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ABOUT THIS REPORT

As a responsible 
corporate citizen 
committed to 
accountability, 
Growthpoint 
strives to provide its 
stakeholders with 
the information 
they require which is 
substantial, relevant, 
understandable, 
comparable, and 
presented with both 
factual and ethical 
integrity.

To reduce paper usage and printing 
consumption, our Integrated 
Annual review and Annual Financial 
Statements are available on our 
website www.growthpoint.co.za. 
Our website also includes further 
details, descriptions and images of 
Growthpoint’s property assets.

THE 
GrOWTHPOINT 
PrOPErTIES 
INTEGrATED 
ANNUAl rEVIEW
buILdS On the fIRSt bASe eStAbLIShed In fY2010.

In preparing this report we have endeavoured to show a holistic and integrated representation
of the company’s performance in terms of both its profitability and its long-term sustainability.
This report aims to inform our stakeholders about the objectives and strategies of the company,
as well as its performance with regard to financial, human and environmental issues.

GROWTHPOINT’S REPORTING CONSISTS OF TWO REPORTS

ANNUAL FINANCIAL STATEMENTS (AFS)

The statutory Annual Financial Statements prepared in accordance with International Financial 
reporting Standards (IFrS), jSE listings requirements and the requirements of the Companies  
Act of 2008, as amended.

INTEGRATED ANNUAL REVIEW (IAR)

Incorporating an overview of our organisation, key operational matters, strategic intent, 
performance reviews including reports from our Chairman, Chief Executive Officer and the 
Financial review, sectoral reviews, corporate responsibility and our corporate governance and risk 
review.

The Integrated Annual review should be read together with the statutory Annual Financial
Statements which combined provide a complete overview of Growthpoint’s performance
and prospects.
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how to navigate  
this report:

To make it easy to read and navigate this 
report, we have incorporated a number  

of symbols.

CROSS–REFERENCE PAGE NUMBERS

We have made use of cross-referencing 
throughout this report to limit repeating  

information. These symbols show you  
where you can find related information  
and in which report you can locate it.

FURTHER READING ONLINE

Our website contains important and  
extended information. This symbol shows  
that you can find more information online.

COLOUR REFERENCES 

For quick reference, we have allocated  
different colours to each sector throughout 

this report:

retail

Office

Industrial

V&A Waterfront

GOZ

SCOPE OF REPORTING

This report covers the period from 1 july 2011 to 30 june 2012 and provides an overview of the 
operations, financial performance and integrated sustainability across all sectors and businesses in 
which Growthpoint has a stake.

MATERIALITy

The concept of “materiality” is fundamental to corporate reporting practice. To be effective, an 
annual report should provide information that is of value or material interest to the intended users 
of the report.

Growthpoint’s definition of materiality is based on a combination of the Global reporting 
Initiative (GrI) guidelines, International Financial reporting Standards (IFrS) and the  
September 2011 Discussion Paper of the International Integrated reporting Committee (IIrC).

Growthpoint has determined that materiality can best be described as those issues that reflect 
the organisation’s significant economic, environmental and social impacts whose omission or 
misstatement could substantively influence the assessment and decisions of linked unitholders 
and other stakeholders.

In defining materiality for our Integrated Annual review, Growthpoint is striving to bring together 
the material information about its strategy, governance, performance and prospects in a manner 
that reflects the commercial, social and environmental context within which it operates.

INTEGRATED REPORTING JOURNEy

Growthpoint started aligning its reporting with global standards of best practice in FY2010. This 
year, our reporting reflects our ongoing application and refinement of the integrated reporting 
process, including those standards set out in formal guidelines: Discussion paper “Framework for 
integrated reporting and the integrated report” issued by the South African Integrated reporting 
Committee (IrC), king III principles and the Global reporting Initiative (GrI). At the start of our 
journey, our integrated reporting team was steered by a number of external opinions on best 
practice, and to help us understand how to better achieve the objectives of integrated reporting.

