment Trusts (“REIT”), and is 
regulated by the Financial Services Board. 

A short history of SA Corporate 

Ukhozi Property Fund established as a PUT. 
Management company, established and owned  
by Marriott.

Property assets: R68 million

1995

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

Property assets: R1.2 billion

1998

Fund name changed to Martprop Property Fund. 
Unit Trust Control Act replaced by the  

Collective Investment Schemes Control Act, 
which permits gearing.

Property assets: R1.2 billion

2002

Properties acquired directly by the Fund for the  
first time.

Property assets: R1.4 billion

2004

Focus on increasing the weighting to the  
retail sector.

Property assets: R2.0 billion

2005

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

Estate Fund.

Property assets: R3.1 billion

2006

The Fund acquires SA Retail Properties Limited and 
portfolios of Sharemax and Buffcol. Changes to size 

of portfolio and weighting from industrial to retail. 
BEE deal announced.

Property assets: R8.5 billion

2007

BEE equity ownership lost due to fall in unit  
price. Fund announces selective disposal  
strategy to streamline property portfolio  

and improve quality of earnings.

Property assets: R8.8 billion

2008
Strategic decision to centralise management of 
Fund in Cape Town. Unit buy back process, disposal 

process and strategic capital investment remains  
a priority.

Property assets: R8.3 billion

2009
Execution of investment strategy to improve  
the quality of the portfolio and returns.  
Restructure of stepped-rate debt structure 

to protect and improve future returns.

Property assets: R8.7 billion

2010
Implementation of strategy to improve quality 
of portfolio through development and capital 

expenditure gains ground. Cumulative disposals  
for past three years reach R1.3 billion.

Property assets: R8.6 billion

2011

Turnaround strategy gains ground. Strategic  
objectives to deliver sustainable distribution 
 growth refined. Distribution growth of  

4.6% over prior year.

Property assets: R8.1 billion

2012
Platform established for sustainable growth 
through execution of the four-pillar strategy. 

Distribution growth of 8.6% over prior year –  
highest in the Fund’s history.

Property assets: R8.9 billion

2013



sa corporate real estate fund | integrated annual report 20134

Vision 
The vision of SA Corporate is to exceed its stakeholders’ expectations by generating superior, sustainable returns, 
investment in quality real estate assets, optimal allocation of its capital resources and the sustainable management 
of its operations in a way that delivers lasting benefits for all its stakeholders. 

Values
SA Corporate is committed to being a strongly values-driven Fund that subscribes to the following shared values of 
the Old Mutual Group:

IntegRIty ReSPeCt ACCountAbIlty PuShIng beyond 
boundARIeS

Being honest, 
trustworthy, 

consistent and 
open in all actions 
and dealings and 
always acting with 
the highest ethical 

standards.

Actively listening to 
others, responding 

appropriately to 
what they have 
to say, working 
effectively with 

diverse people and 
being willing to 

learn from others.

Being prepared 
to take 

responsibility, make 
commitments, 

find solutions and 
be accountable 
for delivery and 

results.

Being passionate 
about what we do 
and committed to 

achieving our goals. 
Always looking 

for innovative and 
creative ways to 
improve while 

constantly striving to 
break new ground.

fund structure
SA Corporate is a collective investment scheme in property, also known as a Property Unit Trust (“PUT”). It is 
registered under the Collective Investment Schemes Control Act, No. 45 of 2002 (“the Act”). 

Due to its legal structure as a PUT, the Fund is required to distribute 100% of its distributable earnings as pre-tax net 
property income to its unitholders. It does this via distributions in March and September every year for the six-month 
periods ending 31 December and 30 June respectively. These earnings are taxable in the hands of the unitholders. In 
terms of this legal structure, the only expenditure incurred by the Fund is that relating to its property investments, 
audit fees, service fees and costs incurred as a consequence of being listed on the JSE. 

Report on fair presentation of the Annual Financial 
Statements

Report on compliance with CISCA

As trustee, protects unitholders’ interests 
 Acts as custodian of Fund’s assets and securities 

 Ensures compliance with Trust Deed

trustee
FirstRand bank limited

Effective ownership of  
1 980 093 014 units

PUT listed on the JSE

Property portfolio

Held directly by the Fund or 
indirectly by fixed property 

companies broll Property  
group Proprietary limited
Broll Property Group appointed  

as the Property Manager on  
1 July 2013

SA Corporate Real estate Fund 
Managers limited (“Manco”)
Manages the Fund and its assets 

Reports to unitholders

old Mutual Property  
Proprietary limited

Outsourced functions from the Manco: 
- Asset manager 

- Group secretary and financial 
management

Shareholders of Management 
Company: 

Old Mutual Property – 95% 

Durban Pension Fund – 5%

Asset Management 
fee of 0.3% of 

enterprise value

Service fee 
of 0.4% 

of enterprise 
value  

(market cap  
plus debt)
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Management Company
As prescribed in the Act, the Fund has an external 
management company in the form of SA Corporate Real 
Estate Fund Managers Limited (“the Manco”), which 
is approved by the Registrar of Collective Investment 
Schemes and governed by the Trust Deed. The Manco 
conducts all the affairs of the Fund and incurs all other 
expenses on behalf of the Fund. 

board of directors
The Board of Directors (“the Board”) of the Manco is deemed 
to be the Board of the Fund and acts as such. The Manco 
outsources the day-to-day operational management to Old 
Mutual Property Proprietary Limited (“OMP”), which is its 
appointed asset manager. As of 1 July 2013, the property 
management function was outsourced to Broll Property 
Group Proprietary Limited (“Broll”).

ReIt status
The introduction of the REIT structure brings South 
Africa’s real estate investment industry in line with 
international norms and best practices. 

During the year under review, the Board approved  
SA Corporate’s application for a REIT status and the  
JSE subsequently granted the Fund this REIT status  
with effect from 1 January 2014. 

This listing as a REIT on the JSE means that the new 
REIT tax dispensation will now apply to SA Corporate 
as of 1 January 2014, and this offers the following  
key advantages:

 � The net income of the Fund is not subject to tax if all 
distributable earnings are paid to unitholders. 

 � The Fund and its subsidiaries are no longer liable for 
Capital Gains Tax (“CGT”) on the profit from the sale 
of properties. 

 � South African investors will receive gross 
distributions without dividends tax being witheld. 
The distributions are regarded as rental income 
and investors pay tax thereon at their applicable 
marginal income tax rate.

Foreign investors will be subject to a dividend withholding 
tax – the current rate of which is 15%. Alternatively the 
applicable double tax agreement rate will apply.  

inVestment pHilosopHy 
The Fund’s investment activities span the industrial, 
retail and commercial property sectors. Specific 
sectoral or geographic levels are not targeted and the 
Fund instead focuses on assessing the quality, risk and 
growth opportunities presented by any prospective 
investment. Suitable international investments may 
also be considered, but only after careful and thorough 
evaluation of their potential to add risk-managed, 
sustainable value to unitholders.

In terms of the Fund’s investment philosophy,  
SA Corporate is focused on capitalising on its strengths 
through investment in quality industrial buildings. It 
also seeks to proactively reposition its retail portfolio 
through investment in assets located in dominant nodes 
and/or those that differentiate themselves by offering 
sustainable demand from shoppers and tenants, while 
presenting real potential for long-term rental growth. 

In the current volatile market with upward pressure on 
the cost of capital and yields, the Fund’s investment 
philosophy is also focused on addressing any 
underperformance in its retail portfolio while securing 
robust tenant retention in its industrial portfolio. At 
the same time, it seeks out investment opportunities 
that have the highest potential to enhance yields  
and growth.

In terms of investment decisions, the geographic spread 
of the Fund’s acquisitions is not dictated by the location 
of property management. Instead key investment 
considerations include:

 � Good asset fundamentals, rather than just tenant 
covenants;

 � Improvements and finishes of the buildings and 
surrounding areas;

 � The level of convenience for target markets; and

 � Property life cycle status, including ongoing 
repairs and maintenance and capital expenditure 
requirements.

SA Corporate will also consider development partnerships 
where it is able to achieve a balance between risk and 
reward within the framework of its determined risk 
appetite and tolerance levels. The exposure to such 
developments will be contained to a level not exceeding 
10% of total assets.

Bluff Shopping Centre, 
Bluff
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Investment parameters
In terms of its Trust Deed, the Fund is allowed to make use of debt up to a maximum of 30% loan to value (“LTV”). 
During the year under review the Board approved an increase in this maximum borrowing limit from 30% to 60% of 
the fair market value of the underlying assets of the Fund. This is the maximum level of gearing allowed in a collective 
investment scheme in property. 

This increase in the borrowing limit requires an amendment to the Trust Deed for which unitholder approval is 
required. In this regard unitholders have been balloted in March 2014 to obtain their approval, the results of which  
will be communicated to all stakeholders. 

Despite this approval being sought to increase the maximum limit to 60%, the long-term strategy of the Board will 
be to maintain the borrowing limit at a level of 40% of the underlying assets of the Fund. The general approach will 
be to only exceed this level in exceptional circumstances (which may arise from specific transactional activity) that 
are deemed by the Board to be particularly attractive, subject to lender covenant requirements.

strategic objectiVes and performance
SA Corporate’s strategy is based on the principle that optimal capital allocation and efficient operations drive 
distribution growth and unitholder returns over the long term.

At the beginning of 2013, SA Corporate presented a four-pillar strategy, outlined in the top part of the table below, 
which was aimed at driving a turnaround in performance of the Fund and providing a base from which it would be 
able to deliver sustainable distribution growth well into the future.

InveStMent  
StRAtegy

eFFICIent 
oPeRAtIonS 

oPtIMAl CAPItAl 
StRuCtuRe

AlIgnMent oF 
 InveStoR And 
MAnAgeMent 

InteReStS

 � Acquisitions to 
enhance the quality 
and growth of the 
portfolio

 � Acquire premium 
grade offices in prime 
locations and divest 
from largely vacant  
C grade offices

 � Exploit redevelopment 
opportunities

 � Sector best property 
management services

 � Broll appointed 1 July

 � JV with Retail Africa 
to co-invest in 
redevelopments

 � Well-priced debt

 � Appropriate gearing
 � Managed interest 

rate policy

 � Implementation of 
structure aligned to 
unitholder interests

 � Conversion to a REIT 
company

 � Acquired three 
properties valued 
at R492 million 
and contracted 
for a further four 
properties valued at  
R254 million

 � Sale of 3 vacant C 
grade offices valued 
at  
R75 million

 � Sale of four retail 
properties valued at  
R147 million

 � Advanced planning 
of redevelopment of 
two retail properties 
for  
R677 million at a 
weighted average 
yield of 9.6%

 � Reduction of 
vacancies and 
improved arrears 
collections

 � 20% saving in 
property management 
fees

 � Stellenbosch Square 
initiated as first 
Retail Africa JV 
redevelopment

 � Enhancement to 
two further retail 
properties being 
explored

 � Attractive pricing on 
debt expiries 

 � Repurchased 58.9 
million units at a 
average price of 
378.61 cpu

 � Weighted average 
cost of debt 
supportive of core 
income growth

 � Well structured 
hedging (tenor and 
pricing)

 � Achieved inaugural 
Global Credit Rating 
Agency (“GCR”) 
rating of A1-za

 � Unitholder ballot to 
increase maximum 
gearing

 � REIT status approved
 � Unitholder ballot to 
approve internalisation

 � REIT conversion 
progress with FSB

During the year under review actions were executed to address each of the four-pillars of the strategy, the consequences 
of which are illustrated in the bottom part of the above table. The Fund achieved top quartile performance in the 
sector in 2013 and is appropriately positioned for future growth.
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2013 performance against the four-pillar objectives

Investment strategy
The Fund made acquisitions of R492 million that were 
transferred in the year and have contracted a further 
R254 million. Poor performing properties and properties 
not core to the portfolio were divested from for  
R234 million, R117 million of which was part of the 
portfolio that was sold via contract with Fairvest in 
2012, but only transferred in 2013. All the acquisitions  
were accretive. 

The Fund’s industrial portfolio has been further enhanced 
and the quality of the commercial portfolio has been 
improved considerably by acquiring premium grade 
offices in prime locations, while divesting from largely 
vacant C-grade offices in secondary nodes. 

The Fund is focused on establishing a retail portfolio 
of convenience shopping centres that dominate their 
catchment areas together with high-growth small regional 
shopping centres. Focused investment and divestment 
activity in 2013 contributed to the former while the value 
engineering of the East Rand Galleria and Umlazi Mega City 
(75% interest) redevelopments has progressed to a point 
that construction on these projects – estimated to cost 
R411 million and R354 million respectively – will commence 
in the second quarter of 2014. The redevelopment projects 
will reposition the retail portfolio and mean that small 
regional shopping centres will comprise almost half of it.

The procurement of sector best property management 
services to secure optimal performance of the Fund’s 
portfolio
Broll Property Group was appointed as SA Corporate’s 
property manager with effect from 1 July 2013. Broll is 

advanced in its turnaround of the leasing of the portfolio 
and vacancies by rental income have reduced from  
4.9% as at 31 December 2012 to 3.2% as at  
31 December 2013. 

SA Corporate’s joint venture relationship with Retail 
Africa sees them providing their expertise and experience 
in retail property redevelopment in exchange for the 
opportunity to co-invest 25% in the redevelopment 
of certain of the Fund’s retail properties requiring 
renewal. This relationship has started to bear fruit and 
planning of the first joint venture project – Stellenbosch  
Square – has commenced.

Establishing an optimal and cost-efficient capital 
structure
SA Corporate has negotiated good pricing on expiring 
borrowing facilities and the extension of certain  
existing facilities. The Fund is acutely aware of interest 
rate volatility and as at 31 December 2013, 84.6% of 
its long-term debt was hedged. The Fund has a GCR 
rating of A1-za from its inaugural rating and will be 
undertaking a roadshow to present to debt capital 
market investors with a view to initiating its inaugural 
issuance commensurate with its funding requirements.

The alignment of investor and management interests
In October 2013, the Fund concluded an agreement with 
OMP to internalise its management. This transaction 
is currently the subject of a ballot of unitholders. In 
addition to giving unitholders’ greater influence over the 
composition of the Board, the change will mean that the 
cost of asset management will become a cost recovery, 
thereby allowing SA Corporate to enhance distributions 
and to be more competitive in pricing new acquisitions 
and growing the Fund.

Stellenbosch Square, 
Stellenbosch
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directorate

1 2 3 4 5

1. Jeff Molobela
beng (hons); MbA; 58 years;  
South African; Appointed 3 May 2013

Independent non-executive Chairman; 
Chairman of the Nomination and Remuneration Committee on 
Nomination matters

Jeff holds a BSc (Eng) Honours and an MBA from Imperial College 
and Imperial College Business School (London University). 
He has extensive experience in financial services, property, 
information and telecommunications technology. He has also 
served on the Boards of Aurecon Engineering Limited, Transnet, 
Primegro Limited, CBS Properties Limited, Growthpoint 
Properties Limited, Decillion Limited, Cashbuild Limited and 
Telkom SA Soc Limited and currently serves on the board of the 
N3 Toll Concession Proprietary Limited and Chairs the National 
Regulator for Compulsory Specifications (NRCS).

2. Terence Rory Mackey
bSc eng; Postgrad dip eng; CPFA; Pr CPM; 
52 years; South African; Appointed 1 August 2012

Managing Director; Member of the Social Ethics and 
Environmental Committee; 
Member of the Risk and Compliance Committee;  
Invited to attend the Nomination and Remuneration, Audit and 
Investment Committee meetings

Rory is responsible for formulating and executing the investment 
strategy and portfolio management of SA Corporate. He joined 
SA Corporate as, Chief Operating Officer (“COO”) on 1 August 
2012 and took over the role of Managing Director on 6 December 
2012. He was previously part of the team managing the Old 
Mutual Investment Group South Africa (“OMIGSA”) Alternative 
Investments boutique from 2008, where he was instrumental in 
establishing an international infrastructure fund. Prior to that, 
Rory was Group executive: Commercial at Airports Company 
South Africa Ltd. He was also General Manager of Africa’s 

largest airport, OR Tambo International Airport, from 1996 to 
2001. Rory also serves on the boards of the Fund’s property 
investment subsidiary companies.

3. Antoinette Basson
CA(SA); 44 years; South African; Appointed 17 February 2011

Financial Director; Member of the Social, 
Ethics and Environmental Committee;  
Member of the Risk and Compliance Committee;  
Invited to attend the Audit Committee and the Investment 
Committee meetings

Antoinette has 20 years’ employment experience, 13 of which 
have been in the financial services industry. She joined Old 
Mutual Bank from PwC in London in 2000 and then went on 
to become a member of the Old Mutual South Africa Central 
Finance team, where she served as the Group Regulatory 
Accountant. In June 2008 she joined OMP as Financial Manager 
before being appointed to the position of Finance Director. 
Antoinette also serves on the boards of the Fund’s property 
investment subsidiary companies.

4. Robert John Biesman-Simons
bCom; CA(SA); 59 years; South African;  
Appointed 19 August 2010

Independent non-executive Director;  
Chairman of the Nomination and Remuneration Committee on 
Remuneration matters; Chairman of the Risk and Compliance 
Committee; Chairman of the Audit Committee; Member of 
the Investment Committee

John is the Cape Regional executive of Lombard Insurance 
Company Limited. He serves on the audit Committees of the 
Auditor-General South Africa and Cape Finance Corporation 
Limited and is also a director of the latter. He was previously 
a director of Century City Limited, Canal Walk Limited  
and JSE-listed Command Holdings Limited and a partner at 
Deloitte & Touche.
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5. Gugu Patricia Dingaan
CA(SA); 38 years; South African; Appointed 20 May 2010

Independent non-executive Director; Member of the Audit 
Committee

Gugu has 13 years’ experience in corporate finance and 
investments. She is currently the Investments executive at 
WIPHOLD and a non-executive board member of Distell Group, 
ABB SA, Adcorp Holdings, MCG Industries, and Landis+Gyr. 
She is also Chairman of Khulisani Foundation and Distell 
Foundation, Chairman of the ABB SA audit Committee, and an 
audit Committee member of Distell Group and Landis+Gyr. Gugu 
holds an executive Development Programme Certificate from the 
University of Stellenbosch Business School.

6. Kenneth John Forbes
CA(SA); 64 years; South African; Appointed 24 July 1995

Independent non-executive Director; 
Member of the Investment Committee; 
Member of the Audit Committee

Ken has over 29 years’ experience in the township development 
industry, most of which involved the industrial, commercial 
and resort sectors. He is currently a director of Tongaat Hulett 
Developments Proprietary Limited.

7. Peter Aston Levett
MCom; CA(SA) and MbA; 46 years; South African;  
Appointed 9 February 2011

Non-executive Director (not independent due to being 
Managing Director of OMP); Member of the Investment 
Committee; and Member of the Nomination and Remuneration 
Committee

Peter has 21 years’ experience in the financial services industry. 
He joined Old Mutual in December 1997 as General Manager 
Corporate Finance and was appointed as Head of Strategic 

Projects and Business Development at OMIGSA in 2007. In 2008, 
he was promoted to Chief Operating Officer of OMIGSA and he 
held this position until joining OMP in 2011. Prior to joining Old 
Mutual, Peter was an Associate at Goldman Sachs International’s 
Investment Banking division in London where he was a member 
of the merger and acquisition team. He has served on the board 
of OMP since December 2000 and was appointed Managing 
Director in November 2011.

8. Sayed Hoosen Mia
MbA (uSA); PMd (harvard); MAP (Wits);  
university teachers diploma (udW);  
68 years; South African; Appointed 26 June 2009

Independent non-executive Director 
Chairman of the Investment Committee

Sayed has 29 years’ experience in the insurance and property 
industries and has had extensive involvement with and exposure 
to listed and unlisted Funds. He is Chairman of the SHM Group 
of Companies, which has numerous property interests, as well 
as a member of the board and a trustee of the University of the 
Western Cape. He is actively involved in numerous welfare and 
community associations.