We recognise that this is work in progress and we will endeavour to continue to improve our 
reporting, taking cognisance of feedback from our stakeholders.

ASSURANCE

In FY2011 we commenced with the development of a combined assurance model to enable 
our Audit Committee to express the view that they are satisfied that suitable assurance has 
been obtained for all material statements made in our Integrated Annual review. Some of the 
assurance is provided by external sources such as the company’s independent external auditor 
whilst other assurance is provided with reference to appropriate internal sources. Full assurance 
has been obtained where deemed necessary, but where this was not considered necessary, we 
have relied on limited assurance or our internal assurance processes.

RESPONSIBILITy STATEMENT

The Audit Committee and management acknowledges their responsibility to ensure the integrity 
of this report. The Audit Committee has applied its mind to the report and believes that it 
addresses all material issues, and presents fairly the integrated performance of the organisation.

This report was approved by the Audit Committee on 18 September 2012, and is signed on its 
behalf by:

CS Steyn LN Sasse
Chairman of the Audit Committee Chief executive Officer 

AFS IAR
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PERFORMANCE HIGHLIGHTS
COMPANy OVERVIEW
OUR BUSINESS MODEL
OUR BUSINESS STRUCTURE  
AND MANAGEMENT 
THE BOARD OF DIRECTORS
THE ExECUTIVE COMMITTEE
OUR KEy STAKEHOLDERS
VALUE ADDED STATEMENT

ORGANISATIONAL 
OVERVIEW

V&A WATErFrONT, CAPE TOWN
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Organisational Overview

PERFORMANCE HIGHLIGHTS

HIGHLIGHTS
OF 2012

Growthpoint’s 

FOrEIGN 
UNITHOlDING  
increases from 11.8% at june 2011 to 

15.3% at june 2012

Continued inclusion in jSE index of 

SOCIAllY 
rESPONSIblE 
INVESTmENTS 
(SrI)

GOZ ACQUIrES
office properties and developments totalling

AUD346,2 
MILLION

Current

DEVElOPmENT 
PIPElINE
of R1,6 BILLION

R1,5 BILLION 
ADDITIONAl 
INVESTmENT 
in Growthpoint Properties Australia (GOZ)

Distribution

GrOWTH OF
6.1%
to 139,0 cents per linked unit

Investors receive 

33.2% 
TOTAl rETUrN 
FOr THE YEAr

37.1% rETUrN
on R3,1 BILLION
investment in Growthpoint Properties 
Australia (GOZ) 

R959,9 MILLION 
CASH rETAINED 
through distribution reinvestment plan, 
supported by 42.0% of linked unitholders

Increased UNSECUrED 
lENDING to 39.0%  
of total rSA borrowings by increasing 
corporate bond programme by 

R1,5 BILLION

EQUITY OF
R1,8 BILLION
raised

INVESTmENT 
ANAlYSTS 2012 
AWArD
for best reporting and communication in the 
financial services sector

rEDUCTION IN 
SA VACANCIES
from 5.0% at june 2011 to 

4.0% at june 2012

Growsmart, an inter-schools  
competition, receives  a

NATIONAl 
AWArD and

THrEE 
INTErNATIONAl 
AWArDS
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WOODmEAD rETAIl PArk, WOODmEAD, GAUTENG

GROWING A PORTFOLIO OF QUALITy INVESTMENT PROPERTIES

TANGIblE ASSETS

june 
2008

june
2009

june
2010

june
2011

june
2012

28,825 30,632 36,057 47,129 54,339

60

50

billion

40

30

20

10

0

PROVIDING CAPITAL APPRECIATION OVER THE LONG-TERM

UNIT PrICE

june 
2008

june
2009

june
2010

june
2011

june
2012

1 110 1 300 1 552 1 831 2 300

2 500

cents

1 500

2 000

1 000

500

0

DELIVERING SUSTAINABLE DISTRIBUTION GROWTH

DISTrIbUTION PEr lINkED UNIT

2008 2009 2010 2011 2012

Final 55.4 58.3 62.1 67.1 71.2

Interim 51.1 56.3 59.1 63.9 67.8

140

120

100

cents

60

80

40

20

0

The largest listed property company on the jSE with tangible assets of r54,3. 