9. Ebrahim Suleman Seedat
FIMFo; CA(SA); 62 years; South African;  
Appointed 1 September 1998

Independent non-executive Director 
Member of the Nomination and Remuneration Committee;  
Member of the Audit Committee

Ebrahim has extensive local government experience, the 
past 17 years of which have been in property, with particular 
emphasis on the listed real estate sector. He is currently the 
Senior Manager: Investments for eThekwini Municipality.
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Rory Mackey
Managing Director

Anton Malan
Asset Manager: Retail

Sara Conrad
Junior Analyst

Mark van Vuuren
Asset Manager:  

Industrial & Commercial

Andre Williams
Junior Asset Manager
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sa corporate team



sa corporate real estate fund | integrated annual report 2013 11

Andrea Carstens
Financial Manager

Uwais Asmal
Financial Accountant

Zainab Aziz-Rawoot
Assistant Financial 

Accountant

Zaida Perrins Kapery
Assistant Financial 

Accountant

Beauty Mbatsha
Assistant Financial 

Accountant

Carmen Duminy
Assistant Management 

Accountant

Lindsay Butler
Asset Manager: 
Developments & 

Acquisitions

Ben Swanepoel
Company Secretary

Antoinette Basson
Financial Director

4

Teena Strydom
Executive Assistant
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2013: A game of more than two halves
The year 2013 will be remembered by most South  
Africans as a period characterised by high levels of 
instability in the country’s mining and manufacturing 
production as well as continued electricity supply 
constraints. Add to this, a growing current account deficit 
and a currency that weakened significantly against other 
major currencies and you have an operating environment 
that was extremely challenging for all businesses across 
virtually all industries and sectors.

This resultant widespread economic pressure, coupled 
with lower real GDP growth of around 2.0% (expected 
for 2013) compared to the already low 2.5% of 2012, 
resulted in significant constraints on South Africa’s 
economic growth potential. When one considers the 
evidence presented by many analysts, it’s not difficult to 
see why our country’s economy expanded far less than it 
had the potential to grow.

As a result of this backdrop, for the listed property 
sector, 2013 was not, as is typically expected, a ‘game 
of two halves’, but rather a game of three very different 
trimesters – each characterised by its own unique ups 
and downs. Despite this volatile environment, by the 
end of 2013, the sector had delivered a respectable total 
return of 8.4%. However, it is worth taking a closer look 
at each ‘trimester’ to fully understand the challenges 
and opportunities that influenced this overall sector 
performance and that of SA Corporate as a participant in 
this sector.
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Total return per trimester and for FY2013

SA Listed Property Index (“SAPY”)

Trimester

1 2 3 fy

SA Corporate (“SAC”)

Firstly, the year to April 2013 saw the listed property 
sector continuing to benefit from the global investment 
community’s search for yield that resulted from low 
interest rates and negative real yields on risk free 
securities in the developed world. As a result, during 
the first four months of the year, the SA Listed Property 
index (“SAPY”) delivered a total return of 17.2%.

Jeff Molobela
Chairman: 
SA Corporate 
Real Estate Fund

“
”

SA Corporate 
delivers amid 
volatile economic 
environment

cHairman’s statement
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During this period, the Fund performed most admirably, 
delivering a total return of 24.4%. It was also during this 
period that two key announcements were made by the 
Fund, both of which were well received by all stakeholders 
and contributed to the improved relative performance.

The first of these announcements was the appointment 
of Broll as the Fund’s property manager. The second was 
that the Manco had entered into exclusive discussions 
with OMP regarding the possible internalisation of the 
management of the Fund. This is expanded on later in 
this review on page 14.

The second trimester of 2013 turned out, in many 
respects, to be the polar opposite of the first – particularly 
in terms of the returns it delivered. The start of this 
more challenging period was signalled by the US Federal 
Reserve’s announcement on 21 May 2013 that it may 
consider tapering the monetary stimulus referred to as 
quantitive easing sooner than previously implied. The 
knock-on effect of this was that the yield on developed 
market bonds weakened with emerging market yields 
soon following suit. The yield to maturity on the long-term 
Government Bond Index increased by 90 basis points 
(“bps”) during May and, given the high correlation between 
SA listed property yields and government bond yields, the 
effects soon filtered through. South African bond yields 
moved up more than 100 bps and the SAPY index declined 
by more than 18% in just over a month.

While the sector was able to recover some of this lost 
ground during the remainder of this trimester, it still 
ended the period with a total return of negative 14.2%. 
The weakness was spread fairly evenly across the listed 
property sector with the only counters that were spared 
being the Rand hedges. 

Pleasingly, SA Corporate proved its resilience during 
this difficult period, not only delivering a return 2% 
better than the SAPY index, but also growing interim 
distributions by 7.3%.

The third trimester of 2013 proved a happier period for the 
sector, with listed property returns rebounding strongly 
– thanks primarily to strength in capital markets. This 
capital market performance was driven largely by the 
surprise decision by the US Federal Reserve (“US Fed”), 
announced on 18 September, to maintain the status quo 
with its quantitative easing programme as it felt the 
US economic outlook remained too weak to satisfy the 
central bank’s criteria for tapering. US bond yields firmed 
on the announcement and South African government 
bond and listed property yields soon followed.

The South African listed property index delivered a 
total return of 6.7% during the month of September 
2013. This was followed by a series of volatile share 
price moves prompted by lingering concerns regarding 
tapering by the US Fed. The SAPY eventually ended 
the last trimester of the year 7.8% higher on a total  
return basis.

SA Corporate once again outperformed the SAPY during 
this final trimester, delivering a return of 8.4%, which 
meant it ended the year on a total return of 17.9%. 
This was a top quartile performance, notwithstanding 
the foreign exchange benefits experienced by the Rand 
hedge counters. 

The Fund also delivered second half distribution growth 
of 9.9% and total distribution growth of 8.6%.

Davenport Square, 
Shopping Centre, 
Glenwood
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Moderate recovery ahead?
Consensus for the global economy seems to point to the 
likelihood of moderate recovery underpinned, primarily, 
by the developed world and China. Global growth 
momentum continues to build while inflation pressures 
remain restrained. Economic data out of the US suggest 
a slow, but accelerating recovery for the world’s largest 
economy. Crucially, this is expected to be accompanied 
by minimal inflation risk. Adding to this more bullish 
sentiment is emerging evidence that the cyclical growth 
slowdown in China has ended, that the Eurozone is finally 
pulling out of recession, and that the Japanese recovery, 
aided by stimulatory policies, remains on course.

Locally, the recent plunge of the Rand, largely as a result 
of structural economic problems, refocused attention on  
the need to address these hurdles to the country’s 
sustainable economic performance. The South African 
Reserve Bank’s monetary policy scope remains constrained 
by weak economic growth and upside inflation risks. While 
consensus seems to be for a gradual interest rate increase 
cycle, SA Corporate, and the listed property sector as a 
whole, will be watching these indicators with interest as 
unexpected interest rate hikes are sure to put pressure 
on long bond yields and, subsequently on listed property 
yields, share price performance and total returns.

ReIt 
The advent of REIT legislation in South Africa provided 
a valuable underpinning for listed property share price 
performance in the second half of 2013. REIT legislation 
brings with it many benefits, the foremost of which are 
a more transparent tax mechanism for listed property 
Funds and a framework familiar to offshore investors. 
REITs are the acknowledged standard for publicly traded 
real estate throughout the world and offer investors the 
benefits of commercial property investment in a tax 
advantaged structure. 

With all this in mind, we were pleased that SA Corporate’s 
application for REIT status was received and approved 
by the JSE. Accordingly, SA Corporate will qualify as a 
REIT with effect from 1 January 2014.

Internalisation of the management of the Fund
During 2013, SA Corporate concluded an agreement with 
OMP to internalise its management. This transaction is 
subject to the outcome of a ballot of unitholders, the 
closing date of which was 24 March 2014 and the results 
of which were not available at the time of going to print. 
If approved by unitholders, this internalisation of the 
Fund’s management offers numerous advantages. In 
addition to giving unitholders greater influence over 
the composition of the Fund’s Board, the cost of asset 
management will effectively change to represent only 
an internal cost recovery requirement, which will allow  
SA Corporate to enhance distributions and to position 
itself more competitively in pricing new acquisitions and 
driving future growth of the Fund.

Appointment of broll as Property Manager
In response to stakeholder input, and aligned to its 
strategy of efficient operations and procuring best practice 
property management, SA Corporate appointed Broll as 
its property manager with effect from 1 July 2013. The 
estimated annual savings in property management fees 
as a result of this appointment will be more than 20%, 
which translates into an estimated growth in distribution 
in excess of 1% from the inception of the contract.  

In the six months since their appointment, Broll has 
already driven significant improvement in the core 
property fundamentals, particularly in terms of the 
letting of vacant properties and arrears management 
and collections.

SA
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Appreciation 
The SA Corporate Board joins me in expressing our 
sincere thanks to all our stakeholders for their contribution 
towards making 2013 another exceptional year. 

A special vote of thanks goes to our investors for their 
loyal support and advocacy, which is integral to the 
sustainability and growth of the Fund. 

Our appreciation also goes out to all of SA Corporate’s 
suppliers and business partners, especially OMP, without 
whose support our achievements to date would certainly 
not have been possible. 

My personal gratitude goes to John Biesman-Simons for 
the value he added to the Fund in his capacity as Acting 
Chairman until my appointment to the position in May 
2013. I would also like to express my personal thanks to 
Rory Mackey for his selfless service to SA Corporate and 

the invaluable support and assistance he provides to me 
on a daily basis. My special thanks to Roshan Morar for 
his contribution during his tenor as director. Thanks, also, 
to the entire Board for their vital input and committed 
support over the past year.

Lastly, my heartfelt thanks to all my colleagues in  
SA Corporate, most of whom I count as not only work 
associates, but as friends. 

Every single SA Corporate stakeholder has played 
a vital role in the success of the Fund over the past 
financial year, and I look forward to seeing this spirit of 
cooperation continuing to drive our growth and success 
in the 2014.

Jeff Molobela
Chairman: SA Corporate Real Estate Fund

8 Director Drive, Aeroport 
Industrial Estate
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stakeHolder indentification and engagement

Since 2011, a facilitated process was implemented to 
identify and prioritise all individuals and entities that can 
reasonably be expected to be significantly affected by, or 
who might significantly affect, the Fund’s investments, 
operations and activities, and products. In 2012, the 
Fund formalised its stakeholder engagement and 
communication process – aimed at ensuring complete, 
accurate, timely, relevant, transparent, consistent, 
credible, accurate, honest and accessible information to 
all its stakeholders – with the endeavour to communicate 
as broadly and non-selectively as possible. 

In addition, the Fund complies with the King III code of 
governance principles for South Africa in terms of governing 
stakeholder relationships, with specific regard to:

 � transparent and effective communication combined 
with legal and strategic consideration; 

 � communication guidelines that support and promote 
responsible communication;

 � alignment with the Promotion of Access to 
Information Act, 2000; 

 � the resolution of internal and external disputes  
as effectively, efficiently and expeditiously as 
possible; and 

 � a structured process of engagement with 
stakeholders, cognisant of uniform disclosure of 
information and insider trading restraints imposed 
by law.

An account of primary stakeholder engagement opportunities and outcomes during the course of 2013 is  
provided below.

StAkeholdeR
StAkeholdeR

 PRIoRItIeS
MethodS oF  
engAgeMent

key ISSueS And
oPPoRtunItIeS

IdentIFIed ACtIonS tAken

Investors and analysts  � Distribution growth
 � Unit price 

movement
 � Governance
 � Conflicts of interest
 � Transparency
 � Reputation
 � Legal and 

regulatory 
compliance

 � Accurate financial 
reporting

 � Sustainability
 � Environmental 

compliance
 � Executive 

remuneration and 
incentives

 � Performance of 
service providers

 � Annual results 
presentations

 � One-on-one 
meetings with 
major unitholders 
and analysts

 � SENS 
announcements

 � Press articles
 � Media 

announcements
 � Roadshows
 � Integrated Annual 

Report
 � Annual General 

Meeting (“AGM”)
 � Website 

 � Inherent conflicts 
in current Fund 
structure

 � Non-alignment with 
unitholder interests

 � Balloted 
unitholders to seek 
approval for the 
internalisation of 
the management 
function. This will 
remove inherent 
conflicts of 
interests

 � Appointed PwC 
as remuneration 
consultants 
to develop a 
remuneration 
policy and incentive 
scheme aligned to 
unitholder interests

Property Manager  � Security of 
contractual 
arrangement

 � Clear service level 
agreement

 � Clarity around 
longer-term 
strategy

 � Monthly meetings 
with executives and 
asset managers

 � Communication of 
the Fund’s strategy

 � Quarterly review of 
key performance 
indicators (“KPIs”)

 � Need to improve 
property 
fundamentals 
through effective 
property 
management  

 � Broll appointed 
as new property 
manager from  
1 July 2013 for 
a period of three 
years

 � Partnering with 
Retail Africa to 
unlock retail 
property potential

Tenants  � Cost of occupation
 � Quality of property
 � Location of 

property
 � Tenant mix
 � Service response
 � Foot traffic
 � Environmental 

pressure as far 
as it impacts the 
tenant cost

 � Accurate 
measuring of water 
and electricity

 � BBBEE rating

 � Meetings with 
centre managers 
and on-site staff

 � Strategic relations 
with national 
retailers

 � Partnering with 
tenants

 � Property Manager 
meetings 

 � On-site marketing 
consultants at 
retail centres

 � Tenant visits

 � Increased utility 
charges 

 � Requirement 
for a broader 
understanding of 
tenant businesses 
and requirements

 � Improvement 
required in 
addressing tenant 
concerns

 � Implementation 
of energy savings 
initiatives

 � Quarterly meetings 
held with tenants 
to address 
concerns
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StAkeholdeR
StAkeholdeR

 PRIoRItIeS
MethodS oF  
engAgeMent

key ISSueS And
oPPoRtunItIeS

IdentIFIed ACtIonS tAken
Communities  � Environmental 

impact
 � Job creation
 � Safety, security 

and cleanliness
 � Responsible 

landlord

 � Marketing and PR 
events in the retail 
shopping centres

 � None, as 
community 
members are 
typically unaware 
of the relationship 
between the Fund 
and the centres 
they visit

 � None required in 
terms of material 
issues

Employees*  � Job security
 � Remuneration and 

incentives
 � Well-being and 

work environment
 � Governance and 

Ethics
 � Financial 

sustainability 
including Fund 
performance  

 � Staff meetings
 � Intranet and 

e-mails
 � Performance 

appraisals
 � Team building 

events
 � Culture survey

 � Executives and 
dedicated fund 
employees to 
be retained if 
internalisation is 
approved

 � PwC appointed 
as remuneration 
consultant

OMP  � Reputation
 � Competitiveness
 � Governance
 � Fees and returns

 � Meetings
 � Adherence to code 

of conduct
 � Ongoing 

engagement as 
executives and 
staff involved with 
the Fund are OMP 
employees

 � Loss of income 
arising from the 
termination of 
the property 
management 
and proposed 
internalisation of 
management

 � OMP committed 
to act in the 
best interests 
of SA Corporate 
unitholders

Funders  � Ability to service 
debt

 � Loan to value ratio
 � Adequate security
 � Adhering to 

covenants
 � Credit rating

 � Regular meetings
 � Personal 

relationships
 � Property 

inspections
 � Cash flow 

projections

 � Optimal capital 
structure and 
hedge ratio

 � Debt requirement 
for acquisitions and 
redevelopments

 � GRC credit rating 
obtained: A1–zA

 � Balloted 
unitholders to 
seek approval 
for an increase 
in the maximum 
borrowing limit

 � Domestic 
Medium-Term 
Note (“DMTN”) 
programme to be 
launched in 2014

* Employees dedicated to the Fund

Nampak, Denver
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Terence Rory Mackey 
Managing Director: 
SA Corporate 
Real Estate Fund Four-pillar 

strategy 
implementation 
sets the platform 
for sustainable 
distribution 
growth

managing director’s reView

For the full 2013 year, SA Corporate achieved distribution growth of 8.6% per unit. The steadily increasing distribution 
growth trend, as shown in the graph below, provides evidence of the turnaround of the Fund, driven by the four-
pillar strategy initiated in the last quarter of 2012. Performance against this strategy is discussed in greater detail on  
pages 6 and 7 of this report. 
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8.3% of the distribution growth achieved in 2013 was 
attributable to the portfolio without acquisitions, with 
the latter contributing 0.3% to the overall increase. 

The Fund achieved standing portfolio net property 
income growth of 5.6% and 9.1% on an absolute and 
per unit basis respectively. Industrial rental growth was 
underpinned by rental escalations and the leasing of 
vacant space.

Portfolio performance
The value of the Fund’s independently valued property 
portfolio increased by R715.45 million to R8.87 billion as 
at 31 December 2013 (31 December 2012: R8.15 billion). 
The standing portfolio – comprising properties not under 
development and held for the full 12 months to December 
2013 – increased by R386.3 million (4.9%) year on year.
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The capitalisation and discount rates in the Fund’s standing portfolio at 31 December 2013 were calculated on a 
weighted basis and are shown below:

PRoPeRty tyPe

CAPItAlISAtIon RAte (%) dISCount RAte (%)

gRoWth In 
StAndIng 
PoRtFolIo (%)

31 deC 2013 31 deC 2012 31 deC 2013 31 deC 2012 31 deC 2013
Industrial 9.0 9.5 14.5 15.0 4.7
Retail 8.7 9.0 14.2 14.5 6.0
Commercial 9.3 9.9 14.8 15.4 (0.1)
Portfolio total 8.8 9.3 14.3 14.8 4.9

The NAV per unit (368 cpu) increased by 7.6% (December 
2012: 342 cpu), of which 5.3% is attributable to property 
valuation.

Portfolio market value
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Market value
The increase in market value points to the improvement 
in the quality of the portfolio as a result of a combination 
of value-adding acquisitions and the effectiveness of  
SA Corporate’s disposal programme. In 2013, the Fund 
acquired three properties for R492 million at a weighted 
average forecast yield of 9.2%. Acquisitions include 
the World Trade Center, PwC Musgrave and Nampak  
Denver. The Fund also disposed of properties for R234 
million. The carrying value of the properties divested 
was R227 million and the average exit yield was 7.1%. 
The latter is considered favourable given the quality of 
the properties sold. 

Having achieved its objectives in the 2012 financial year, 
the disposal programme is now largely complete. At year-
end the Fund had contracted acquisitions of R254 million 
at a weighted average forecast yield of 9.1% resulting 
in acquisition activity for the year totalling almost  
R750 million. 

The 11% increase in the market value per square metre of 
the retail portfolio is evidence of the improvement in the 
quality of this portfolio achieved since the implementation 
of the turnaround strategy. The investment and disposal 
activity in the commercial portfolio has resulted in 
the market value of this portfolio to increase to above  
R12 000 per square metre.

Portfolio distribution by sector and region
There was a shift in market value by region from KZN to Gauteng of approximately 4% in the year. The sectoral and 
geographical distribution, with its comparatives, are depicted in the charts below.

Region by market value
Western Cape OtherGauteng KwaZulu-Natal

Sector by glA*
CommercialIndustrial Retail

32% (35%)

61% (59%)

7% (6%)

Sector by market value
CommercialIndustrial Retail

12% (9%)

44% (47%)

44% (44%)

Region by glA
Western Cape OtherGauteng KwaZulu-Natal

37% (39%)

54% (52%)

7% (7%)
2% (2%)

41% (44%)

50% (47%)

7% (7%)
2% (2%)

* GLA = Gross Lettable Area
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vacancies
The Fund has progressed well in terms of vacancy 
take-up, with overall vacancies reducing by 1.9% and 
1.7% based on GLA and rental income respectively. The 
Fund’s industrial vacancy by GLA as at December 2013 
was 0.2% (December 2012: 1.3%).

Pro-active management of the portfolio ensured that 
the industrial portfolio remains let at levels well above 
the sector average. There is pressure on rental levels 
as tenants strive to service higher occupancy costs in a 
challenging economic environment. 

Retail vacancies continued their positive downward 
trend to 4.6% by rental income and 8.9% by GLA as at 
31 December 2013 (December 2012: 5.8% and 10.6%), 
with significant inroads being made since June 2013. 
Vacancies are expected to decrease further on the back 
of expansion and redevelopment initiatives.

Low GDP growth, which impacts employment growth 
and rental demand, is leading to continued space 
consolidation in the office market. This places further 
pressure on office vacancies, especially in B- to C-grade 
office buildings. Although offices represent a very small 
component of the Fund’s portfolio, the focus has been 
to improve the quality of the office portfolio by divesting 
from three largely vacant office buildings and acquiring 
two A-grade office buildings with solid tenant covenants. 
This has resulted in a reduction of commercial vacancies 
of 7.4% and of 7.1% as a percentage of GLA and rental 
income respectively. Commercial vacancies were 7.0% 
of rental at year-end.

Rentals
Industrial rental growth (7.0%) was underpinned 
by weighted average rental escalations of 8.2% and 
the leasing of vacant space. The industrial tenant 
retentions ratio of 66.4% was impacted by the expiry of  
30 000 square metres of distribution warehousing space 
that, although not renewed, was immediately re-let 
without any downtime. 

Pressure on rental renewals led to slight negative 
reversions on the industrial portfolio during the year. 
This was however limited, as only 4.7% of the total 
industrial GLA was affected. If two exceptional negative 
reversions are excluded, renewal reversions averaged 
positive 4.4% for the industrial portfolio.

Retail standing portfolio net property income growth 
of 7.5% was achieved thanks mainly to improvements 
in the quality of the portfolio leading to strong tenant 
retentions (87.4%), reducing vacancies, positive 
reversions (2.2%) and improved recoveries.

Commercial rental growth increased by 4.5%, 
attributable to strong retentions and positive reversions. 
Commercial retentions showed significant improvement 
at 90.5% (December 2012: 50.2%) in a difficult market.

A-grade tenants – comprising large national tenants, 
listed tenants, government and large professional firms 
– represent 64% of all industrial tenants by GLA, 64% of 
retail tenants, and 60% of commercial tenants.

As at 31 December 2013, the total contracted escalation 
on the total portfolio was 8.1%. This is considered robust 
considering an increasing inflationary outlook.

Cost management
Property expenses in 2013 were marginally down (0.2%), 
impacted by disposals and acquisitions. Expenses 
relating to the standing portfolio increased by 8.6%. 
Municipal costs on the standing portfolio (representing 
63.3% of property expenses) increased by 10.5%, due 
to an increase in rates, electricity and water costs of 
6.8%, 12.3% and 18.6% respectively. 

Standing portfolio property expenses, excluding 
municipal costs, increased by 5.4%. The main driver of 
this increase was the rise in Transnet ground rentals in 
respect of leasehold industrial properties located in the 
Durban port area, which represent 3.5% of the increased 
costs. The balance of the costs increased by 1.9%, 
which is substantially below inflation and was largely 
supported by a reduction in property management fees. 
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The significant impact of municipal expenses on the  
total portfolio is highlighted by the fact that these now 
represent 61% of property expenses, compared with 
cleaning and security costs of 10.7% and maintenance 
expenses of 7.2%. 

Fund expenses increased by 2.0%. This relates to 
increased service fees due to unit price growth and 
increased gearing.

key Performance Indicators
SA Corporate outsources its asset management 
function to OMP and its property management 
functions to Broll. These functions are monitored 
and measured according to transparent KPIs, and 
the performance scorecards of the respective teams  
are aligned with agreed overall performance targets of 
the Fund. 

During the year under review, the performance against 
these KPIs for these two functions was as follows:

managing director’s reView - Continued
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Asset Management performance against kPIs

kpi weigHting target acHieVed comments

Distribution growth 30% 6.1% Achieved 8.6% growth for full year
Strategic growth

 � Max surplus on disposals 2.5% At or above book Achieved Total disposals 7% above book
 � Target yields on 

transactions 10% 8.4% Achieved 9.2% with respect to acquisition 
yields 

 � Optimal Capital Structure 5% Effective debt management Achieved Great strides made in optimising 
capital structure

 � Efficient operations 5% Successful PM migration 
with cost saving Achieved

Broll appointed as Property 
Manager 1 July 2013 with 20% 
saving

 � Aligning Investor and 
Management Interest 7.5% Transaction concluded with 

OMP and accretive Achieved Ballot sent to unitholders for 
approval

 � Transformation 2.5% Achieve level 3 rating In progress
Ability to maintain level 3 rating 
doubtful due to change in PIC 
manager

 � Sustainability 2.5% Develop and  implement 
strategy In progress

Installing remote metering in order 
to improve measurement and 
management of Carbon Footprint

Return relative to SAPY 15%
Total return in top half of 
the listed property sector 
or better

Achieved 1st Quartile of SAPY

Risk & Governance 10%
Achieve clean audit and 
risk and compliance 
reports

Achieved
Good compliance achieved. Refer 
King III checklist on the Fund’s 
website

Expense Management 10% 37.5% 36.5% Cost to Income ratio

Property Management performance against kPIs
The KPIs are agreed annually at the beginning of the year. The table below depicts the scores achieved by Broll for 
the six months since their appointment relative to the full score achieved by OMP Property Management for 2012.

kpi
budget/
target acHieVed MAX. POINTS

score 2013
broll

score 2012
omp comments

Net property income R760.4m R769.0m 25 13 15

Arrears management 3.0% 3.2% 25 20 12 % of net property
income

Vacancies 5.5% 3.2% 20 20 8 % of rental income

Unsigned leases 5% 4.1% 15 12 9 % of total leases

Procurement 15 15 15 15 15
Total n/a n/a 100 80 59

borrowings
Loan to value (“LTV”) remained low with debt amounting 
to 18.3% of the total portfolio (31 December 2012: 
14.0%). The Fund entered into new swap arrangements 
during the year, hedging R1.375 million (84.6%) of its 
effective borrowings.

unit repurchases
The 58 896 063 units repurchased in the open market 
in January and February 2013 gave rise to a lapsed 
distribution of R8.8 million, as these were purchased cum 
distribution. These lapsed distributions were available 
for redistribution as part of the interim distribution. The 
units were repurchased at an average of R3.7559 and 
were subsequently cancelled and delisted.

Responsible business
SA Corporate embarked on a process of base-lining its 
carbon emissions over the last three years. The process 
has identified areas for improvement in data collection 
where local authorities typically provide estimated data. 
Initiatives to ensure accurate measurement for more 
efficient energy management and reporting have been 
launched. Capital projects that are currently underway 
in this regard include the installation of accurate 
electronic bulk meters for the measurement of electricity 
consumption.     

The property sector charter was promulgated in 2012 
and SA Corporate achieved a level 3 BBBEE rating. The 
current rating is heavily weighted on the PIC investment 
(refer to the Responsible Business section of this report) 
and, as such, the Fund’s ability to maintain the current 
rating is unlikely.
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While limited in terms of the Trust Deed regarding Social 
Responsibility Investment, the Fund has continued to 
work with its partners to assist Non Profit Organisations 
in social upliftment fund raising initiatives and 
awareness campaigns as well as community outreach 
and improvement initiatives.

Strategy and prospects
In an environment of market volatility and upward 
pressure on the cost of capital and yields, the Fund is 
focusing on unlocking value from turning around its 
retail portfolio and securing robust tenant retention in 
its industrial portfolio. In addition, the Fund is exploring 
investment opportunities that will be yield and growth 
enhancing.

Considerable progress has been made in terms of the 
turnaround of the Fund in 2013, as well as executing 
strategic interventions in optimising the Fund’s capital 
structure, introducing sector best property management, 
and internalising asset management. Consequently, 
Management is confident that the Fund is now on a firm 
footing to deliver distribution growth at least on par with 
the sector average for listed entities invested in South 
African property.

Afhco holdings Proprietary limited (“Afhco”) 
acquisition
The Fund has been exploring possibilities around 
gaining exposure to inner city residential property 
given its resilient growth characteristics. Our research 
concluded that, while this was an attractive asset class, 
embarking on a new strategy in this regard should only 
be contemplated should a portfolio of appropriate critical 
mass be acquired together with a property management 
platform that had the unique skills to manage such 
a portfolio. Afhco met both these criteria and after 
extensive negotiations, a conditional sale agreement 
was reached with the unitholders of Afhco in March 2014.

Afhco represents the largest direct portfolio in the 
asset class, with an experienced management team 
that is a pioneer in the industry. The Afhco property 
portfolio is located mainly in the city improvement 
district of the Johannesburg CBD and consists of  
33 buildings with an approximate value of R1.47 billion 
and is priced at a 12-month forward capitalisation rate 
of approximately 10%. 

The majority of the property portfolio consists of office 
buildings that have been revamped and converted 
into residential apartments, with a retail element 
of approximately 20%, by GLA, that trades on the 
ground floors. The property portfolio is held through 
a combination of wholly-owned and jointly-owned 
subsidiaries of the Afhco Group and the proposed 
transaction contemplates Afhco entering into sale and 
purchase agreements with minority shareholders to 
acquire their shareholding in the joint subsidiaries prior 
to the Fund acquiring Afhco. 

At the time of going to print, the proposed transaction 
was subject to a number of suspensive conditions to be 
fulfilled to the Fund’s satisfaction.

The Fund’s rationale for the Afhco acquisition is that it 
will enhance sustainable distribution growth underpinned 
by the Fund’s industrial, commercial and retail portfolios 
from an asset class that is differentiated and has a 
history of consistent rental growth with diversification 
of underlying tenants. There is a significant shortage 
of supply compared to the oversupply of commercial 
property, while rental income accrues from non-
discretionary spend from largely unindebted tenants in 
formal employment (meeting strict vetting criteria). The 
residential asset class is under-represented in the South 
African listed environment compared to other developing 
and developed markets. 

Management is excited about the enhancement to the 
performance of the Fund that can potentially be gained 
from the addition of an inner city residential portfolio.
Our enthusiasm for the future prospects of the Fund 
stems from growth to be achieved from a continued 
focus on unlocking value from its current industrial, 
commercial and retail portfolios, especially given the 
solid foundation laid in 2013.

terence Rory Mackey
Managing Director: SA Corporate Real Estate Fund 

managing director’s reView - Continued
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This financial review offers a condensed view of SA Corporate’s annual financial results for 2013. These 
are presented in a simplified form for ease of reference and understanding and is reflective of the 
manner in which the information is analysed by management. This financial review should, therefore, 
be read in conjunction with the full annual financial statements available on the SA Corporate website at  
www.sacorporatefund.co.za in which Deloitte & Touche, the Fund’s auditors, expressed an unmodified audit opinion.  
The accounting policies as set out in the audited financial statements for the year ended 31 December 2013 have 
been consistently applied.

Financial review of 2013
The distribution of 32.75 cents per unit (“cpu”) achieved in 2013 is the highest in the history of the Fund. This trend 
in distributions, as shown graphically below, is aligned to and shows the effectiveness of the Fund’s strategy of 
achieving sustainable growth in distributions, underpinned by its four-pillar strategy. 
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Financial Director: 
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Distributable earnings for the 12 months under review amounted to R648 million (2012: R617 million), which 
equates to a distribution of 32.75 cpu (2012: 30.15 cpu) calculated as follows: 

gRouP 

Notes
2013
R000

2012
R000 % change 

Property portfolio
Standing portfolio – properties held for 12 comparative months 740 275 701 528 5.52
Rent (excluding straight-line adjustment) 846 913 800 869 5.75
Net property expenses (106 638) (99 341) 7.35

Property expenses (419 139) (384 291) 9.07
Recovery of property expenses 312 501 284 950 9.67

Standing portfolio – properties developed in the current year 14 208 12 907 10.08
Rent (excluding straight-line adjustment) 15 938 16 448 (3.10)
Net property expenses (1 730) (3 541) (51.14)

Property expenses (11 619) (12 466) (6.79)
Recovery of property expenses 9 889 8 925 10.80

  

Net income from the standing portfolio 1 754 483 714 435 5.61

Disposals – properties disposed of in the current or prior year 4 471 62 639 (92.86)
Rent (excluding straight-line adjustment) 5 294 76 560 (93.09)
Net property expenses (823) (13 921) (94.09)

Property expenses (9 245) (45 830) (79.83)
Recovery of property expenses 8 422 31 909 (73.61)

Acquisitions – properties acquired in the current and prior year 10 045 – 100.00
Rent (excluding straight-line adjustment) 9 932 – 100.00
Net property expenses 113 – 100.00

Property expenses (1 829) – 100.00
Recovery of property expenses 1 942 – 100.00

  

Net property income 2 768 999 777 074 (1.04)

Fund expenses (55 822) (54 707) 2.04
Accounting and secretarial fees (6 082) (5 893) 3.21
Audit fees (1 845) (1 661) 11.08
Administrative fees (10 460) (11 594) (9.78)
Service fees (37 435) (35 559) 5.28

  

Profit from operations 713 177 722 367 (1.27)

Interest income from associate company (Oryx) 3 – 1 402 (100.00)

Net funding cost 4 (73 751) (108 655) (32.12)
Interest expense (94 562) (139 202) (32.07)
Interest income 20 811 30 547 (31.87)

Other 8 925 1 494
Taxation on distributable income 102 699
Lapsed distribution on units repurchased 8 823 795

Distributable earnings 648 351 616 608 5.16

Units in issue at the end of the year (000) 5 1 980 093 2 038 989

Distribution (cents per unit) 32.75 30.15 8.62

– Interim 16.28 15.17 7.32

– Final 16.47 14.98 9.95
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notes:
1. Net Property Income from the standing property 

portfolio increased by 5.6%, underpinned by 
reduced vacancies, improved collections, positive 
reversions and strong tenant retentions.

2. Total net income from the property portfolio is 
marginally down on an absolute level, impacted by 
the disposal of eight properties for R233.7 million. 
The Fund leveraged the disposal proceeds to optimise 
its capital structure resulting in improved returns 
to unitholders on a weighted average unit basis of  
38.73 cpu vs 37.77 cpu – an increase of 2.5%.

3. In January 2012 SA Corporate disposed of its 
investment in Oryx Properties Limited resulting in 
a reduction in income of R1.4 million in 2013. The 
proceeds were utilised to settle expensive debt (see 
Note 4) and repurchase units. 

4. The reduction in the net funding cost of 32.12% 
is aligned to the execution of the Fund’s strategy 
of optimising its capital structure. This resulted in 
an allocation of disposal proceeds to reduce the 
weighted average cost of debt at year-end from 
9.71% in 2011 to 7.83% in 2013, by settling 
expensive debt and restructuring fixes to achieve 
a hedge ratio of 84.6%, a weighted average swap 
tenor of 4.02 years and a weighted average swap 
rate of 6.37%. 

5. During the first quarter of 2013 the Fund  
repurchased a further 58.9 million units at a 
weighted average price of 378.61 cpu. As these 
were purchased cum distribution this gave rise to 
R8.8 million redistributed to unitholders during the 
first half of 2013.

Reconciliation of IFRS net profit to distributable earnings
gRouP

2013 2012
R000 CPU R000 CPU

Net profit for the year 1 159 394  58.39* 736 633 35.80*
Adjustments for:

Capital loss on disposal of investment properties 4 086 20 075
Revaluation of investment properties (380 625) (245 611)
Revaluation of investment property under development – (625)
Taxation on adjustments (125 031) 49 093

Headline earnings 657 824   33.13* 559 565  27.20*
Straight-line rental adjustment 24 419 (8 177)
Taxation on straight line rental adjustment (21 815) 846
Amortisation of debt restructure costs 10 504 32 739
Taxation on distributable earnings 102 699
Lapsed distribution on units repurchased 8 823 795
Revaluation of interest rate swap derivatives (31 506) 30 141

Distributable income 648 351 32.75 616 608 30.15
Interim 322 315 16.28 311 133 15.17
Final 326 036 16.47 305 475 14.98

* Weighted average cents per unit

3 The Terraces, Westville

financial director’s reView - Continued
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Condensed Statement of Financial Position gRouP

2013 2012
Notes R000 R000

Assets

Non-current assets

Investment property                                   8 654 251 7 733 791

Letting commissions and tenant installations 63 116 53 521

Interest rate swap derivatives                    7 39 644 2 854

Rental receivable straight-line adjustment 170 408 199 851

Current assets

Properties held for disposal   6 –  182 900

Trade and other receivables 162 780 129 966

Letting commissions and tenant installations –  835

Rental receivable – straight-line 40 566 33 233

Interest rate swap derivatives 382 –  

Cash and cash equivalents 311 520 407 281

Total assets 9 442 667 8 744 232

Unitholders’ funds and liabilities 7 280 242 6 973 355

Non-current liabilities

Interest bearing borrowings                      7 1 625 913 620 975

Deferred taxation –  146 744

Current liabilities

Trade and other payables 198 506 171 373

Interest bearing borrowings                  7 –  520 000

Distributions payable 326 030 305 475

Interest rate swap derivatives             7 11 976 6 310

9 442 667 8 744 232

notes:

6. Over the past four years the strategy of disposing of less resilient properties to improve long-term asset quality and 
sustainable growth in distributions saw 52 properties with a net book value of R1.5 billion held for disposal. The 
reduction to R183 million and to Rnil in 2012 and 2013 respectively, in the respect of properties held for disposal, 
is testament that this part of the strategy has been largely achieved with the Fund moving into an acquisitive and 
developmental phase. While the quality of the portfolio is considered appropriate to achieve sustainable distribution 
growth, the Fund may disinvest, on a case-by-case basis, from isolated properties that are no longer aligned with 
the strategy. This R183 million relates mainly to properties in the transaction with Fairvest that were contracted in 
2012 and transferred in 2013.

UPM Ralfatac, Founder’s 
View
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7. Debt Funding: 
The effective and nominal debt maturity profile as at 31 December 2013 is depicted below.

Debt profile excluding the impact of interest rate swap fixes
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The nominal value of debt as at 31 December 2013 amounts to R2.15 billion (excluding overdraft facilities) with  
R1 626 billion drawn; leaving R524 million of unutilised facilities. The weighted average rate, tenor and margin are 
6.79%, 2.53 years and 1.69% respectively. The LTV remained low at 18.3%.

Swap profile
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We are cognisant of the volatile interest rate market, so to ensure that our cost of funding is supportive of the 
NPI growth, 84.6% of effective debt drawn was fixed, at year-end, at a weighted average swap rate of 6.37% and 
average swap tenor of 4.02 years.

Debt profile inclusive of interest rate swap fixes
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The weighted average rate on effective debt inclusive of fixes amounts to 7.83%.

financial director’s reView - Continued
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The table below reflects anticipated debt capacity in line with the 30% LTV restriction imposed by the Trust Deed. A ballot 
has been sent to unitholders requesting approval to increase the LTV to the 60% allowed in terms of the Act’s requirements.

gRouP

2013 2012

debt FundIng FACIlIty R000 R000

Loan and guarantee facilities 1 625 913 1 140 975

Unutilised facility 523 917 258 860

Overdraft facility 38 000 38 000

Total facilities in place 2 187 830 1 437 835

Difference between facility and debt funding capacity 471 738 1 007 098

Total debt funding capacity 2 659 568 2 444 933

Plus/(Less): Net interest rate swap asset/(liability) 28 050 (3 456)

Less: Facility utilised (debt and guarantees issued) (1 625 913) (1 140 975)

Debt funding capacity available at the end of the year 1 061 705 1 300 502

Adjusted for future capital commitments and proceeds on disposal (34 323) 78 544

Total capital commitments (34 323) (31 284)

Expected proceeds on disposal – 109 828

Anticipated available debt capacity 1 027 382 1 379 046

Covenants
SA Corporate has remained well within its agreed covenant ratios under its financing arrangements. Material 
covenants, reflecting the most restrictive ratios where these are the same under various facilities, are as follows:

CovenAnt RAtIoS RAtIo ReQuIReMentS ACtuAl

Interest cover ratio >2.0 11.5

Loan to value <30% 18%

Net asset value >R3.5 billion R7.28 billion

Antoinette basson
Financial Director: SA Corporate Real Estate Fund

World Trade Center, 
Sandton
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portfolio reView

industrial portfolio
2013 at a glance

89 properties
Total GLA: 727 724 m2 and 60.95% of portfolio
Total portfolio value: R3.901 billion and 44.0% of portfolio
Average discount rate: 14.5%
Capitalisation rate: 9.0%

overview of the industrial property market
According to the IPD, the industrial vacancy rate in 
South Africa continues to stabilise, at 2.8% in June 2013 
– 160 bps lower than the 4.4% recorded just 12 months 
prior to this. This sector has been trending positively 
since 2009 when it reached 6.5%, with vacancy levels 
remaining below the three and five year averages of 
4.7% and 4.8% respectively. 