9.1% compound annual growth in linked unit price over the last five years.

8.3% average annual growth in distributions over the last five years.

106,5
114,6

121,2
131,0

139,0
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Measured by market 
capitalisation and total 
assets, we are the largest 
listed South African 
property company on 
the JSe, with a market 
capitalisation at  
30 June 2012 of
R40,1 billion

Our linked unit structure 
and distributions

Our capital structure comprises ordinary 
shares, which are linked to unsecured, 
subordinated, variable-rate debentures (or 
loans) in the ratio of one ordinary share of  
five cents to 10 debentures of 250 cents each. 
This means that each share may only be issued 
and traded on the jSE as a linked unit, together 
with the debentures to which it is linked.

The debenture portion of the linked unit earns 
interest at a variable rate. The interest comes 
from profits generated from rental streams 
from our property portfolio. We distribute 
nearly all our revenue profits, mainly through 
debenture interest, with the balance being 
paid out as a dividend. Distributions are paid 
twice during our financial year. These regular 
distributions provide sustainable annuity 
income. The share, or investment portion, of 
the linked unit provides capital appreciation 
over time.

For more information about our linked units 
and linked unitholders, please refer to:

GROwthPOInt PROPeRtIeS LIMIted IS A 

DIVErSIFIED PrOPErTY 
INVESTmENT COmPANY
Growthpoint Properties limited (Growthpoint) is a property investment holding company, incorporated and registered as a  
public company on 12 October 1987, and listed under the “Financial – real Estate” sector of the jSE limited (jSE).

We own and manage a quality portfolio of 

445 PROPERTIES
providing 5 444 860 square metres of retail, office and industrial space to leading  
South African and Australian businesses

Our total property assets are valued at

R53,1 BILLION
which includes Growthpoint’s 50% interest in the properties of the V&A Waterfront

Growthpoint’s 50% interest in the V&A Waterfront was valued at

R4,9 BILLION
Growthpoint is the only South African listed property company to be included in the  
jSE All Share Top 40 Companies Index (AlSI 40 Index) and jSE’s Socially responsible 
Investment (SrI) Index

During the year, we generated total revenue of 

R5,1 BILLION

We employ 457 people in 

THrEE rEGIONAl OFFICES 
and at various properties in South Africa

Organisational Overview

COMPANy OVERVIEW

AFS 
84

OFFICE

27.5%

INDUSTrIAl

13.7%

rETAIl

24.8%

V&A

9.3%GOZ

24.7%

GROWTHPOINT SECTORAL SPREAD By VALUE
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Organisational Overview

OUR BUSINESS MODEL

OWN 
To own a well-located, quality portfolio of retail, Office and Industrial properties 

EArN rENTAl 
To earn sustainable rental income by providing quality accommodation to a large and diverse 
base of financially sound tenants secured by long leases

mANAGE 
To manage our properties as owners and to invest the capital necessary to ensure our 
properties are well maintained, and that they operate at optimum efficiency 

INVEST 
To make strategic investments which improve the overall quality of the portfolio and ensure 
long-term capital appreciation 

FINANCE 
To access all available sources of funding in order to minimise the cost of capital while 
maintaining appropriate gearing levels 

DISTrIbUTE 
EArNINGS 
To grow our distributions per linked unit and to distribute these distributable earnings  
bi-annually to our linked unitholders 

INVESTEC OFFICES, SANDTON, GAUTENG
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Organisational Overview

OUR BUSINESS STRUCTURE AND MANAGEMENT

South African Portfolio (excluding V&A waterfront)

Growthpoint Properties Australia (GOZ)
GOZ is managed internally by its managing Director, together with a small executive team and  

their support staff. Certain property management functions are outsourced to third-party  
property management companies.