Building completions increased as per IPD by  
955 483 square metres in 2013. However, despite this 
increase, there was negative growth as compared to 2012, 
during which time more than 1.1 million square metres of 
new developments were successfully completed. In fact, 
the industrial sector remains isolated in reporting less 
new development completions in 2013 compared to two 
years ago. Whilst this should bode well for rental growth 
in this sector, it is important to remain cautious given the 
challenging economic environment. The sector did achieve 
a 9.1% overall return according to South African Property 
Owners Association (“SAPOA”), comprising 3.9% capital 
growth, and 5% income return for the period ending  
30 June 2013. This represents an increase of 50 bps and 
70 bps respectively against H2 of 2012.

Compared to 2012, and in relation to declining business 
confidence as reflected by the 4 point RMB/BER Business 
Confidence Index drop, all segments show optimistic 
improvements in vacancies. Warehousing vacancies 
have reduced by 270 bps to 1.6%, impacted by the 
improved retail sales growth of 100 bps from quarter 
four of 2012 to quarter four of 2013. High-tech Industrial 
obtained the lowest vacancy rate of 1% as at June 2013, 
and rental growth maintained a declining path with the 
first half of 2013 registering a growth rate of only 2.0% 
compared to 7.4% as at end of 2012. This was 3.5% 
less than the annual inflation rate. 

looking ahead
Higher occupancy levels for logistics and distribution 
facilities will continue to lead demand in terms of 
industrial space. While first half 2013 results may indicate 
an optimistic industrial outlook, again it is important 
to remain cautious regarding the weakening Rand and 
lower domestic and export sales – which have an adverse 
knock-on effect with regards the manufacturing index 
(down from 42 in Q1 2013 to 34 in Q2 2013). Increasing 
food and fuel price pressures will also impact inflation and 
as a consequence likely bring more interest rate hikes as 
the weaker Rand drives imported inflation metrics.

Recent data indicates that retail recovery is losing 
momentum, and as a result continuous real rental 
growth into 2014 is uncertain against a backdrop of  
ever increasing administered costs, the introduction of toll 
fees, higher fuel costs and a weakening currency. Industrial 
segments the Fund is least bullish about are manufacturing-
related low-grade space and the smaller industrial units 
(standard units). Manufacturing production heavily drives 
these segments together with the exchange rate, both of 
which are under increasing pressure as indicated.

Industrial Property by IPd type by value

High tech Industrials

Standard Units/Workshops

Light manufacturing/Low Grade

WarehousingOther

43%

27%

17%
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SA Corporate’s industrial portfolio delivered rental 
growth of 7.0% that was underpinned by weighted 
average rental escalations of 8.2% and the further take 
up of vacant space. The tenant retention ratio of 66.4% 
was impacted by the expiry of a 30 000 square metres 
distribution warehouse which, although not renewed, 
was immediately re-let without any downtime.

extract from Statement of Comprehensive Income

R 000
Industrial revenue 472 533 
Rental income (excluding straight-line rental adjustment) 416 930
Net property expenditure (45 084)
Property expenses (109 710)
Recovery of property expenses 64 626

Net property income 371 846
Straight-line rental adjustment (9 023)
Deferred taxation on straight-line rental adjustment 1 123
Headline earnings 363 946

Segment growth rates %
Rental income (excluding straight-line rental adjustment) 7.0 
Property expenses  21.3  
Recovery of property expenses 14.7  
Net property income 4.6

Expiry profile
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With regards to the majority of larger leases expiring in 2014, negotiations are already well underway and management 
remains proactive in terms of managing space where leases are expiring, particularly where tenants are unlikely 
to renew. Increasing operating costs and a challenging economic environment coupled with tenant’s affordability 
thresholds has placed a growing pressure on the sustainability of rental levels. In response, SA Corporate has a very 
direct and focused strategy of understanding its tenants’ changing operational needs and endeavours to partner with 
its tenants to ensure that tougher economic conditions can be endured.

Industrial vacancies continue to be below the sector average at 0.2% of GLA and 0.2% of rental income as at  
31 December 2013. The portfolio’s expense ratio of 22.8% continues to be conscientiously managed and remains 
contained at well below the IPD reported ratio of 32.6%.

top 10 industrial buildings by value

PRoPeRty nAMe

deC 2013
vAlue
R 000

deC 2013
glA

m2
% oF

SeCtoR vAlue
57 Sarel Baard Crescent 284 600 34 460 7.3
Beryl Street – Jet Park 277 800 27 680 7.1
112 Yalwyn Road – Jet Park 266 100 30 299 6.8
37 Yalwyn Road – Jet Park 211 700 39 738 5.4
Tygerberg Business Park 124 300 17 408 3.2
1 Baltex Road 110 700 9 964 2.8
Cnr Rudo Nel & Tudor Streets – Jet Park 105 100 17 035 2.7
Whirlprops 25 Proprietary Limited 90 200 16 704 2.3
5 Yalwyn Road – Jet Park 87 000 17 552 2.2
111 Mimets Road 83 700 18 051 2.2

TOTAL TOP 10 INDUSTRIAL 1 641 200 228 892

TOTAL INDUSTRIAL 3 901 700 727 724

% TOP 10 OF INDUSTRIAL  PORTFOLIO 42.1% 31.5%

TOTAL PORTFOLIO 8 865 225 1 193 959

% TOP 10 OF TOTAL PORTFOLIO 18.5% 19.2%

The top 10 industrial properties by value are well-located properties in the major industrial nodes and the majority 
of these consist of modern logistics warehousing/head office facilities.

developments

Jet Park, Boksburg
The construction of a new distribution warehouse of approximately 6 500 square metres at corner of Rudo Nel 
and Tudor Streets, Jet Park, was completed in November 2013 and the adjusted initial yield on the new capital 
expenditure is 10.0%. 

Prospects
The industrial market should continue to perform well despite the continued pressure on rental levels attributable to 
rising administered and other costs, as well as the challenging economic environment.

Cnr of Giel Basson Drive 
and Nathan Mallach Road, 
Sandton
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retail portfolio

2013 at a glance

26 properties

Total GLA: 381 115 m2 and 31.9% of portfolio

Total portfolio value: R3.904 billion and 44.0% of portfolio

Average discount rate: 14.2%

Average capitalisation rate: 8.7%

Retail property market overview
Fresh supply of retail property in the market was limited in 
2013 due to low GDP growth – holding capitalisation rates 
firm throughout the majority of the year. A 3.5% increase 
in retail trade sales and lacklustre retail results did little to 
assist rental growth, but did improve vacancy uptake, as 
retailers sought to capture market share through expansion.

looking ahead
Increasing inflation, interest rates and fuel costs will 
hinder consumer spend – with retailer results already 
reflecting this increasing pressure with higher bad debts 
(indicating a struggling labour market and high household 
debt levels). Quantitative easing in the US has impacted 
on emerging markets, as can be seen in the weakening 
Rand/Dollar exchange rate. However on the positive side, 
this should rally exports and stimulate employment.

Retail Property by IPd type by value 

Small Regional Shopping Centre

Neighbourhood Shopping Centre
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Other Retail
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2013 yielded a profitable net property income growth of 
7.5% on the standing portfolio, driven largely by strong 
tenant retention of 87.4% and positive rental reversions 
of 2.2%, as well as improvement in vacancies. As a 
result of this steady improvement over the past few 
years, sustainable growth remains a key driver. 

The transfer of three retail properties in the past year 
(the remainder of the Fairvest transfers and Philani 
Mall) has resulted in the disposal pipeline slowing down, 
and the commitment of the Fund to acquire new retail 
assets and implement value enhancing opportunities. 
Vacancies are estimated to further decrease (11.9% at 
30 June 2013, to 8.9% at 31 December 2013). 

Two large redevelopments are in the final stages of 
design and implementation and will serve to further 
strengthen the core of the retail portfolio, with centre 
trading statistics showing that redevelopments have 
performed well and are delivering upon expectations.

extract from Statement of Comprehensive Income

R 000

Revenue 611 248

Rental income (excluding straight-line rental adjustment) 374 746 

Net property expenditure (47 785) 

Property expenses (296 186)

Recovery of property expenses 248 401

Net property income 326 961

Straight-line rental adjustment (11 899)

Deferred taxation on straight-line rental adjustment 20 692

Headline earnings 335 754

Segment growth rates %

Rental income (excluding straight-line rental adjustment) (11.1)

Property expenses (6.2)

Recovery of property expenses (0.9)

Net property income (8.3)

Expiry profile
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Although having further decreased subsequent to year-
end, retail vacancies by GLA are still higher at 8.9% than 
the IPD benchmark. Certain areas have been earmarked 
as strategic vacancies for expansion regarding existing 
and prospective tenants. As a percentage of rental 
income, vacancies declined from 5.8% to 4.6% between 
2012 and 2013 – indicating that vacancy take-up is of 
the more challenging, larger, lower rental premises. The 
Fund’s expiry profile demonstrates an opportunity, in the 
form of an aggregate of 29.6% of the portfolio vacant, 
monthly, or expiring in 2014.

Higher-than-benchmark vacancies have contributed 
to an expense ratio of 47.5% – higher than the IPD 
benchmark of 41.1%. However, management is focused 
on further managing costs via its service providers and 
implementation of new technologies.

A key priority for the Fund remains the management 
and reduction of energy consumption. Initiatives such as 
lighting replacements, efficient mechanical and building 
management systems initiated in 2012 have started to 
yield noticeable results and success.

portfolio reView - Continued
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Overall, average monthly trading density in terms of the standing portfolio grew 2%, whilst foot traffic remained fairly 
flat with only a 0.2% increase. This however impacted positively on spend-per-head growth of 13%.

top 10 retail buildings by value

PRoPeRty nAMe

deC 2013
vAlue
R 000

deC  2013
 glA

m2
% oF

SeCtoR vAlue
Musgrave Centre 722 000 39 390 18.5
East Rand Galleria 459 500 50 357 11.8
Pine Crest Centre* 306 950 20 066 7.9
Umlazi Mega City* 264 675 27 010 6.8
Bluff Shopping Centre 261 100 21 382 6.7
Springfield Value Centre 260 900 20 259 6.7
Montana Crossing 183 600 23 133 4.7
Hayfields Mall 176 000 12 776 4.5
Northpark Mall 167 500 28 112 4.3
Davenport Square Shopping Centre 124 300 9 385 3.2

TOTAL TOP 10 RETAIL 2 926 525 251 870

TOTAL RETAIL 3 904 125 381 115

% TOP 10 OF RETAIL PORTFOLIO 75.0% 66.1%

TOTAL PORTFOLIO 8 865 225 1 193 959

% TOP 10 OF TOTAL PORTFOLIO 33.0% 21.1%

* Represents ownership portion

The top ten buildings (66% of retail GLA) account for 75% of the value of the retail portfolio. 

developments

Town Square Shopping Centre
The expansion of Woolworths from a 700 square metre food store to 1 400 square metres was completed in November 
2013 and represents a R9 million improvement that has reduced vacancies to an almost fully let scenario.

Prospects
It is the belief of management that, as the retail turnaround strategy has yielded favourable results, along with its 
new property manager there is reason to be confident regarding further enhancements to the portfolio. Having been 
clearly demonstrated, the objective of delivering sustainable growth will be further pursued and is likely to continue.

Woolworths expansion:  
Town Square, 
Weltevreden Park
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commercial portfolio
2013 at a glance

19 properties

Total GLA: 85 120 m2 and 7.1% of portfolio

Total portfolio value: R1.059 billion and 12.0% of portfolio

Average discount rate: 14.8%

Average capitalisation rate: 9.3%

overview of the commercial property market
The national office vacancy rate averaged 11.2% for the 
quarter ending December 2013, up 57 bps from that of 
the same quarter in 2012, and 32 bps higher than the 
average of the third quarter in 2013. Aggregate rental 
rate for the fourth quarter 2013 was posted at -1.9%, 
down from 1.7% in the preceding period – reflecting the 
excess of supply in the market.

Development activity in the sector continues to reflect 
in vacancies and rental growth. New developments have 
increased 14.2% since the fourth quarter of 2012 to  
796 000 square metres during the fourth quarter of 2013 
– which is reported to be 55.7% vacant according to the 
latest SAPOA statistics. Whilst prime office space (including 
‘P’ and ‘A’ grade offices) maintain their low vacancy levels, 
the levels overall have increased by 350 bps and 70 bps 
respectively when compared to the third quarter of 2013.

looking ahead
Office sector vacancy levels are expected to remain 
unpredictable for the foreseeable future, given the 
current low level of office-based employment growth 
as well as the low economic growth environment. 
Accordingly, the Reserve Bank has revised its forecast 
for growth in 2014 to 2.8%, and for 2015 to 3.3%. As a 
result, we expect continued slow uptake of excess stock. 
Meanwhile, the commercial office segment continues 
to be characterised by a two-tiered market that has 
developed. Although P grade vacancies have increased 
to 5.4% (Q4 2012: 0.5%), A-grade office vacancies 
have come down by 40 bps to 8.2% since the fourth 
quarter of 2012.

Commercial Property by IPd type by value

City decentralised

Other

Provincial

87%

9% 4%

SA Corporate has low exposure to the commercial property 
sector, with 7.1% of its total GLA and 12.0% of its total 
market value exposed to this sector. Two hospitals, with 
a total GLA of 7 265 square metres and capital value of  
R100 million, are included in these ratios which, if excluded, 
would further reduce the overall office component to 6.5% 
of GLA and 10.8% of value respectively.

Despite pressure on rentals in this sector as whole, 
rental income in respect of the commercial portfolio has 
grown by 4.5%. The overall office sector continues to 
be defined by the two-tiered market trend, with B- and 
C-grade properties enduring significant pressure. Lower 
grade properties are struggling to compete in terms of 
efficiencies and densification, whilst tenants endeavour to 
lower occupancy costs and increase per-metre headcount. 

At 14% in June 2013, stand-alone office vacancies 
representing a percentage of total offices are lower at 
7.1%, with retail office vacancies having improved over 
the same period from 5.9% to 4.71%. In general, office 
vacancies have improved from 19.9% as at 30 June 2013, 
to 11.8% as at 31 December 2013. Over the same period, 
the tenant retention ratio has almost doubled, from 55.5% 
to 90.6% – as a result of acute focus by management 
on tenant retention and understanding the many costs 
challenges they are faced with. Overall, the office rental 
reversion ratio achieved was positive as 2.2%. 

extract from Statement of Comprehensive Income
R 000

Revenue 102 631 
Rental income (excluding straight-line rental adjustment) 86 401
Net property expenditure (16 209)
Property expenses (35 936)
Recovery of property expenses 19 727

Net property income 70 192
Straight-line rental adjustment (3 497)
Headline earnings 66 695 

Segment growth rates %
Rental income (excluding straight-line rental adjustment) 4.5  
Property expenses (1.5)
Recovery of property expenses  5.4
Net property income 8.1

Expiry profile

11.8%

3.5%

25.5%
24.5%

19.9%

7.2%

3.7% 3.9%

26
24
22
20
18
16
14
12
10
8
6
4
2
0

100

80

60

40

20

0

Expiries Cumulative

G
LA

 %

Cu
m

ul
at

iv
e 

pe
rc

en
ta

ge
 (

%)

M
on

th
ly

Va
ca

nc
ie

s

2014 2015 2016 2017 2018 2019

Given that leases set to expire in 2014 are at 25.5%, 
management is dedicated to renewing its efforts to retain 
tenants, especially given the demanding economic current 
conditions. The expense ratio for 2013 is at 33.9%, which 
is lower than the IPD sector average ratio, as management 
carefully manages this aspect, improves the vacancy levels 
within the portfolio, and continues to aggressively market 
the vacant offices. It remains the Fund’s strategy to divest 
from poorer grade offices in secondary nodes.

portfolio reView - Continued
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top 10 commercial buildings by value

PRoPeRty nAMe

deC 2013
vAlue
R 000

deC 2013
glA

m2
% oF

SeCtoR vAlue
World Trade Center 375 000 15 478 35.4

1 Holwood Park 91 600 7 504 8.6

Unipark Offices 71 900 6 655 6.8

102 Essenwood Road 64 200 4 671 6.1

28 Durham Street 56 300 4 198 5.3

Cnr Old Pretoria & Alexandra Roads 51 300 2 828 4.8

22 Voortrekker Road 43 700 3 067 4.1

21 Fricker Road 42 200 2 746 4.0

199 North Ridge Road 36 800 4 648 3.5

Cnr Handel & Crownwood Roads 33 700 6 131 3.2

TOTAL TOP 10 COMMERCIAL 866 700 57 926

TOTAL COMMERCIAL 1 059 400 85 120

% TOP 10 OF COMMERCIAL PORTFOLIO 81.8% 68.1%

TOTAL PORTFOLIO 8 865 225 1 193 959

% TOP 10 OF TOTAL PORTFOLIO 9.8% 4.9%

Prospects
The two-tiered market continues to dominate this sector, with B- and C-grade office space remaining under pressure. This 
trend is unlikely to change in the short- to medium-term as we anticipate vacancy levels to remain fairly unpredictable 
with momentum to the downside. As a result, management’s key focus is tenant retention and attraction via significant 
incentives. Divestment from poorer grade offices in secondary nodes will also remain an integral part of the Fund’s 
strategy within this sector.

World Trade Center, 
Sandton
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responsible business report 
Any risks, including social, environmental and ethical, 
that may pose a threat to SA Corporate meeting its 
business objectives are minimised by the Fund’s strategic 
and integrated approach to responsible business. 
Similarly, this approach is also designed to orientate 
the Fund towards sustainability opportunities that will 
support SA Corporate in meeting its financial, social and 
environmental objectives. 

SA Corporate’s responsible business approach revolves 
around the following five key pillars:

1. Responsible investment
The many benefits that responsible and sustainable 
investment effects, especially in terms of environmental, 
social and corporate governance (ESG), is recognised by 
SA Corporate – and as such, as part of its investment 
strategy, the Fund continues to constantly review 
and access how sustainability considerations can be 
appropriately and optimally integrated into overall 
investment decision-making processes, via:

 � Incorporating ESG factors into overall investment 
strategy, balancing the principles of risk versus 
return.

 � Including an intuitive ESG rating in the Fund’s asset 
rating model to inform active buy, sell, and hold 
investment decisions. 

 � Establishing a detailed ESG rating model that 
considers the material ESG risks and opportunities 
at an asset level. 

 � Expanding the terms of reference (mandate) to 
enable the Investment Committee to reflect these 
considerations going forward. 

2. Responsibility towards tenants
A key part of SA Corporate’s strategic approach to 
influencing – both contractually and morally – the 
interactions between the Fund’s property manager, 
Broll, and our tenants, is a commitment to proactively 
understanding the key short-, medium- and long-term 
issues and requirements of all tenants and developing 
appropriate actions to address these.

Broll’s proven success in this regard is underpinned by 
its commitment to knowledge-based results, delivered 
via an in-house research department and large national 
leasing team. The company differentiates itself from its 
competitors by means of a number of key operational 
and management drivers, namely:

 � Service – this is considered the most important 
driver and is consistently delivered by experienced, 
well-trained staff, groomed at the Broll Property 
Academy.

 � Quality – tenants enjoy global best practice in 
terms of property management, enhanced by Broll’s 
partnership with global property services provider 
CBRE.