GOZ has its own board consisting of an independent Chairman and six non-executive directors,  
including three nominees of Growthpoint South Africa.

AUDIT COMMITTEE RISK COMMITTEE COMPLIANCE COMMITTEE
NOMINATION, 

REMUNERATION AND HUMAN 
RESOURCES COMMITTEE

AUDIT
COMMITTEE

RISK MANAGEMENT
COMMITTEE

PROPERTy
COMMITTEE

REMUNERATION
COMMITTEE

SOCIAL, ETHICS AND 
TRANSFORMATION 

COMMITTEE

eXeCutIVe COMMIttee

STRATEGIC MANAGEMENT AND MONTHLy MONITORING 
AND REVIEW OF PERFORMANCE

deAL fORuM

APPROVAL OF ACqUISITIONS, DISPOSALS, DEVELOPMENTS  
WITHIN THE LIMITS APPROVED By THE BOARD

V&A waterfront
The V&A Waterfront has its own management and staff. As joint owners, Growthpoint and the Government  
Employees Pension Fund (GEPF), represented by the Public Investment Corporation limited (PIC), are equally  

represented on the board of Directors and the Property Committee.

V&A CEO AND ExECUTIVE MANAGEMENT COMMITTEE

GROwthPOInt PROPeRtIeS GePf (represented by PIC)

V&A bOARd PROPeRtY COMMIttee

bOARd

bOARd
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GrOWTHPOINT’S 
POrTFOlIO

RETAIL OFFICE INDUSTRIAL V&A WATERFRONT AUSTRALIA

Asset value (rbn) 13,1 14,6 7,3 5,0** 13,1

Number of properties 47 130 226 1 41

Gross lettable area (GlA) in m² 975 373 1 156 944 2 219 781 192 086** 900 676

GlA as % of total portfolio (%) 17.9 21.2 40.8 3.5 16.6

Net property income (rm) 1 040 1 322 737 305** 906

Net property income (%) 24.1 30.7 17.1 7.1 21.0

Value per m² 13 477 12 613 3 267 25 770 14 565

Value (excl bulk) per m² (r) 13 462 12 363 3 222 22 503 14 565

Average gross rental 
(per m²/month) (r) 122 115 36 152 AUD142*

budgeted forward yield (%) 8.7 9.3 11.0 6.8 8.5

Average in-force escalations (%) 7.7 8.8 8.7 8.5 3.2

Weighted average lease 
period (years) 3.2 4.4 3.0 5.0 7.2

Property expense ratio (%) 27.8 22.8 21.8 26.0 10.4

Drivers Demand for retail 
space driven by retailer 
expansion strategies 
underpinned by 
population growth, 
wealth creation 
and consumer 
spend dynamics.

Changing business 
needs, business 
growth, international 
company operations 
in South Africa.

Distribution and 
warehousing 
requirements, import 
and export demands, 
manufacturing activity, 
motor trade dynamics, 
infrastructure spend.

retail and office 
drivers, international 
and local tourism 
and residential 
property market 
demand dynamics.

Distribution and 
warehousing 
demand driven by 
activity in the retail, 
manufacturing, import 
and export markets, 
and changing business 
needs and operations 
of corporate Australia.

* The rental for Australia is shown as average net rental per annum in AUD.
** represents 50% of the V&A Waterfront.

IS MAnAGed In fIVe PROPeRtY SeGMentS –  

RetAIL, OffICe, InduStRIAL, V&A wAteRfROnt

And GOZ. eACh IS fOCuSed On AChIeVInG SuStAInAbLe RentAL GROwth.

INDUSTRIAL: Supplies premises to industries 
in well-established industrial nodes, ranging 
from warehousing and showrooms to high-
tech manufacturing.

OFFICE: Accommodates businesses in a range 
of quality offices, from high-rise buildings and 
office parks to tailor-made, company-specific 
developments.

RETAIL: Provides leading retail accommodation 
to a diversity of retailers, restaurants and 
banks, mostly in regional shopping centres.

V&A WATERFRONT: Providing quality 
accommodation to a mix of retail, office, 
fishing, industrial and hotel tenants. This 
unique mixed-use property around Cape 
Town’s original harbour is SA’s premier tourist 
destination.

AUSTRALIA: A portfolio of high quality 
industrial warehouses and offices providing 
accommodation to predominantly blue-chip 
Australian businesses.
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THE BOARD OF DIRECTORS

Francois Marais (57)
Chairman
Independent non-executive
BCom, LLB, H Dip (Company Law)
Appointed to the board in 2003
Committees: Nomination, remuneration, 
standing invitation to risk management 
Committee meetings

A founding member of Glyn marais Inc. 

Norbert Sasse (47)
Chief Executive Officer
BCom (Hons) (Acc), CA (SA)
Appointed to the board in 2003
Committees: Participates in all committee 
meetings by invitation

Experience in corporate finance dealing with 
listings, de-listings, mergers, acquisitions 
and capital raising. Director of metboard 
Properties ltd, Paramount Property Fund 
ltd, Growthpoint Properties Australia, 
Growthpoint management Services  
(Pty) ltd

Herman Mashaba (53)
Deputy Chairman
Non-executive, BEE structure stakeholder
Appointed to the board in 2006
Committees: Nomination, remuneration

Founder of black like me Products.
Executive Chairman of lephatsi 
Investments (Pty) ltd and non-executive 
director of black like me (Pty) ltd, 
Stefanutti Stocks Holdings ltd and  
PG Group (Pty) ltd. Chairman of the Free 
market Foundation and past chairman of 
the Institute of Directors in Southern Africa 

Estienne de Klerk (43)
Executive Director
BCom (Industrial Psych), BCom (Hons) 
(Marketing), BCom (Hons) (Acc), CA (SA)
Appointed to the board in 2008
Committees: Participates in all committee 
meetings by invitation

Extensive experience in listed property, 
involved in bEE transactions, mergers 
and acquisitions. Director of metboard 
Properties ltd, Paramount Property Fund 
ltd, Growthpoint Properties Australia, 
Growthpoint management Services  
(Pty) ltd

Hugh Herman (71)
Independent non-executive
BA LLB
Appointed to the board in 1995
Committees: Property, remuneration

Former Chairman of Investec bank (Uk) 
ltd, Investec plc and Investec ltd. Director 
of Pick ’n Pay Holdings ltd and Pick ’n Pay 
Stores ltd

Mpume Nkabinde (52)
Independent non-executive
MBA, Honours in HRD, Diploma in Adult 
Education, Diploma in Property Development 
and Management
Appointed to the board in 2009
Committees: risk, Social and Ethics

Co-founder and managing Director of Sigma 
lifts and Escalators (Pty) ltd. Director of 
Finlay and Associates and Cities Hub Africa. 
Trustee of the Otis Pension and Provident 
Fund (Pty) ltd

Ragavan Moonsamy (48)
Non-executive, BEE structure stakeholder
Appointed to the board in 2005
Committees: Property, Social and Ethics

Founder of kascara Financial Services (Pty) 
ltd. Chief Executive of UniPalm Investments 
(Pty) ltd. Director of Afripalm (Pty) ltd

John Hayward (61)
Independent non-executive
BSc (Hons)
Appointed to the board in 2001
Committees: Audit, risk

Fellow of Institute of Actuaries, 25 years’ 
experience of investment and investment 
related activities

IAR
103

Attendance at meetings
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Colin Steyn (71)
Independent non-executive
FCIS, Senior Management Programme Harvard 
University
Appointed to the board in 2001
Committees: Audit, Property