 � Consistency – Broll’s focus is on “getting it right the 
first time”, which it achieves by utilising an effective 
and proven in-house system to analyse trends and 
tenant profiling so as to better understand, and 
deliver on, tenant requirements.

 � Visibility – Through quarterly tenant meetings, Broll 
is able to identify and address any service obstacles 
or tenant concerns and foster better tenant relations.

 � Information is key – Broll’s substantial database 
of information from the vast portfolio of shopping 
centres it administers enables it to develop unique 
systems to optimise tenant rentals and lease 
agreements.

While, at the time of writing this report, Broll had only 
been in its position as property manager for the Fund 
for a period of nine months, anecdotal feedback from 
tenants indicates that significant progress has already 
been made in terms of delivering enhanced service and 
cementing strong tenant relationships.

SA Corporate bags 6 footprint awards
During 2013, SA Corporate properties, in partnership 
with the Fund’s marketing provider, Primedia Lifestyle 
Group, won six Footprint Awards. These prestigious 
awards recognise exceptional shopping centre marketing, 
innovation and creative achievements, together with 
economic success, within the South African property 
industry.

3. Responsibility to our employees
As SA Corporate’s asset manager, OMP is tasked with 
the main responsibility of maintaining an environment 
where employees are empowered to excel and deliver on 
the Fund’s operations, objectives, vision and promises to 
unitholders.

Old Mutual was the winner of the Deloitte Best Company 
to work for survey in the Top Large Company category 
in 2013. The Group has also been certified as a top 
employer for 2013/14 by the RFP Institute.

In recent years, Old Mutual has elevated its dedication 
and attention to talent development and retention. It has 
implemented a formal process to identify the training 
needs of all its people and create individual development 
plans, thereby ensuring that employees realise their  
full potential. 

The career choices model helps employees to identify the 
right career path for them and clarifies the knowledge 
and skills they need at different management levels. It 
also ensures employees know what is expected of them 
at each level of the business. 
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Regular assessments are undertaken with all employees 
to ensure their career plans remain on track. 

Other keys to the creation of a positive and motivating 
culture include participation in group-wide recognition 
and reward programmes and the promotion of a skills-
sharing and problem-solving culture aimed at developing 
and retaining the best people across the Old Mutual 
Group.

Employee well-being
In 2013, SA Corporate employees enjoyed full access 
to the life management services from Old Mutual. The 
employee well-being programme is designed to deliver 
the dual benefit of improving the well-being of employees, 
thereby ensuring the best possible levels of productivity.

The service offers information on financial, legal and 
family matters, and makes available confidential 
personal counselling sessions to both employees and 
their family members. The programme also includes 
information, therapeutic assistance and support on 
social and wellbeing issues. 

4. Responsibility to our communities
As a PUT, SA Corporate strives to have a positive impact 
on the communities in which it operates, specifically 
with regards to socio-economic development and 
transformation – much of which is achieved through 
properties owned by the Fund.

Transformation
SA Corporate fully supports the Property Sector Charter’s 
(PSC) mandate to address inequality and promote 
economic transformation in the property sector. As a 
PUT, the Fund is exempt from complying with certain 
elements of the PSC’s scorecard, but it nevertheless 
strives to deliver positive social impact wherever 
possible. 

The Fund is in the process of completing its 2013/14 
BBBEE verification. In the past, a level 3 BBBEE rating 
has been achieved, however, this was largely due to 
PIC’s contribution to the Fund’s BBBEE credentials. Going 
forward, PIC’s BBBEE facility status will no longer apply 
to their listed property investments and this will impact 
negatively on its ownership scorecard. The expectation is, 
therefore, that the Fund will not be in a position to maintain 
its level 3 BBBEE rating in the coming financial year. This 
will not, however, detract from SA Corporate’s commitment 

to promoting and enabling the transformation of the South 
African property industry.  

SA Corporate’s BBBEE certificate and scorecard for 
the Fund and it’s underlying fixed property investment 
companies can be viewed at www.sacorporatefund.co.za.

Socio-economic development
The Fund’s strategy with regards to contribution in this 
respect, consists of its ongoing influence channelled via its 
shopping centres, in particular those with a neighbourhood 
or community focus. In order to raise both Funds and 
awareness, a number of initiatives and partnerships with 
various non-profit organisations were also actioned during 
the period under review.

These included:

Coachmans Crossing
 � Hosted CANSA Shavathon 2013 and helped to create 

significant brand awareness for CANSA.

 � Partnered with CANSA to host the CANSA Family 
Fun Day to further raise awareness of the illness 
and the work being done by CANSA.

Comaro Crossing
 � Hosted a Winter Weekend Market & Warm Drive to 

collect blankets in aid of a local homeless shelter, 
Amazing Grace. R15 300 worth of blankets and food 
were collected and handed over.

Hayfields Mall, 
Pietermaritzburg
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East Rand Galleria
 � Supported and hosted the 2013 CANSA Shavathon 

and raised R16 261 towards this worthy cause.

Midway Mews
 � Supported and participated in the SANBS Blood 

Drive with 36 pints of blood collected over the  
two days.

Stellenbosch Square
 � Financial sponsorship of Die Burger Mountain Bike 

Challenge which attracted over 4 000 participants.

 � Hosted the annual CANSA Shavathon.

Davenport Square (KZN)
 � Implemented a Battle of the Schools initiative, 

inviting local schools to “compete” against each 
other in raising Funds for, or supporting, various CSI 
initiatives including CANSA Shavathon, Donate to a 
child, the SPCA, the aged and recycling. 

 � Five malls in KwaZulu-Natal also supported the 
2013 CANSA Shavathon. Between them, Musgrave 
Centre, Pinecrest, Bluff Towers, Davenport Square 
and Hayfields Mall raised over R26 000 in support 
of CANSA. 

Umlazi Mega City
 � As part of a first African Bridal Fair SA Corprate gave 

five upcoming local designers the opporrunity to 
showcase their designs.

Safety & Security
Risk control activity continues to place high on  
SA Corporate’s list of priorities, and the Fund’s Risk 
Control Audit and Management Programme established 
in conjunction with its insurance partner in 2009, 
continues to work to ensure its objectives of:

 � Minimising probability and severity of potential disasters.

 � Ensuring disaster contingency plans are in place and 
can be met quickly.

 � Continuously ensuring compliance with legislation, 
SABS Codes of Practice, the OHSAct, International 
Best Practice Risk Management Standards and 
Insurance requirements/Policy conditions.

 � Providing an effective management guide and action 
plan towards improving risk and ensuring that the 
management infrastructure in place is equipped to 
respond appropriately.

 � Substantially reducing the overall cost-of-risk in 
terms of insurance premiums, self-insured losses 
and risk control related fees in the longer term, 
thereby reducing the cost of occupancy.

 � Enhancing insurability and avoid the possibility of 
repudiation of insurance claims.

The progress of improvement and risk mitigation 
implementation is also measured annually and 
incorporated in the strategic planning for each building.

5. Responsible environmental management
A commitment to reducing carbon emissions is 
internationally recognised as a vital component in the 
sustainability of any company or organisation, and  
SA Corporate is no exception. 

While SA Corporate’s investment actions do not 
constitute high carbon emissions, and its management 
operations do not necessarily have a large direct negative 
impact on the environment, it recognises that it has a 
responsibility in respect of environmental sustainability. 

The Fund also acknowledges that the built environment is 
one of the biggest contributors to negative environmental 
impact and, since its investment mandate is real 
estate, this is where it needs to focus its environmental 
sustainability efforts. 

These efforts include ongoing assessment of how the 
Fund does business, raising awareness of environmental 
issues, improving environmental performance through 
environmentally friendly management and development 
of properties, as well as measurement and benchmarking 
of carbon emissions across the Fund’s portfolio.   

Additional environmental sustainability initiatives
More efficient energy management remains a core focus 
area, with savings having been successfully achieved via 
re-lamping, power factor correction equipment, demand 
management and the use of building management 
systems for the optimal running of Heating, Ventilation 
and Air Conditioning (“HVAC”) plant. 

Other initiatives in 2013 included waste management 
and water saving through the use of efficient systems 
and borehole applications. All of this is overseen by the 
Fund’s Social, Ethics and Environmental Committee, 
which is mandated with responsibility for sustainability, 
stakeholder management, transformation and 
environmental factors. The Committee is supported in 
its efforts by Broll’s facilities management division.

2013/14 energy and carbon reduction strategy
SA Corporate has developed and implemented a clearly-
defined strategy related to its short-, medium- and long-
term emissions reduction goals regarding the reduction 
of energy consumption and demand on properties in the 
Fund’s portfolio.

responsible business report - Continued
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Properties have been categorised according to type and 
potential of intervention, with clearly defined steps and 
principles for the management thereof. 

The strategy revolves around:

 � A reduction in both the quantum of kilowatt hours 
consumed as well as the  demand, measured in KVa.

 � Interventions to generate these reductions primarily 
involve lighting and HVAC.

 � Consistent and accurate metering through the 
installation of electrical bulk meters in all of its buildings.

 � Consideration of renewable energy sources, 
specifically solar, to form part of the overall 
energy reduction process, particularly given the 
opportunities presented by the large roof areas of 
industrial buildings.

 � Engagement with tenants on the ground.

The strategy was initiated through the installation of 
the electrical bulk meters commencing  during the last 
quarter of 2013.  By year-end, this had been rolled 
out to 47% of the portfolio with the remaining 53% 
anticipated to be completed by 30 April 2014. This will 
greatly improve and automate data collection allowing 
for accurate measurement and benchmarking of carbon 
emissions.

Carbon emissions measurement and management in 2013
SA Corporate measures its carbon emissions in 
accordance with the Greenhouse Gas Protocol (2004) 
Second Edition with the aim, of defining a baseline 
against which targets can be set and progress measured. 
There has been a year-on-year improvement in the 
actual data collected, with estimations dropping to 41% 
of properties, compared to 51% in 2012.  

In line with the classification of the GHG Protocol, all 
Scope 1 (stationary fuels and fugitive emissions) and 
Scope 2 (electricity) emissions are covered in the carbon 
footprint measure, along with water consumption as 
a voluntary Scope 3 emission. The measurement is 
currently undertaken according to the equity share 
approach for consolidating emissions.

total emissions 2013 equity share

SCoPe SouRCe
tonneS 

Co2e

% oF 
Sub 

totAl

Scope 1 Stationary fuel combustion 2.37 0.00

Total Scope 1 2.37

Scope 2 Electricity consumption 197 077.61 99.51

Total Scope 2 197 077.61

Other direct emissions (non-Kyoto gases) 976.50 0.49

Sub total Scope 1, 2 and other direct emissions 198 056.48 100.00

Scope 3 Water consumption 1 307.75 100.00

Sub total Scope 3 1 307.75

Total emissions 199 364.23

The total emissions were reduced by 2.9% compared to 
the previous year which is a pleasing outcome given that 
overall emissions are  impacted by acquisitions, disposals 
and estimations. As detailed above, the installation of 
bulk metering linked to a web-based metering system 
will contribute to drive more effective measurement in 
2014 and beyond.

Energy-saving initiatives in 2013
The energy management and reduction initiatives and 
projects included the following: 

At Stellenbosch Square:

 � 50w down lighters changed to 7w LED throughout 
the centre. A saving of 73 kilowatt and 8.25 kilovolt-
amperé (“kVa”). Total saving of R40 037 per annum.

 � Installation of a building management system which 
created a saving of 90 000 kilowatt hour’s per annum 
equating to a saving, inclusive of the associated kVa 
saving, of R64 800 per annum.

 � Power Factor equipment installed which saved 6% 
of kVa per annum.

102 Essenwood Road, 
Durban
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goVernance and compliance

fund goVernance
Covenants of the Fund
As a PUT, SA Corporate is governed by the provisions of 
the Collective Investment Schemes Control Act, No. 45 of 
2002 (“the Act”), as well as the terms of the Trust Deed 
between the Fund’s Manco and its Trustee. The Registrar 
of Collective Investments may, by notice, approve 
amendments to the governing legislation and regulations.

In South Africa, the Fund is permitted to invest in direct 
property assets, fixed property companies (if 100% of 
the shares in the company are owned by the Fund) and 
other listed property Funds (PUTs and property loan stock 
companies). The total investment exposure to other listed 
property Funds may not exceed 25% of the market value 
of all the assets comprised in a portfolio with a maximum 
investment of 10% of any other Fund. Offshore investments 
may be in immovable property, property shares or in 
participatory interests in a foreign collective investment 
scheme in property, provided that the foreign country has a 
foreign currency sovereign rating by a rating agency.

In terms of the Trust Deed, the Fund is limited to a 
maximum borrowing level of 30% of the total investment 
portfolio value. The Registrar of Collective Investments 
has, however, granted approval for the gearing limit to be 
increased to 60%, subject to unitholder approval. In March 
2014, SA Corporate balloted its unitholders to amend the 
Trust Deed, by way of a supplemental deed, to increase 
the borrowing limit of the Fund to 60% of the value of 
its underlying assets. The outcome of this ballot was not 
available at the time of going to print.

FirstRand Bank Limited is the current Trustee of the Fund. 

Management company 
The Act requires that the Fund be managed by an 
approved and licensed Manco. In SA Corporate’s case, 
the Manco is SA Corporate Real Estate Fund Managers 
Limited, which is 95% owned by OMP and 5% by the 
Durban Pension Fund.

PUTs are required to be listed on a licensed exchange that, 
in the case of SA Corporate, is the JSE. The JSE considers 
the board of a PUT Manco to be the board of the Fund, 
which is the listed entity. The Board and Management 
structures are set out in more detail on pages 8 to 11.

The Manco is remunerated at 0.4% per annum of 
enterprise value (defined as market capitalisation plus 
debt, calculated daily), which is less than the industry 
norm of 0.5%, but excludes a fee that is charged for 
financial management, as discussed below.

For the year under review, the service fee was  
R37.4 million (2012: R35.6 million). 

Asset management
The Manco has an asset management agreement with OMP 
for the provision of full asset management functions to the 
Fund and the property portfolio, including the formulation 
and implementation of Fund and investment strategies. 

The agreement provides for an annual fee payable by 
the Manco to the asset manager calculated as 0.3% per 
annum of enterprise value. It provides for an incentive 
fee and claw-back based on the total return of the Fund 
measured against the SAPY index. This fee is drawn 
entirely from the service fee payable to the Manco by 

the Fund. The management team is employed and 
remunerated by OMP. The incentivisation of the executive 
Management is linked to the overall performance of OMP 
and the Fund through key performance indicators that 
are directly linked to the Fund. The asset management 
fee for 2013 was R30.9 million (2012: R24 million).

The asset management agreement endures for a period 
of 10 years, expiring on 31 December 2016 and is subject 
to termination in the event of material breach. In March 
2014, SA Corporate balloted its unitholders to amend 
the fee arrangement to a charge equal to the actual 
operating costs incurred by the Manco in administering 
the Fund. If approved, the asset management agreement 
will be cancelled. The outcome of this ballot was not 
available at the time of going to print.

Property management
The property management agreement between the Manco 
and OMP expired on 30 June 2013 and was not renewed. 
Following a request for proposals, Broll  was appointed as 
property manager for the entire portfolio. The property 
management agreement concluded between the Manco 
and Broll regulates the provision of property and building 
management services for the property portfolio, including 
leasing and lease management, rental collections, tenant 
liaison, maintenance and the payment of expenses.

The performance of the property manager is measured 
quarterly, on a balanced scorecard approach, with the 
following specific key performance indicators:

 � vacancies; 

 � unsigned leases; 

 � rental collections and arrears management; 

 � net property income variances; and 

 � procurement. 

In the event of underperformance, the Fund (through 
the Manco) has several options, including, but not 
limited to, terminating the entire contract.

The fees payable by the properties are applied on a 
sliding scale, dependent on the nature of the property 
and the number of tenants in occupation. These fees 
range from 1.0% of rental collections for single tenanted 
buildings to 3.0% of rental collections for retail  shopping 
centres. Property management staff costs, including 
centre management, are borne by Broll out of these 
fees. For the past year, these fees for Broll and OMP 
combined were R29.1 million (2012: R35.2 million). 

The property management endures for a period of three 
years and expires on 30 June 2016. 

Financial management
The Manco has a financial services agreement with OMP 
to provide all administration, accounting, secretarial and 
taxation work for the property companies, the Fund and 
the Manco. The fees payable are calculated in accordance 
with the costs incurred by OMP in providing the services 
and are renegotiated every year on a cost recovery basis. 
The fee for 2013 was R6.1 million (2012: R5.9 million).

The financial services agreement endures for a period of 
ten years and expires on 31 December 2016. Similarly, 
as with the asset management agreement, the financial 
service agreement will be cancelled if SA Corporate 
unitholders vote in favour of the new fee arrangement. 
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corporate goVernance 
Compliance with king III
The Board of SA Corporate is committed to complying 
with the principles of good corporate governance as 
contained in the King III Code and Report on Governance 
for South Africa 2009 as far as possible. Although the 
Fund is listed on the JSE and must therefore report 
on their levels of compliance with King III, it is not a 
company and is regulated in terms of the Act. 

Further progress was made during 2013 with regard to 
areas of non- or partial compliance that were identified 
and reported on in the 2012 SA Corporate Fund 
Integrated Annual Report. Management has assessed 
SA Corporate’s compliance with every principle of  
King III (see King III compliance checklist online at 
www.sacorporatefund.co.za), and the Board is satisfied 
with the overall level of compliance achieved for 2013. 
In particular, the Fund complies with all the corporate 
governance requirements applicable to listed entities as 
set out in section 3.84 of the JSE Listings Requirements.

ethical leadership and corporate citizenship
The Board is the custodian of ethical leadership and 
corporate governance and its responsibility in this regard 
is set out in its charter.

The Board has adopted, and subscribes to, Old Mutual 
Group’s code of ethics. This code states that the Board 
undertakes that it, as well as its agents and OMPs 
employees, will conduct business honestly, scrupulously 
and with integrity, applying moral standards that are 
supported by agreed core values and behaviours in all 
business operations.

The Board has also adopted Old Mutual’s whistle-blowing 
policy, which enables directors, OMP employees and 
other parties to report irregular and unethical behaviour 
without fear of retribution or victimisation. 

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

The charter regulates how business is to be conducted 
by the Board in accordance with the principles of 
good corporate governance, allowing for the specific 
responsibilities to be discharged by board members 
collectively, while at all times acting in the best interest 
of the Group.

The Board reviews its charter once a year 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 fully complied 
with its charter for the year ended 31 December 2013.

The charter is available at www.sacorporatefund.co.za

Independence of the directors
The independence of the Board of Directors from  
SA Corporate management is ensured by means of  
the following:

 � The roles of the Chairman and Managing Director 
are separate so that no individual has unfettered 
powers of decision-making.

 � The Board and all Committees are chaired by 
independent non-executive Directors where possible 
or, if not possible, by non-executive Directors. 

 � The Chairman of the Board is appointed on an 
annual basis.

 � The majority of the Board members are non-executive 
Directors and the majority of non-executive Directors 
are independent.

 � The remuneration of non-executive Directors is not 
linked to the performance of the Fund.

 � Non-executive Directors do not receive share 
options from the Fund.

 � Individual Directors may take independent 
professional advice at the expense of the Manco.

The independence of all Directors classified as 
independent is reviewed each year by the Nomination 
and Remuneration Committee, and the Board is advised 
of the outcome.

Conflicts of interest
As legally required, members of the Board must make full 
and timely disclosures of their other business interests, 
and particularly those that conflict or might conflict with 
those of the Group. Potential conflicts of interest are 
appropriately managed. The Directors confirm these 
disclosures annually to the Company Secretary and the 
Board and, in addition, individual declarations are made 
on a meeting-by-meeting basis. Directors adhere to the 
conflict 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
The Nomination and Remuneration Committee is 
responsible for recommending nominations to the Board. 
Appointments to the Board are considered by the Board 
as a whole. Procedures for appointment to the Board 
are transparent and formal and include background and 
reference checks. All appointments require approval by 
the Registrar of Collective Investment Schemes in terms of 
its Fit and Proper Requirements. The appointment of new 
Directors is confirmed by the unitholders at the first annual 
general meeting (“AGM”) following their appointment. All 
non-executive Directors have appointment letters. 