Formerly Chairman of barprop ltd. Former 
President of SAPOA

Frederick Visser (60)
Independent non-executive
BCom (Hons)
Appointed to the board in 2003
Committees: risk, remuneration

Chief Executive Officer of mine Pension 
Funds

Mzolisi Diliza (63)
Non-executive, BEE structure stakeholder
BCom, Bachelor of Business Management and 
Administration (Hons)
Appointed to the board in 2001
Committees: Social & Ethics, Property

Executive Chairman of Strategic 
Partnership Group (Pty) ltd, Chairman 
black management Forum (border branch), 
former Chief Executive of the Chamber of 
mines of South Africa 

Lynette Finlay (52)
Independent non-executive
BCompt (Hons), CA (SA)
Appointed to the board in 2009
Committees: Audit, Social and Ethics

Chief Executive Officer of Finlay and 
Associates, first woman president of 
SAPOA, co-founding member of Noah and 
trustee of the Noah Sustainability Trust 
and the Woman’s Property Network Trust. 
Former board member of the Property 
Services SETA 

Peter Fechter (66)
Independent non-executive
BSc (Eng)
Appointed to the board in 2003
Committees: Audit, Property

more than 40 years’ experience in 
construction, property development, 
management and investment

Jan Strydom (73)
Independent non-executive
MCom (Acc), CA (SA)
Appointed to the board in 2003
Committees: Audit, risk

Co-founder of Strydom’s Incorporated, 
a firm of Chartered Accountants 
specialising in business valuations, forensic 
investigations, litigation support and 
arbitrations. Non-executive director of 
mTN Group ltd, Afrisam ltd and the Public 
Investment Corporation ltd and senior 
member of the Special Income Tax Court
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THE ExECUTIVE COMMITTEE (ExCO)

Norbert Sasse (47)
Chief Executive Officer
BCom(Hons) (Acc), CA (SA)

Nine years’ experience in listed property

Stephan le Roux (54)
Divisional Director - Retail portfolio
BCom (Acc), BArch Studies

Twenty six years’ experience in the property 
industry

Estienne de Klerk (43)
Executive Director
BCom (Industrial Psych), BCom (Hons) 
(Marketing),BCom (Hons) (Acc), CA (SA)

Nine years’ experience in listed property

Alec Davis (47)
Chief Information Officer
BCom (Hons) (Acc), CA (SA)

Twenty one years’ IT and financial 
experience

Nadine Kuzmanich (41)
Head of Marketing and Communication

marketing career spans twenty years

Bongani Phakathi (41)
Head of Human Resources
BCom

Hr career spans eighteen years



17Growthpoint Properties Limited Integrated Annual Review 2012

hOw IS OuR teAM 
MeASuRed?

Each employee is tasked with an area of 
responsibility which encompasses a number 
of key activities. These key activities form 
the basis for determining a person’s key 
performance areas (kPAs) and related key 
performance indicators (kPIs). Performance 
against these kPAs is evaluated on an annual 
basis, whilst kPIs are monitored on a more 
frequent basis, i.e. monthly or at least 
quarterly.

The performance of our team during FY2012 
relative to the company’s objectives, is set out 
in Our Strategic Intent section.Rudolf Pienaar (52)

Divisional Director – Office portfolio

Twenty six years’ experience in the property 
industry

Engelbert Binedell (42)
Divisional Director – Industrial portfolio
BA (Ed), MBL

Fifteen years’ experience in the property 
industry

Greg de Klerk (56)
Regional Head – KwaZulu-Natal
FCIS

Twenty one years in the property industry

David Stoll (53)
Regional Head – Cape Town
BCom (Hons) (Acc), CA (SA)

Twenty one years’ property-related 
experience

IAR 
30
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Stakeholder Interaction Stakeholder Interaction

Investors •	 Presentations
•	 Roadshows
•	 One-on-one	meetings
•	 JSE	SENS	announcements	
•	 Media	announcements
•	 Website
•	 Webcasts