At least one-third of the non-executive Directors are  
subject to retirement by rotation and re-election at the 
AGM of the unitholders. Non-executive Directors are 
required to retire at the age of 65 unless otherwise agreed 
and confirmed by the shareholders at each AGM. Directors 
are required to resign at the next AGM after they turn  
70 years old.

The composition of the Board and the various Board-
appointed Committees is reviewed when changes are 
made or on an annual basis. Consideration is given to, 
amongst other criteria, skills, qualifications, diversity 
and experience.

To promote further alignment with unitholder interests, 
unitholders are invited to nominate two Directors to the 
Board each year. In 2013, the unitholder representatives 
on the Board were Roshan Morar and Ken Forbes.
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Induction and ongoing development of directors
All new appointees to the Board are required to undergo the 
induction programme approved by the Board and managed 
by the Company Secretary. Directors are provided with all 
the necessary information and documentation to familiarise 
themselves with SA Corporate and issues typically facing 
the Board. Ongoing training and development includes 
Sponsor updates on JSE Listings Requirements, site visits, 
attendance at investor presentations, workshops, formal 
training and reading material circulated by the Company 
Secretary. 

Annual evaluations
The Board evaluates its effectiveness and that of its 
Committees, chairpersons, individual Directors and 
Company Secretary on an annual basis. The Nomination 
and Remuneration Committee, with assistance from 
the Company Secretary, facilitated the evaluations, 
which were conducted at the end of 2013. The results 

of the evaluations were shared with the Board. The 
overall results were very positive and the Board and 
its Committees are functioning well. No weaknesses or 
deficiencies in performance were identified. 

Succession planning
The Nomination and Remuneration Committee considers 
non-executive Director succession as a standing agenda 
item at its February meeting each year. The Committee 
is looking at appointing additional Black independent 
Directors with property and legal experience to fill 
vacancies arising from an anticipated retirement and 
changes to the Board composition. 

Similarly, the Committee considers succession planning 
for executive Directors every year. The Committee 
acknowledges that further steps will have to be taken 
to address this as the Fund will no longer have access 
to OMP staff after the process of internalising the 
management of the Fund is completed. 

board composition 
At 31 December 2013 the Board and Committees were composed as follows:

dIReCtoR APPoInted

CoMMIttee MeMbeRShIP

InveStMent AudIt
RISk And 

CoMPlIAnCe

noMInAtIon 
And

ReMuneRAtIon

SoCIAl,
ethICS And 

envIRonMent
Independent, non-executive (6)
K J Forbes 24-Jul-95 √ √
E Seedat 1-Sep-98 √ √
S H Mia 26-Jun-09 √ CM

G P Dingaan 20-May-10 √
R J Biesman-Simons 19-Aug-10 √ √ CM √ CM √ rCM
J Molobela 3-May-13 √ nCM
Non-executive (2)
R Morar 8-Dec-11 √ CM
P A Levett 9-Dec-11 √ √
Executive (2)
A M Basson 17-Feb-11 √ √
T R Mackey 1-Aug-12 √ √

CM = Chairman, rCM = Remuneration Chairman and nCM = Nomination Chairman 

Six (60%) of the directors are from previously disadvantaged groups. Two of the directors (20%) are female, both 
of who are from previously disadvantaged groups.

board changes
During the year under review and up to the date of  
this report: 

 � Jeff Molobela was appointed as independent non-
executive Director on 3 May and as Chairman on 30 
May 2013.

 � Gerhard van Zyl resigned as a non-executive 
Director on 3 June 2013.

 � Roshan Morar subsequently resigned on 28 February 
2014.

directors
Details of the current Directors can be found on pages 8 
and 9 of this report. 

dealing in securities
A formal written communication policy document 
sets out the requirements for Directors’ dealings in 
securities. A Director may not deal in any SA Corporate 
units without obtaining written clearance to trade from 
the Chairman (or the Chairman of the Audit Committee 
if he is not available). A Director must not deal and must 
prohibit his associates and investment managers from 
dealing in units during a closed period (as defined by 
the JSE Listings Requirements). Directors acknowledge 
that they have read and understood the contents of this 
policy annually.

goVernance and compliance - Continued
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directors’ interest in units
The Directors’ interests in units as at 31 December 2013 
and 31 December 2012 are detailed in the following 
table. All dealings for the year ended 31 December 2013 
were reported timeously on SENS via SA Corporate’s 
Sponsors.

dIReCtoR

2013 beneFICIAl
unItS

2012 beneFICIAl
unItS

dIReCt IndIReCt dIReCt IndIReCt

K J Forbes 150 000 – 150 000 –

R J Biesman-
Simons – 50 000 – 50 000

T R Mackey* – 127 023 – –

A M Basson* – 58 718 – –

Total 150 000 235 741 150 000 50 000

*  These indirect beneficial holdings relate to the SA Corporate units held by the 
Old Mutual Medium-Term Incentive Scheme Trust (“the Scheme”) of which these 
directors are beneficiaries. In terms of the Scheme, the Directors will receive any 
income accruing to their indirect beneficial holding of these units with immediate 
effect but will only be entitled to take ownership of the units after three years, 
conditional upon them still being in the employ of OMP or Old Mutual.

There were no further trades in units by Directors 
subsequent to the 2013 financial year-end and the date 
of issue of this report.

Company Secretary
OMP is the Company Secretary for SA Corporate and this 
role is performed by Ben Swanepoel, who is an employee 
of OMP. The Company Secretary provides the Board and 
the individual directors with guidance as to their duties, 
responsibilities and powers and also ensures that all 
administrative requirements relating to the AGM, Board 
and Committees are met. He also provides guidance 
to the Board in terms of ethics, good governance and 
changes in legislation. 

Directors have unlimited access to the advice and services 
of the Company Secretary. The Board evaluated the 
performance of the Company Secretary and is satisfied that 
he is competent and has the appropriate qualifications and 
experience to perform the role. The Company Secretary is 
not a Director and is an employee of OMP. As part of the 
Company Secretary’s annual evaluation the Board agreed 
that he maintains an arm’s length relationship with the 
Directors by virtue of his conduct. 

The Company Secretary also acts as secretary to the 
Board Committees, monitors Directors dealing in 
securities, and ensures adherence to prohibited and 
closed periods for share trading.

board meetings
Four Board meetings are scheduled each year and 
additional meetings are convened when required. 
Meetings are scheduled well in advance to ensure 
directors are timeously provided with the relevant 
information and documentation to prepare for meetings 
to enable the Board and Committees to make well 
informed decisions and recommendations.

Minutes of Committee meetings are included in the Board 
papers for information. If minutes are not available, the 
respective Chairmen of the Committees verbally report 
to the Board on the proceedings of the meetings. 

Committees
The various Committees established by the Board, and 
which assist the Board in discharging its duties and 
responsibilities, are set out below. All Committees are 
appropriately constituted with regards to the skills and 
experience required. The Board may appoint additional sub-
Committees from time to time to deal with specific matters 
that fall outside the scope of the standing Committees. 

All Committees were satisfied that they had complied 
with their terms of reference for 2013. The changes to 
the Committee terms of references, proposed at the end 
of 2013, will only be implemented once the outcome of 
the voting of the ballot in respect of the internalisation 
of the management of the Fund is known at the end of 
March 2014.

Audit Committee 
Chairman: John Biesman-Simons

The Committee comprises four independent non-
executive Directors. John Biesman-Simons was re-
appointed as Chairman to the Committee on 30 May 
2013 after serving as Acting Chairman of the Board. The 
composition of the Audit Committee is approved by the 
unitholders at each AGM. The executive Directors and 
representatives of the external and internal auditors 
attend by invitation.

The Committee has established an annual work plan 
to ensure that all relevant matters are covered by the 
agendas of the meetings planned for the year.

The Committee has an independent role with 
accountability to both the Board and stakeholders. Its 
responsibilities cover the following functions, processes, 
controls and assurances:

 � External audit;
 � Internal audit and controls;
 � Financial reporting;
 � Oversight of integrated reporting;
 � Oversight of risk management;
 � Combined assurance;
 � Competence of the finance function; and
 � Other statutory and delegated duties.

The Committee meets at least three times per annum 
and there are also confidential meetings with the 
external auditors and internal auditors at least once a 
year without management being present. 

The statutory report from the Audit Committee in respect 
of the Fund, including more detail on how it carried 
out its responsibilities, is included on page 45 of this 
report. The statutory report of the Audit Committee in 
respect of the Manco is included in the Annual Financial 
Statements of the Manco. 

Risk and Compliance Committee 
Chairman: John Biesman-Simons

The executive Directors, Compliance Officer (who is 
also the Company Secretary) and an independent non-
executive Chairman are members of the Committee. 
The Chairman of the Audit Committee is also Chairman 
of this Committee.
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The role of the Risk and Compliance Committee (“RAC”) 
is to ensure that SA Corporate has implemented an 
effective risk management framework and processes, 
and oversee the integration of risk management into the 
strategic and business planning processes and day-to-
day operations of the Group. It also monitors compliance 
with all relevant statutory and regulatory requirements.

The Committee meets at least twice a year and holds an 
annual risk workshop.

nomination and Remuneration Committee 
Chairman: Jeff Molobela (Nomination) and John 
Biesman-Simons (Remuneration)

The Committee comprises the Chairman of the Board, 
two other independent non-executive Directors and 
one non-executive Director. In order to meet the 
composition requirements of the King III code and JSE 
Listings Requirements, the Chairman of the Board chairs 
the Committee when nomination matters are discussed 
and another, independent non-executive Director 
chairs when remuneration matters are discussed. The 
Managing Director attends by invitation.

The main role of the Committee is to assist in ensuring 
that the composition of the Board and Committees in 
terms of structure, size, skills, experience and diversity 
are regularly reviewed and maintained at levels deemed 
appropriate and meet sound corporate governance 
practices. It also has an oversight role to ensure that 
OMP’s remuneration policy and the performance 
contracts of the executives are aligned and promote 
the strategic objectives of the Group and encourages 
individual performance.

Given that the Committee will have to spend considerably  
more time on remuneration matters following 
internalisation (due to the fact that the Manco will then 
have employees) the Board agreed on 28 February to split 
this Committee into a separate Nomination Committee 
and Remuneration Committee with effect from 
1 March 2014.

The Remuneration Committee will meet at least three 

times per annum and the Nomination Committee twice 
a year. Additional meetings will be scheduled if required.

The Remuneration Report on page 51 sets out the key 
activities of the Committee in 2013.

Investment Committee 
Chairman: Sayed Mia

The Committee comprises three independent non-
executive Directors and one non-executive Director. 
The Chairman of the Committee is an independent non-
executive Director. The executive Directors and asset 
managers attend by invitation.

The focus of the Committee is investment strategy 
formulation and implementation, property developments, 
sales and acquisitions. In addition, the Committee 
reviews property valuations, portfolio performance and 
net property income budgets. 

There are four scheduled meetings per year and 
additional meetings are held when required.  

Social, ethics and environmental Committee 
Chairman: Roshan Morar (Ken Forbes appointed on  
1 March 2014)

The executive Directors and an independent non-
executive Director who serves as Chairman, are 
members of the Committee. In addition to its statutory 
duties the Committee’s responsibilities were expanded 
to include stakeholder relations, transformation, ethics 
and environment issues. 

The Social Ethics and Environmental Committee 
(“SEEC”) recognises that, during 2013, it was not able to 
perform some of the statutory duties due to the Fund’s 
structure and outsourced arrangements. It is satisfied 
with what it has achieved thus far and further progress, 
especially with regard to environmental matters, will be 
made in 2014.

The full terms of reference for each Committee can be 
found at www.sacorporatefund.co.za

board and Committee meeting attendance for the year:
boARd MeMbeR boARd AudIt RISk & CoM noM & ReM InveStMent SeeC AbSent
Total no. of meetings 9 5 2 6 7 3
Non-executive
R J Biesman-Simons 9/9 5/5 2/2 6/6 7/7  0
G P Dingaan 8/9 4/5     2
K J Forbes 9/9 5/5   7/7  0
S H Mia 8/9    6/7  2
R Morar 8/9   3/3  3/3 1
E S Seedat 9/9 5/5  6/6   0
P A Levett 6/9   5/6 5/7  6
G van Zyl (resigned) 6/6   2/2  0
J Molobela 5/6   3/3  1
B Swanepoel* 2/2 0
Executive
A M Basson 9/9 5/5 by invite 2/2  5/7 by invite 3/3 2
T R Mackey 9/9 5/5 by invite 2/2 6/6 by invite 7/7 by invite 3/3 0

notes:

Directors’ interests are recorded on a meeting-by-meeting basis and directors recuse themselves, where necessary, from “affected” decisions. Peter Levett recused 
himself from the entire special Board meeting on 5 August 2013 when the Internalisation of the Management of the Fund was discussed and Jeff Molobela was recused 
from the entire special board meeting on 29 May 2013 when his appointment as Chairman of the Board was approved.

The Board or respective Committees accepted a justified apology from Directors that were unable to attend a meeting.

*  OMP is the Company Secretary and the role is fulfilled by Ben Swanepoel, who is also the Compliance and Risk Officer and a member of the Risk and Compliance 
Committee. He attended all the Board and Committee meetings during the year.

goVernance and compliance - Continued
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The Audit Committee has pleasure in submitting their 
report as required by the JSE Listings Requirements 
and the recommendations of the King III Code.

In addition to having statutory responsibilities to the 
unitholders, the Audit Committee (“the Committee”) 
is a subcommittee of the Board of Directors. It assists 
the Board through advising them and making 
recommendations on financial reporting, internal 
financial controls, external and internal audit 
functions and statutory and regulatory compliance of 
SA Corporate Real Estate Fund Managers Limited 
(“the Company”) and SA Corporate Real Estate Fund 
(“the Fund”). The Committee oversees co-operation 
between the internal and external auditors and serves 
as a link between the Board and these functions.

The Audit Committee report of the Company is included 
in the Annual Financial Statements on pages 51 to 52. 
This report deals with the Audit Committee functions 

and responsibilities in respect of the Fund, which are far 
more onerous than for the Company.

terms of reference
The Committee has adopted formal terms of reference, 
delegated to it by the Board of Directors, as its scope and 
responsibilities. The Committee follows an annual work 
plan to ensure all its duties and responsibilities, as set out 
in its terms of reference, are dealt with. The Committee 
confirms that it has discharged its functions and complied 
with its terms of reference for the year ended 31 December 
2013. The Board concurred with this assessment.

Composition
The Committee consists of four independent non-executive 
Directors. All members are independent as described in 
section 94(4) of the Act. The appointment of members of 
the Committee requires the approval by the unitholders 
at the Annual General Meeting each year.

As at 31 December 2013, the Committee comprised:

nAMe QuAlIFICAtIonS dAte APPoInted
Robert John Biesman-Simons (Chairman) CA(SA) 19 August 2010

Resigned: 25 July 2012
Re-appointed: 6 December 2012

Ebrahim Suleman Seedat CA(SA) 27 February 2001
Gugulethu Patricia Dingaan CA(SA) 20 May 2010
Kenneth John Forbes CA(SA) 19 September 2012

The Managing Director and Financial Director, as well as 
representatives from the external and internal auditors, 
attend the Committee meetings by invitation. The 
Company Secretary acts as secretary to the Committee.

Meetings
The Audit Committee held five meetings during the 
year. Separate confidential meetings were held with the 
external auditors and the internal auditors.

Statutory duties
The Committee discharged its function in terms of the 
Act as follows:

 � Nominated Deloitte & Touche as external auditor 

for the Fund and Mr G G Fortuin as the designated 
independent auditor, and verified their independence.

 � Approved the audit fees and reviewed the external 
auditor’s terms of engagement.

 � Ensured that the appointment of the external 
auditors complies with relevant legislation and 
requirements.

 � Determined the nature and extent of allowable non-
audit services and approved same.

 � Dealt with queries relating to the accounting policies, 
internal audit of the Fund, the content and auditing of 
its financial statements, the internal financial controls 
of the Fund and any other related matters.

RJ Biesman-Simons
Chairman,  
Audit Committee:  
SA Corporate 
Real Estate Fund

report of tHe audit committee
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report of tHe audit committee - Continued
 � Made submissions to the Board on matters concerning 

the Fund’s accounting policies, standards, financial 
control, records and reporting.

 � Reviewed the Fund’s interim and year-end financial 
statements as well as the integrated annual report.

 � Took appropriate steps to ensure that the Annual 
Financial Statements were prepared in accordance  
with International Financial Reporting Standards and 
other applicable legislation.

delegated duties
The Committee executed the duties delegated to it  
as follows:

 � Recommended approval of the Fund’s property 
valuations to the Board.

 � Reviewed the external auditor’s approach and scope 
document and reviewed the quality and effectiveness 
of the external audit process.

 � Discussed and reviewed the findings, problems and 
concerns arising from the internal and external audits.

 � Approved the internal auditor’s charter and internal 
audit plan.

 � Reviewed the performance and objectivity of the 
internal audit function.

 � Oversaw the risk management and internal audit 
function.

 � Monitored compliance with legislation and regulations.
 � Reviewed the effectiveness of the Fund’s system 

of internal financial control, including receiving 
assurance from OMP, Broll, management and 
internal audit.

 � Reviewed compliance with the Committee’s terms 
of reference and recommended minor changes to 
these to the Board.

 � Reported back to the Board on matters delegated to 
it in terms of its terms of reference.

Assurances
The following assurances were provided by OMP for the 
year ended 31 December 2013 and by Broll for the six 
months ended 31 December 2013:

 � The system of internal control within the Fund has 
been designed to provide reasonable assurance that 
significant risks are appropriately managed, that 
management and financial information emanating 
from the Fund is reliable.

 � That they have substantially complied with relevant 
laws and regulations.

 � Assets are safeguarded.

 � That the finance function involved in the outsourced 
management of financial affairs of the Fund, 
including the senior financial management team, 
have the necessary skills and experience.

 � That there were no critical breaches or breakdowns 
in controls, procedures and systems during the year.

 � That all information needed by the internal and 
external auditors was disclosed and provided to them.

The internal auditors, SizweNtsalubaGobodo (“SNG”), 
provided a written assurance that, based on their work 
performed in 2013, the existing internal controls at  
SA Corporate are adequate and effective and there were 
no major deficiencies.

Based on the processes reviewed and the assurances 
obtained, the Committee believes that the internal 
financial controls are adequate and effective.

Regulatory compliance
The Committee confirms that it has complied with all 
applicable legal, regulatory and other responsibilities.

Independence of the external auditors
During the year under review, the Committee reviewed the 
representation of the external auditor and, after conducting 
its own review, confirmed the independence of the auditor.

expertise and experience of the Financial director
As required by the JSE Listings Requirements 3.84(h), 
the Committee is satisfied that the Financial Director,  
Antoinette Basson, possesses the appropriate expertise 
and experience to meet her responsibilities as required 
by the JSE.

Financial statements and integrated report
The Committee recommends the Annual Financial 
Statements and Integrated Annual Report to the Board 
for approval.

R J biesman-Simons
Chairman: Audit Committee
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21 Fricker Road, Illovo

112 Yaldwyn, Jetpark
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57 Sarel Baard Crescent, 
Centurion
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risk management
The Board of SA Corporate assumes overall responsibility 
for risk management. The Risk and Compliance 
Committee (“RAC”) assists the Board in carrying out 
this function and the Audit Committee provides 
oversight. Management is accountable and responsible 
for managing risks on a day-to-day basis.

SA Corporate views risk management as the systematic 
process of understanding, measuring, controlling, 
mitigating and communicating risk exposure in order to 
achieve its objectives. The activities involved in risk 
management consist of identifying and evaluating all 
existing and potential risks, ranking, prioritising and 
quantifying the risks in terms of impact and likelihood, 
determining the necessary risk controls, and taking 
appropriate management actions and responses to 
mitigate the risks.

The Board maintains a thorough understanding of 
the various risks facing the Group and ensures that 
appropriate internal controls are in place to create a 
strong control environment to address key risk areas. 
The Board also continuously satisfies itself of the 
adequacy, accuracy and effectiveness of information 
distribution and reporting in the area of management 
and controls.

SA Corporate is primarily exposed to strategic and 
business risk, financial risk, regulatory and compliance 
risk and human resources risk.

Risks are evaluated on an ongoing basis and each 
Board Committee reviews the risks within its area of 
responsibility. The consolidated risk log is reviewed 
by the RAC and the Board. Management actions are 
identified for follow-up.

Risk management policy and plan
A risk management policy and plan, approved by the 
Board in December 2012, has been implemented 
throughout the business.

Risk tolerance and risk appetite
The Fund’s appetite and tolerance for risk are mapped 
to the key risks within the business. The RAC reviewed 
the risk appetite limits and thresholds in November 
2013 and minor changes and refinements were made. 
The Committee also monitored compliance with the risk 
management policy and the Fund has, in all material 
aspects, complied with the policy during the year.

It governance
IT governance is the responsibility of the Board and this 
function was discharged through the RAC. Under the 
current outsourced arrangement, the IT functions are 
provided by OMIGSA and Broll. SA Corporate’s own 
internal auditors, SNG, also performed reviews of the 
IT general controls, IT service continuity (disaster 
recovery) and IT risks at Broll at the end of the year and 
all findings were satisfactory.

key risk schedule
The key risks to the Fund are set out below. Management is responsible for ensuring that these risks are managed 
within the appropriate appetite and tolerance levels:

key RISk PotentIAl IMPACt MItIgAtIon MeASuReS AFFeCted StAkeholdeRS

Poor Investment 
Returns
Below market 
performance and 
distributions. 
Distribution growth 
under performance 
and/or not 
meeting unitholder 
expectations

 � Negative rating of the unit 
relative to the market

 � Negative impact on growth 
prospects

 � Increasing cost of capital
 � Vulnerability to a take-over 

by a competitor

 � Investment strategy to 
improve quality of portfolio 
is in execution

 � Reporting to Board on 
strategy implementation 
progress and performance 
results

 � Benchmarking against 
peers and alternative 
investments

 � Proposed internalisation 
of management will allow 
the Fund to be more 
competitive in pricing 
acquisitions and enhance 
distributable earnings

 � Unitholders
 � Providers of capital
 � Asset and property 

managers and their 
employees

Underperformance 
of Outsourced 
property manager
Poor or below 
standard performance 
by the property 
manager

 � Impact of 
underperformance on 
vacancies, collections, net 
income growth, property 
conditions and valuations 

 � Property Management 
Agreement includes KPIs

 � Benchmarking to peers
 � Reporting of performance 

against KPIs
 � Broll appointed as new 

property manager

 � Unitholders
 � Providers of capital
 � Tenants
 � Property manager and their 

employees
 � Service providers
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key RISk PotentIAl IMPACt MItIgAtIon MeASuReS AFFeCted StAkeholdeRS

Tenant Retention/
Vacancies
Poor tenant retention 
leading to increased 
vacancies and lower 
rentals 

 � Lower net property income 
and distributions

 � Decreased property values 

 � Management of expiry 
profiles

 � Focus on retaining tenants 
and measuring retention 
success rates (73% for 
2013)

 � Incentivisation of brokers to 
let space

 � Leasing strategy per 
property

 � Unitholders
 � Providers of capital
 � Tenants
 � Asset and property 

managers and their 
employees

Investment 
Strategy Execution
Poor pricing on 
purchase and sale of 
properties
Development risk

 � Lower than anticipated 
investment returns

 � Reduced property 
valuations

 � Impact of poor investment 
decisions on yield

 � Less proceeds for 
reinvestment

 � Investment decisions 
are approved by the 
Investment Committee or 
Board

 � Systems, controls and 
procedures

 � Skilled management team
 � Comprehensive due 

diligence performed for 
acquisitions and feasibilities 
studies for developments

 � Development managers 
appointed

 � Pre-let conditions 
established

 � Risk appetite and tolerance 
levels

 � Post-acquisition and 
development reviews

 � Unitholders
 � Providers of capital
 � Asset and property 

managers and their 
employees

Tenant Defaults
Bad debts and arrears

 � Decrease in net property 
income and cash resources

 � Decreased property values

 � Stringent tenant approval 
process 
Robust and enforceable 
lease agreements

 � Debt collection and 
litigation processes

 � Monthly arrears meetings 
between management and 
property manager

 � Unitholders
 � Providers of capital
 � Asset and property 

managers and their 
employees

Capital and Interest 
Rate Risk
Limited availability of 
appropriately priced 
capital from investors 
and lenders

 � Rating of unit does not 
support equity issuance

 � Limited growth potential
 � Increase in interest rates 

has a negative impact on 
net property income and 
distributions

 � Pricing of debt

 � Maintain relationships 
and communication with 
potential and significant 
investors and lenders

 � Manage LTV ratios
 � Settle high interest debt 

facilities and enter into 
swap agreements

 � DMTN programme to be 
launched in 2014

 � Debt funding policy
 � Fund’s gearing level to be 

maintained at 40%

 � Unitholders
 � Providers of capital

risk management - Continued
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key RISk PotentIAl IMPACt MItIgAtIon MeASuReS AFFeCted StAkeholdeRS

Human Resources
Lack of management 
skills and experience.
Staff turnover 
at senior levels 
Management capacity 
and inadequate 
resource levels

 � Poor performance
 � Loss of knowledge and 

capabilities

 � Indirect risk mitigated 
through outsource and 
appointment of Manager who 
allocates sufficient resources 
to meet requirements

 � OMP provides assurance that 
the executive Directors are 
appropriately rewarded and 
incentivised

 � Remuneration consultant 
has been appointed to 
design total reward system, 
including an incentive 
scheme to be implemented 
post-internalisation

 � All executives will have 
3-month notice periods after 
internalisation

 � Unitholders
 � Asset and property 

managers and their 
employees

 � Tenants

Management 
Alignment/Conflict 
of Interests
Acting in the best 
interest of investors

 � Potential impact of 
decisions taken for the 
wrong reasons

 � Reputational risk associated 
herewith

 � Fund-dedicated staff 
employed by OMP

 � Adoption of King III 
governance codes

 � Clear investment strategy
 � Conflict of Interest policy 

and ongoing management 
of conflict of interest

 � Executive Directors’ 
performance contracts are 
aligned with Fund’s strategy 
and performance measures

 � Majority of independent 
non-executive Directors

 � Proposed internalisation of 
management

 � Unitholders
 � Tenants
 � Asset and property 

managers and their 
employees

 � Service providers

Increase in utility 
costs
Large increases in 
electricity and other 
municipal charges

 � Increased capital 
expenditure for alternative 
energy supply and savings 
initiatives

 � Increase in operating 
expenses

 � Limited scope to pass on 
costs and increase rentals 
as a result of tenant’s 
inability to pay

 � Tenant defaults

 � Energy savings initiatives 
and consumption 
measuring

 � Leases structured for 
expense recovery

 � Expense management and 
benchmarking

 � Installation of remote 
electrical bulk meters being 
rolled out

 � Unitholders
 � Providers of capital
 � Tenants
 � Property manager
 � Service providers

Statutory and 
Regulatory 
Compliance
Compliance with 
Companies Act, Trust 
Deed, CISCA, JSE 
Listings Requirements, 
Income Tax Act, 
Competition Act, debt, 
Value-Added Tax Act, 
covenants, etc

 � Possible non-compliance
 � Fines and censures
 � Increase in legal and 

compliance resource costs
 � Reputational damage

 � Compliance checklists
 � Standard systems, controls 

and procedures with clearly 
defined responsibilities 
Trustee oversight of 
compliance with CICSA and 
the Trust Deed

 � Liaison with sponsors and 
the FSB

 � Compliance monitoring by 
RAC and Board

 � Government
 � Regulators
 � Trustees
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Compliance with laws, rules and standards
The Company Secretary acts as the Fund’s risk manager, 
compliance, money laundering reporting and delegated 
information officer. The risk of non-compliance with 
statutory and regulatory requirements forms part of the 
identified key risks and is assessed and responded to on 
an ongoing basis.

During the year under review no significant fines were 
levied for non-compliance with statutory and regulatory 
requirements and there were no censures. No fines were 
levied for non-compliance with any environmental laws 
and regulations. No requests were received or denied 
for information in terms of the Promotion of Access to 
Information Act. In accordance with the requirements of the 
Registrar of Collective Investment Schemes, SA Corporate 
has established a complaints resolution procedure, which 
is available on its website and at its registered office.

The auditors advised that no reportable irregularities 
were detected during the audit.

The RAC reviews the compliance report at every meeting 
and any areas of partial or non-compliance are reported 
to the Board.

Assurances and Internal Audit controls
The Fund and Manco are subject to Old Mutual Group 
Internal Audit (“GIA”) and OMPs internal audit reviews 
and risk management processes. Internal audit reports, 
findings and management’s actions were disclosed to 
the Audit Committee in 2013. SNG was appointed as the 
Fund’s internal auditor in March 2013 and performed the 
internal audit function which included a review of the 
internal controls.

As the Fund’s Property Manager, Broll has its own internal 
function that conducts lease audits on client portfolios. 
The Audit Committee received written assurances from 
both OMP and Broll with regard to the effectiveness 
of the risk management processes of the outsourced 
services providers.

Both OMP and Broll also provided the Audit Committee 
with written letters of assurance, signed by their 
respective Managing Directors, with regards to:

 � the effectiveness of their systems of internal control;

 � reliability of the information emanating from their 
systems;

 � compliance with relevant laws and regulations;

 � risk mitigation and communication of the most 
significant risks to the Fund;

 � skills and experience of their financial staff;

 � substantial compliance with policies and procedures, 
by all staff members involved with the administration 
of SA Corporate; and

 � adequate provision of all information and disclosure 
needed by the internal and external auditors to 
perform their audits.

The Audit Committee was satisfied with the level of 
assurances provided.

Furthermore, SNG provided a written assurance that 
existing internal controls at SA Corporate are acceptable 
and there are no major deficiencies.

During the year, the group has not suffered any material 
losses and nothing has come to the Board’s attention 
that caused it to believe that systems of internal control 
applicable to the Fund and the Manco are not effective and 
that the internal financial controls do not form a sound 
basis for the preparation of reliable financial information.

Based on the assurances provided by OMP, Broll, SNG 
and its own assessment, the Board believes that the 
systems of internal control and risk management are 
adequate and effective.

risk management - Continued

Musgrave Centre, Durban
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remuneration report
The Nomination and Remuneration Committee has 
pleasure in submitting its report for the year ended 
31 December 2013.

Composition
The Nomination and Remuneration Committee (“the 
Committee”) consists of three independent non-
executive Directors and one non-executive director of 
the SA Corporate Board. As at 31 December 2013, the 
Committee comprised of the following members:

 � Jeff Molobela (Chairman: Nomination matters)

 � John Biesman-Simons (Chairman: Remuneration 
matters)

 � Ebrahim Seedat

 � Peter Levett

The Managing Director attends Committee meetings 
by invitation, but is requested to recuse himself when 
matters concerning him are discussed. The Company 
Secretary acts as secretary to the Committee.

terms of reference
The Committee operates according to formal terms 
of reference that are delegated to it by the Board of 
Directors and represents the scope of its responsibilities. 
The Committee confirms that it has discharged the 
functions and complied with its terms of reference for 
the year ended 31 December 2013, further details of 
which are provided in the Corporate Governance section 
of this report on page 41.

key activities and recommendations
The Committee held six meetings during the year under 
review, which included three ad hoc special meetings.

The key activities and recommendations of the 
Committee during 2013 included the following:

 � Reviewed candidates for the position of Chairman 
to the Board and recommended the appointment 
of Jeff Molobela first as Director and thereafter  
as Chairman.

 � Recommended the re-election of Directors who 
retired at the AGM on 9 May 2013.

 � Considered succession planning requirements and 
candidates for non-executive Director positions 
in terms of skills and experience required on  
the Board.

 � Reviewed the Board and Committee compositions 
and recommended changes to Committee 
composition.

 � Implemented the JSE ruling that the Chairman 
of Committee change at meetings depending on 
the nature of discussions being held (being either 
nomination or remuneration matters).

 � Recommended the basis of attendance fees for  
ad hoc meetings.

 � Considered succession planning for the executives 
and senior staff in terms of notice periods.

 � Received assurances from OMP regarding the 
remuneration packages of the executive Directors 
and the alignment of their incentives to the  
Fund’s performance.

 � Considered and reviewed proposals received 
and appointed PwC as remuneration consultant 
to development of a total reward and incentive 
structure encompassed in a remuneration policy 
to be implemented post-internalisation. PwC 
conducted a remuneration benchmark analysis for 
the executives, non-executive Director and other 
senior staff.

 � Assessed the independence of Directors. Following 
a rigorous review of the independence of Ebrahim 
Seedat and Ken Forbes, who have been serving on 
the Board for more than nine years, the Committee 
concluded that their independence had not been 
compromised by their length of service.

 � Conducted the annual evaluation of the Board, 
Committees, individual Directors and Company 
Secretary.

 � Considered risks within its area of responsibility and 
mandate.

oMP 2013 remuneration policy
The Fund and its Manco have no employees. All staff 
members involved in Fund operations are employed by 
OMP and, consequently, SA Corporate does not have its 
own remuneration policy.

OMP follows a total remuneration philosophy, in line with 
the greater Old Mutual Group, of which it is a part. The 
objectives of this remuneration philosophy are to attract 
and retain the best people by motivating appropriate 
rewards.

The total remuneration philosophy is also aimed at 
encouraging and enabling the sustainable long-term 
performance of OMP and aligning performance with 
the strategic direction and specific value drivers of the 
business, and the interests of its stakeholders, in a 
manner that does not encourage excessive risk taking.

This philosophy is supported by a “pay for performance” 
commitment, which ensures that there is a distribution 
of remuneration around the market median when 
performance is on par with predetermined financial and 
non-financial targets. To this end, all staff members 
have balanced scorecards in place, which is a key input 
into determining individual remuneration.

The remuneration policy will change once the Fund-
dedicated staff become employees of the Manco on 
internalisation (if approved by unitholders). The policy 
post the internalisation is described below

Components of oMP 2013 total remuneration

Guaranteed package
All staff members of OMP are remunerated on a total-
cost-to company basis (“the total guaranteed package 
or TGP”), which includes a basic salary, allowances 
and contributions to the pension fund. Contributions 
from the TGP are made to the Old Mutual Staff Medical 
Fund, a defined contribution pension fund (compulsory), 
a disability fund and a death benefit scheme. Annual 
increases in guaranteed remuneration are performance 
related and compared to the market. These are based on 
the rate of inflation, increases awarded by the relevant 
peer group, individual performance and affordability. 
To maintain appropriate remuneration competitiveness 
relative to the labour market, individual remuneration 
is reviewed regularly and annual increases take effect 
on 1 July.
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Variable pay
Variable pay is intended to encourage particular 
behaviours and obtain desired results within the agreed 
risk appetite framework. The SA Corporate team’s 
variable pay is determined by OMP’s variable pay pools.

Distribution of these funds is at the discretion of OMP and 
is based on individual performance relative to the agreed 
deliverables that are aligned to the Fund’s strategy. 
To take full cognisance of long-term sustainability of 
performance, a portion of the variable pay earned above 
a threshold is deferred and remains at risk over a future 
settlement period.

The components of variable pay that make up the various 
percentages of the total allocation are as follows:

 � Short-Term Incentive (“STI”) – a cash component 
subject to the requirements of normal tax.

 � Medium-Term Incentive (“MTI”) – an allocation and 
election of SA Corporate Units and other Old Mutual 
Unit Trusts.

 � Long-Term Incentive (“LTI”) – an allocation and 
election of Old Mutual Plc shares.

To ensure further alignment to SA Corporate, allocations 
of Old Mutual Plc LTI’s have been replaced with  
SA Corporate MTI’s for Fund-dedicated staff.

Remuneration policy from 2014 onwards
With the assistance of PwC as remuneration consultant, 
the Remuneration Committee considered the total 
reward and incentive structure of all Manco staff, with 
a particular focus on executive and senior management 
remuneration. This review was necessitated by the 
management remuneration in light of the internalisation 
of Manco functions. SA Corporate is thus in the process 
of finalising a new internal remuneration policy which 

has been designed as a result of the total reward review 
process undertaken in the financial year under review.

Remuneration of executives and senior managers is 
based on a number of core principles, namely:

1.    Sustainable value creation
 � Remuneration to executives should be fair and 

responsible.

 � Remuneration policies and practices relating to 
executives must be designed to create sustainable 
value for the Fund over the long term, through 
the reward of behaviour which drives the strategic 
objectives of the Fund.

 � The pay-out of the majority of variable incentives 
should be dependent on sustained performance over 
the long-term, measures against appropriate stretch 
targets and verifiable performance conditions set by 
the Remuneration Committee.

2.    Appropriate pay-mix
 � Remuneration should be delivered in the form of 

an appropriate pay-mix between fixed and variable 
pay, as well as between remuneration elements.

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

 � The elements of remuneration forming the pay-mix 
should take into consideration the risk tolerance 
of the Fund, and should not encourage behaviour 
which is contrary to the risk appetite of the Fund.

 � The on-target pay mix for the Managing Director 
(“MD”) and Financial Directors (“FD”) are as follows:

Md on-target pay mix

tgp

sti

ltiv

36%

28%
36%

45%

22%

33%

Fd on-target pay mix

tgp

lti

sti

3.   Transparent alignment of remuneration
 � Remuneration should be transparently aligned with 

overall corporate strategy, pay policies to other 
employees, and the overall cost to unitholders.

 � Remuneration should be appropriate in terms of 
overall Fund performance;

 � Regular and transparent dialogue with unitholders 
surrounding remuneration matters should be 
maintained.

4.   Regular annual review
 � All remuneration elements should be assessed and 

analysed annually by the Remuneration Committee 
to determine that they remain competitive and 
appropriate.

 � Variable pay targets should be closely considered 
for each allocation in terms of the short-term and 
long-term incentives, and where appropriate the 
risk-based monitoring of bonus pools and long-
term incentives should be undertaken by the 
Remuneration Committee.

 � Short- and long-term incentives should be regularly 
reviewed to ensure that they continue to provide  
unitholder value.

 � The quantum of executive and senior remuneration 
should be annually benchmarked to ensure that it 
remains appropriate in terms of market comparators.

remuneration report - Continued



55sa corporate real estate fund | integrated annual report 2013

Components of 2014 remuneration
The elements of executive and senior management remuneration which will apply from the 2014 year forward are 
summarised in the table below.

eleMentS oF ReMuneRAtIon deSCRIPtIon

Fixed Guaranteed pay The fixed element of remuneration is referred to as total guaranteed pay (“TGP”). This amount 
of guaranteed pay represents the base salary and all benefits, pension contributions, medical aid 
contributions and life and disability benefit cover.

Variable Variable Annual short-
term incentive (“STI”)

Executives and selected senior managers are eligible to receive an annual STI paid in cash, which 
is based on the achievement of predetermined key performance areas (“KPAs”). The financial 
measures have a 70% weighting and the non-financial have a 30% weighting. Each of the KPAs 
have a threshold, target and stretch level of performance.
The MD’s on-target STI percentage is 75% of TGP and that of the FD is 50% of TGP.

Forfeitable Unit Plan 
(“FUP”)

The new share plan will be tabled for shareholder approval at the upcoming annual general 
meeting. A summary overview is provided below and the salient terms are set out in ordinary 
resolution number four of the Notice of the Annual General Meeting.

long-term incentive plan

FoRFeItAble unIt PlAn (“FuP”)

Background Due to the internalisation of the Manco function, the Company intends to implement the FUP to replace the 
Old Mutual incentive structures which senior management previously participated in. 