Government and regulatory 
bodies

•	 	Formal	responses	on	policy	and	
regulation 

•	 Joint	initiatives	for	industry	
solutions

•	 BEE	scorecards
•	 Employment	equity	reports
•	 Tax	returns

Employees •	 Newsletters	(e-mail)
•	 Intranet
•	 Presentations
•	 Equity	forum
•	 Induction,	training	and	

development
•	 Organisational	effectiveness	

survey
•	 Wellness	days

Business partners –
Property brokers

•	 Website
•	 Incentive	programmes
•	 Twitter	and	Facebook
•	 One-on-one	presentations	and	

engagement

Business partners – Tenants •	 Personal	interaction	and	
meetings

•	 Information	events
•	 On-site	property	teams
•	 Operational	notices
•	 Safety	notices	and	practice	

drills
•	 Print	communication

Communities •	 CSI	initiatives	in	general
•	 CSI	initiatives	at	our	properties
•	 Bursaries
•	 Environmental	initiatives
•	 Involvement	in	city	

improvement districts in various 
cities

•	 Waste	recycling	projects

Business partners – Suppliers •	 Request	for	Proposals	 
(rFPs)

•	 Preferential	payment	terms
•	 Property	Point	enterprise	

development programme

Providers of finance •	 Semi-annual	results	
presentation

•	 Roadshows
•	 One-on-one	meetings
•	 JSE	SENS	announcements
•	 Media	announcements
•	 Website

Industry and business 
organisations

•	 Active	involvement	on	boards	
and committees

•	 Presentation	at	conferences	and	
congresses

•	 Involvement	in	Property	Loan	
Stock Association (PlSA)

•	 Involvement	in	Real	Estate	
Investment Trust (rEIT) PlSA 
sub-committee

Organisational Overview

OUR KEy STAKEHOLDERS

OuR StAKehOLdeRS’ CAteGORIeS And OuR APPROACh tO enGAGInG wIth 
eACh Of theM IS PReSented beLOw:
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Organisational Overview

VALUE ADDED STATEMENT

2012 2011 2010 2009 2008

Rm Rm Rm Rm Rm

revenue 5 519 4 435 3 956 3 211 2 713

Property and other operating expenses (770) (623) (567) (486) (432)

Value added 4 749 3 812 3 389 2 725 2 281

Finance income 180 106 144 230 173

Wealth created 4 929 3 918 3 533 2 955 2 454

Investors in linked units 2 395 2 072 1 876 1 615 1 364

Providers of debt 1 710 1 253 1 174 989 781

Government and regulatory bodies 363 320 289 205 188

Employees 279 202 158 146 121

minority interest holders 182 71 36 – –

Wealth distribution  4 929 3 918 3 533 2 955 2 454

the VALue Added StAteMent RefLeCtS the VALue CReAted bY 
GROwthPOInt And the dIStRIbutIOn Of thAt VALue tO StAKehOLdeRS. 
thIS IS deteRMIned AS ReVenue LeSS PROPeRtY And OtheR OPeRAtInG 
eXPenSeS.

WEALTH CREATED AND DISTRIBUTED: 2012 (Rm) 
SPLIT PER STAKEHOLDER

WEALTH CREATED AND DISTRIBUTED: 2008 TO 2012 (Rm)

2 454 2 955 3 533 3 918 4 929

4 000

5 000

millions

3 000

2 000

1 000

0

  2008      2009      2010      2011      2012
Providers 
of debt 
34.7%

minority interest 
holders 
3.7%

Investors in 
linked units 
48.5%

Government and
regulatory bodies 
7.4%
Employees 
5.7%
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no score lower than 61% for any category. 
Our employees’ views on market branding, 
enjoyment of work, values and physical work 
environment received the highest scores again. 