Participants Executive directors and selected senior management 

Purpose and Operation The rationale behind the introduction of the FUP is to align Participants closely with unitholders through the 
award of three types of instruments:
Performance Units, the vesting of which are subject to pre-determined 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 stretching Performance Conditions;
Retention Units, 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 the Company’s and unitholders’ strategic and 
financial interests that a specific individual is retained; and/or
Matched Units, the vesting of which are subject to the Participant satisfying the holding of a minimum 
number of units, whether acquired from Participants’ own resources, or from a bonus deferral, or any 
other method (“Minimum Unit Holding Condition”) for the duration of the Employment Period, and which 
are aimed at encouraging senior executives to build up a unit holding in the Company, and to align the real 
risk of senior executives to that of the unitholders. A Participant may at his election dispose of the units 
held under the Minimum Unit Holding Condition at any stage before the expiry of the Employment Period. 
However, if the units are disposed of, the Participant will forfeit his right to Matched Units in relation to the 
units so withdrawn.

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

Performance measures relating 
to Performance Units

It is envisaged that for the first award of Performance Units the Performance Condition will constitute:
Growth in distributions relative to the SAPY index (50% weighting);
Unit price performance measured relative to the SAPY index (30% weighting);
Average personal performance over the vesting period (20% weighting).

Performance period The performance conditions are measured over a three-year period, commensurately with the financial 
years of the Fund.

Minimum Unit Holding 
Requirement relating to 
Matched Units

Participants will be required to invest a minimum of 50% of their total guaranteed pay in units. The 
investment can be from the Participants’ own funds, from pre-tax deferral of participants’ short-term 
incentive bonus, or from pledging to hold units from the FUP

Company and individual limits The limit for the FUP is 59 402 790 units, representing 3% of the issued capital.

directors’ fees
Currently, non-executive directors’ fees comprise a combination of an annual retainer, in recognition of their ongoing 
fiduciary duties and responsibilities, and an attendance fee per meeting. The only exception is the Chairman of the 
Board, who receives a retainer on a pro-rata monthly basis. Directors who serve on Committees are paid attendance 
fees at agreed rates. In addition, attendance fees for ad-hoc meetings are paid at a lower rate for meetings of less 
than two hours.

Directors’ fees for 2013 were benchmarked against peers in the listed property sectors and the Institute of Directors’ 
non-executive directors fee survey.

The Board recommends Directors’ remuneration for approval at the shareholders’ AGM.
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directors’ Fees:

boARd MeMbeR
boARd
R000

AudIt
R000

RAC
R000

InveSt
 R000

noMInAtIon & 
ReMuneRAtIon

 R000
SeeC
R000

totAl
2013
 R000

totAl
2012
R000

Non-executive

R J Biesman-Simons 158 62 40 60 43 363 264

G P Dingaan 140 45 15 200 170

K J Forbes 145 52 15 66 278 177

P A Levett 115 54 20 189 168

S H Mia 145 68 213 161

J Molobela 127 24 151 –

R Morar  
(resigned 28 February 2014)

140 16 30 186 142

E S Seedat 145 60 30 36 271 196

M M Ngcobo (resigned) – 24

K M Roman (resigned) – 117

W C van der Vent (resigned)* – 55

G van Zyl* (resigned) 70 24 94 12

Executive

T R Mackey* 145 30 24 199 9

A M Basson* 145 30 24 199 132

G van Zyl* (resigned as MD) – 78

L B van Niekerk (resigned)* – 49

Totals 2 343 1 754

* Fees accrue to the corporate entity where the Director is employed.

executive directors
The Commmitee does not determine remuneration as executives are employed by OMP. The Nomination and 
Remuneration Committee annually reviews the performance of the executive Directors and OMP reports on their 
remuneration packages at its August meeting.

For the year ended 31 December 2013, the Committee was concerned that that the executives’ remuneration 
packages were not market related. Despite certain concerns regarding alignment of interests, the Committee agreed 
that they are held to account through their OMP performance contracts and are incentivised to achieve the strategic 
objectives of the Fund. The quantum of the total reward packages are currently under review.

The Fund does not currently offer a share incentive scheme, but the Forfeitable Unit Plan as outlined on page 53 is 
planned for implementation in 2014.

The MD and FD have indefinite contracts. The MD has a three-month notice period. The FD has a one-month notice 
period, however it has been agreed that it will increase to three months after the internalisation of the Manco.

executive directors’ remuneration:

nAMe
tgP

 R000
StI

R000
ltI/MtI

R000
2013
R000

2012
R000

L B van Niekerk# – 2 739

G Van Zyl$ – 677

T R Mackey* 1 854 326 245 2 425 750

A M Basson 1 441 339 226 2 006 1 669

Total 3 295 665 471 4 431 5 835

Notes:

2012’s Variable Pay allocation (STI/LTI/MTI) is paid in March 2013. 
# Len van Niekerk resigned on 14 May 2012 and his remuneration for 2012 includes notice pay.  
$  Gerhard van Zyl was appointed on 1 June 2012 and resigned as Managing Director on 6 December 2012. He subsequently resigned as a non-executive Director 

on 3 June 2013.
* Rory Mackey was appointed Chief Operating Officer on 1 August 2012 and as Managing Director on 6 December 2012.

remuneration report - Continued
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the demographics of the board and SA Corporate team are set out below:

CAtegoRy totAl MAle FeMAle
WeSteRn

CAPe gAuteng
kWAZulu-

nAtAl blACk

blACk AS A 
PeRCentAge 
oF totAl

Non-executive Directors 8 7 1 2 3 3 5 63%

Executive directors 2 1 1 1 1 – 1 50%

Total board includes: 10 8 2 3 4 3 6 60%

Black people 6 4 2 1 3 2 6 100%

Black women 2 – 2 1 1 – 2 100%

Senior management (R400k plus) 6 5 1 5 1 – 2 33%

Other management (R200k – R399k) 6 – 6 6 – – 5 83%

Total 22 13 9 14 5 3 13 59%

* = Includes executive directors

Ratio of basic remuneration of women to men by employee category by significant locations of 
operations.

MAle FeMAle WeSteRn CAPe gAuteng

Executive Directors 56% 44% 44% 56%

Senior management (R400k plus) 88% 12% 74% 26%

Other management (R200k – R399k) 0% 100% 100% 0%

Thank you to the Chairman of Nomination matters, our fellow Committee members and executives for their continued 
commitment and the valuable support they offer the Committee and the Fund.

R J Biesman-Simons
Chairman: Remuneration matters

1 Holwood Park, 
Umhlanga Ridge
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unitHolder information

distribution declaration

Share code SAC

ISIN ZAE000083614

Distribution number 38

Distribution per unit 16.47 cents

Declaration date Monday, 3 March 2014

Last date to trade cum-distribution Thursday, 20 March 2014

Units commence trading ex-distribution Monday, 24 March 2014

Record date to participate in distribution Friday, 28 March 2014

Distribution payment date Monday, 31 March 2014

Unit certificates may not be dematerialised or re-materialised between Monday, 24 March and Friday, 28 March 2014, 
both days inclusive.

distribution planning dates
for the financial year ended 31 December 2014

InCoMe dIStRIbutIon PeRIod
dIStRIbutIon 

AnnounCeMent

lASt dAte to 
tRAde CuM-

dIStRIbutIon
unItS WIll tRAde 
eX-dIStRIbutIon

ReCoRd dAte to 
PARtICIPAte In 

the dIStRIbutIon
PAyMent oF 
dIStRIbutIon

1st half to 30 June 2014 26 August 2014 18 September 2014 19 September 2014 26 September 2014 29 September 2014

2nd half to 31 December 2014 2 March 2015 19 March 2015 20 March 2015 26 March 2015 30 March 2015

unit price performance and tradeability
The movement in unit price and the monthly trades in SA Corporate units for the year are set out in the graph and 
table below. 

Pe
rc

en
ta

ge
 o

f 
nu

m
be

r 
of

 u
ni

ts
 in

 is
su

e

Ce
nt

s 
pe

r 
un

it
 (

cp
u)

6

5

4

3

2

1

0

Ja
n 

20
13

Fe
b 

20
13

M
ar

 2
01

3

Ap
r 

20
13

M
ay

 2
01

3

ju
n 

20
13

ju
l 2

01
3

Au
g 

20
13

Se
p 

20
13

O
ct

 2
01

3

N
ov

 2
01

3

d
ec

 2
01

3

SAC volume traded (millions) Month end close (cpu)

460

440

420

400

380

360

340
2% 2% 5% 5% 5% 3% 3% 4% 3% 3% 2%4%

R1
51

.3
m

R2
93

.0
m

R1
47

.2
m

R4
46

.4
m

R3
57

.6
m

R3
24

.4
m

R2
23

.8
m

R2
47

.1
m

R2
76

.0
m

R2
29

.9
m

R2
20

.2
m

R1
77

.9
m



59sa corporate real estate fund | integrated annual report 2013

During the year, 776 million units (39.1% of unit in issue) with a value of R3.1 billion were traded. 

Month
hIgh
CPu

loW
CPu

RulIng
CPu unItS tRAded vAlue tRAded Rm

Jan-13 384 351 374  40 841 174  151.3 

Feb-13 410 368 402  76 179 326  293.0 

Mar-13 440 387 432  36 127 388  147.2 

Apr-13 455 404 438  104 296 479  446.4 

May-13 468 383 389  82 136 784  357.6 

Jun-13 427 330 394  83 788 232  324.4 

Jul-13 465 365 387  56 982 280  223.8 

Aug-13 400 348 384  65 990 423  247.1 

Sep-13 420 377 400  70 070 240  276.0 

Oct-13 407 380 401  58 316 776  229.9 

Nov-13 410 383 395  55 555 067  220.2 

Dec-13 410 362 399  45 739 840  177.9 

 776 024 009  3 094.8 

Opening price 02 January 2013 R 3.62

Closing price 31 December 2013 R 3.99

Closing High for the year R 4.58

Closing Low for the year R 3.52

diVidend yield

9

8

7

6

5
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proVisional results presentations
Interim results presentation – Cape Town Tuesday, 26 August 2014

Interim results presentation – Johannesburg Wednesday, 27 August 2014

Year-end results presentation – Cape Town Monday, 2 March 2015

Year-end results presentation – Johannesburg Tuesday, 3 March 2015

annual general meeting
Next Unitholder AGM – Cape Town Thursday, 15 May 2014
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unitHolder profile
The major unitholders are set out in the table below:

beneFICIAl unItholdeRS holdIng 5% oR MoRe totAl holdIng % held

Government Employees Pension Fund 520 972 301 26.31%

Coronation Fund Managers 151 329 942 7.64%

Stanlib 108 453 489 5.48%

total 780 755 732 39.43%

InveStMent MAnAgeRS 5% oR MoRe totAl holdIng % held

Public Investment Corporation 524 341 303 26.48%

Coronation Fund Managers 194 604 829 9.83%

Stanlib Asset Management 153 258 936 7.74%

Prudential Portfolio Management 127 406 627 6.43%

total 999 611 695 50.48%

Analysis of unitholders by size of holding is contained in the table below:

unItholdeR SPReAd
nuMbeR oF

unItholdIngS
% oF totAl

unItholdIngS unItS held % held

1 – 1 000 units 1 080 17.10% 374 627 0.02%

1 001 – 10 000 units 1 969 31.17% 10 923 908 0.55%

10 001 – 100 000 units 2 580 40.84% 85 611 329 4.32%

100 001 – 1 000 000 units 510 8.07% 158 919 791 8.03%

1 000 001 units and over 178 2.82% 1 724 263 359 87.08%

total 6 317 100.00% 1 980 093 014 100.00%

Analysis of unitholders by classification is contained in the table below:

dIStRIbutIon oF unItholdeRS
nuMbeR oF

unItholdIngS
% oF totAl

unItholdIngS unItS held % held

Collective Investment Schemes 182 2.88% 816 617 234 41.24%

Organs of State 3 0.05% 545 328 776 27.54%

Retirement Benefit Funds 166 2.63% 226 210 631 11.42%

Custodians 49 0.78% 96 539 259 4.88%

Retail Unitholders 4 721 74.73% 85 767 026 4.33%

Assurance Companies 30 0.47% 61 990 258 3.13%

Trusts 839 13.28% 61 692 480 3.12%

Foundations & Charitable Funds 89 1.41% 17 663 301 0.89%

Private Companies 80 1.27% 15 207 149 0.77%

Stockbrokers & Nominees 18 0.29% 12 844 853 0.65%

Scrip Lending 7 0.11% 12 722 559 0.64%

Medical Aid Funds 17 0.27% 7 666 367 0.39%

Public Companies 4 0.06% 4 358 088 0.22%

Managed Funds 7 0.11% 4 165 227 0.21%

Public Entities 3 0.05% 4 013 894 0.20%

Close Corporations 59 0.93% 2 748 101 0.14%

Hedge Funds 2 0.03% 1 605 618 0.08%

Investment Partnerships 21 0.33% 1 446 055 0.07%

Insurance Companies 9 0.14% 898 743 0.05%

Share Schemes 8 0.13% 490 337 0.02%

Unclaimed Scrip 3 0.05% 117 058 0.01%

total 6 317 100.00% 1 980 093 014 100.00%

unitHolder information - Continued



61sa corporate real estate fund | integrated annual report 2013

Analysis of unitholders by public and non-public holders is contained in the table below:

unItholdeR tyPe
nuMbeR oF

unItholdIngS
% oF totAl

unItholdIngS unItS held % held

non-public unitholders  12 0.19%  521 642 638 26.34%

Directors and associates of the company (direct holding)  1 0.02% 130 000 0.01%

Directors and associates of the company (indirect holding)  1 0.02% 50 000 0.00%

Holders holding more than 10%

Government Employees Pension Fund  2 0.03% 520 972 301 26.31%

Unit Schemes 

Old Mutual Medium-term Incentive Trust  8 0.13% 490 337 0.02%

Public unitholders 6 305 99.81% 1 458 450 376 73.66%

total  6 317 100.00% 1 980 093 014 100.00%

holdIng by RegIon unItS held % held

South Africa 1 845 167 355 93.19%

United States 55 158 689 2.79%

Namibia 28 563 922 1.44%

United Kingdom 27 657 557 1.40%

Belgium 12 578 308 0.63%

Other 10 967 183 0.55%

total 1 980 093 014 100.00%
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glossary

bbbee
Broad-based Black Economic Empowerment  
(BEE Black Economic Empowerment).

bps
Basis points expressed as a hundredth of a percentage.

broll
Broll Property Group Proprietary Limited, SA Corporate’s 
property manager.

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

CISCA (the Act)

Collective Investment Scheme Control Act, No.45 of 2002.

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;

 � any period when an issuer, or any listed major 
subsidiary thereof, or any of their listed securities, 
are either dealing with, or executing actions, which 
in terms of the JSE Listings Requirements are 
considered to be price sensitive.

Cpu
Cents per unit

Current historic yield
The distributions for the previous 12 months divided by 
the current unit price.

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 PUT 
i.e. net rental income after Fund expenses but excluding 
all items of a capital nature.

distribution
100% of the distributable earnings of the Group are 
required to be distributed to unitholders. The Fund 
does not pay any taxation and unitholders receive 
pre-tax rentals, interest and dividends on a conduit 

principle. Distributions are paid six monthly in March 
and September for the periods ending 31 December and 
30 June respectively.

distribution paid in advance/distribution contribution
When units are issued part way through a distribution 
period, those units are entitled to the full distribution 
on payment date. In order not to dilute existing 
unitholders distributions, new units 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.

dMtn

Domestic Medium-Term Note.

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

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

historic yield
The distributions for the previous 12 months divided by 
the closing unit price expressed as a percentage.

IFRS
International Financial Reporting Standards.

Income (dividend/distribution) yield
Distributions for the previous 12 months divided by 
the opening unit 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.

IPd
Investment Property Databank South Africa

JSe
Johannesburg Stock Exchange (“JSE”) Limited.

king III
King Code and Report on Corporate Governance for 
South Africa, 2009.

kPI
Key performance indicator

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 Limited.
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net asset value (“nAv”)
The net asset value of the Fund, expressed in cents per 
unit, is the net assets of the Fund divided by the units in 
issue at the end of the year.

net property expenses
Gross property expenses less recovery of property 
expenses.

oMIgSA
Old Mutual Investment Group South Africa Limited.

Premium/(discount) to net asset value
The difference between the price at which the units are 
trading and the net asset value, divided by the net asset 
value. A discount means that the units 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 45 to 48 of the Annual Financial Statements. 
The properties are either owned directly by the Fund or 
are held in 100% owned subsidiaries of the Fund. 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 October 2007, issued under section 12 of the 
Broad-Based Black Economic Empowerment Act, No. 53 
of 2003. The PSC is in the process of being migrated to a 
Code of Good Practice under section 9 of the Broad-Based 
Black Economic Empowerment Act, No. 53 of 2003.

SA Corporate will continue to be rated using the PSC and 
BBBEE Generic Code of 2007 until the PSC is aligned to 
the Amended Generic Code.

Put
Property Unit Trust, also known as a Collective 
Investment Scheme in Property.

oMP
Old Mutual Property Proprietary Limited, the asset 
manager of the Fund.

ReIt
Real Estate Investment Trust, which is a tax advantaged 
investment vehicle that invests in, and derives income 
from, real estate properties. Profits are taxed in the 
hands of investors.

SAPoA
South African Property Owners Association.

Standing 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  
standing portfolio.

Straight-line adjustment
An accounting adjustment required to smooth fixed 
escalated rental income and interest expense on stepped 
rate debt over the period of the lease/debt. For example 
if a lease is subject to an 8% annual escalation clause 
of 5 years, the cumulative accrued rental income over 
the 5-year period is divided by 5 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 investment portfolio
The property portfolio and other property-related 
investment.

total returns
Total returns are calculated as the income yield plus 
the capital return, assuming that the distributions are 
reinvested into units.

units
Due to the structure of the Fund as a Property Unit 
Trust, shares are referred to as units and unitholders as 
unitholders. Units are traded on the JSE in exactly the 
same way as shares in listed companies are traded.

vacancy as percentage of lettable space
Unoccupied space (excluding unoccupied spacein 
development buildings) in square metres divided by 
total lettable space.

vacancy as percentage of total income
Lost rental from unoccupied space (excluding unoccupied 
space in development buildings) divided by total rentals.
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administration

registered office
South Wing, First Floor 
Block A, The Forum 
North Bank Lane 
Century City 
7441  
Tel. +27 21 529 8410 
Fax. +27 21 529 8450

company secretary
Old Mutual Property Proprietary Limited 
Mutual Park 
Jan Smuts Drive 
Pinelands  
7405 
PO Box 333 
Mutual Park  
7451 
Tel. +27 21 530 4500 
Fax. +27 21 530 4620

asset manager
Old Mutual Property Proprietary Limited 
Mutual Park 
Jan Smuts Drive 
Pinelands  
7405 
PO Box 333 
Mutual Park  
7451

property manager
Broll Property Group Proprietary Limited 
First Floor 
27 Fricker Road 
Illovo 
2196 
PO Box 1455 
Saxonwold 
2132 
Tel. +27 (0)11 441 4000 
Fax. +27 (0)11 441 4203

auditors
Deloitte & Touche 
1st Floor, The Square 
Cape Quarter 
27 Somerset Road 
Green Point 
Cape Town  
8005

trustees
FirstRand Bank Limited 
3 First Place Bank City 
Cnr Simmons & Jeppe Streets 
2001 
PO Box 7713 
Johannesburg 
2000

transfer secretaries
Computershare Investor Services Proprietary Limited 
Ground Floor 
70 Marshall Street 
Johannesburg  
2001 
PO Box 61051 
Marshalltown 
2107 
Tel. +27 11 370 5000 
Fax. +27 11 688 5218

sponsors
Nedbank Capital, 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 
Ground Floor, Westerford  
240 Main Road 
Rondebosch  
7700 
PO Box 367  
Cape Town 
8000 

inVestor relations
Rory Mackey 
Tel. +27 11 783 7389 
Fax. +27 11 750 9098 
Email. info@sacorporatefund.co.za 
Website. www.sacorporatefund.co.za
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