This year also reflected a significantly higher 
response rate of 83%, from 77% last year. 
The results confirm the fundamental building 
blocks are in place and we continue to create 
the work environment which we set out 
to provide. In the coming year we will give 
greater emphasis to qualitative focus groups 
and action plans arising from the survey, to 
improve employees’ perception and experience 
of Growthpoint. 

human resources 
management system

Supporting sound human resources practices 
by line managers, we continue to roll out our 
online Hr system. It gives all employees the 
access and ability to manage their personal 
non-payroll information. The online process 
lessens paper use, ensures quicker turn-around 
time and improves audit ability. An added 
focus is training for employees, in both literacy 
and basic IT skills. This provides a life skill to 
individuals and allows a greater number of 
staff members to migrate to the online service 
platforms.

employee value 
proposition

We continue to develop our employee value 
proposition, shaped to grow a company with 
skills matched to those needed to deliver 
Growthpoint’s strategy and objectives.

besides creating a working environment 
that fosters performance, we encourage and 
support further development and learning. This 
nurtures a foundation of skilled employees and 
leaders, both now and in the future, and drives 
diversity.

We are actively striving to employ more staff 
from previously disadvantaged groups, as well 
as to improve gender representivity. 

We aim to create an environment in which our 
people can excel and develop.

We strive to offer a productive and 
performance-driven environment, which 
provides competitive, fair recognition and 
rewards. This allows us to attract and keep the 
best people with the right skills in a market 
where skills are scarce.

Caring for our staff is an important part 
of bringing about a sense of belonging, 
especially in difficult times. We do this 
through our approach to People management, 
our Employee benefit Design, Employee 
Assistance initiatives and insured benefits. 
Our people continue to care and support each 
other, through their participation in social 
investment initiatives like the HAlO (Helping 
and loving Others) programme, run by staff, 
and supporting corporate initiatives such as 
Growthpoint’s project for Stop Hunger.

Overview

This year we finally achieved our long-standing 
objective of fully incorporating all employees 
into one employing entity, Growthpoint 
management Services. Our staff survey 
retained a favourable score of 67% (FY2011: 
68%). The response rate increased from 77% 
to 83% across all staff. We reviewed our 
remuneration philosophy and strategy to 
ensure it is in line with market developments, 
and to better align performance awards to key 
Performance Indicators (kPIs).

Our core values – 
achievements

living Growthpoint’s values and improving 
our people management practices are 
important to us. We conducted our second 
formal assessment of employees’ views of the 
company with our organisational effectiveness 
survey in march 2012. Staff members rated 
how we live Growthpoint’s values, our people 
management practice and perceptions of 
our employer brand. The results reflect an 
overall favourable score of 67%, comparable 
with the 68% score in FY2011. We achieved 
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OUR EMPLOyEES

457 
employees

93 
people employed in our head office providing 
corporate or shared services

364 
people are employed in our regional or sector 
business units (SbUs), dedicated to the 
operations of our three sectors, or regional 
offices

r6,78 million 
net property income per employee

9.2% 
total staff movement (including retirements)

r3,98 million 
distribution per employee

67% 
organisational effectiveness overall score

83%  
Participation 
rate 
Organisational Effectiveness Survey

OuR PeOPLe ARe An 
IMPORtAnt ASSet
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•	 Financial	management	with	specific	
reference to loan to value ratios, debt 
management and debt expiry profiles, 
interest rate hedging, secured versus 
unsecured debt and an independent agency 
rating.

Over and above the aforementioned and 
in addition thereto, the board of Directors 
of Growthpoint has resolved to propose an 
Outperformance and long-Term Incentive 
(OlTI) scheme, designed to reward the 
executive directors and management over the 
long term.

It is anticipated that the OlTI scheme will 
provide major long-term retention benefits to 
the company with regard to executive directors 
and management and a proposal in this regard 
is expected to be finalised in the next six 
months, which will be subject to shareholder 
approval at a General meeting.

Non-executive director fees are reviewed 
annually and proposed at annual general 
meetings for approval. The 2012 review 
process also entailed the benchmarking of 
remuneration for Growthpoint’s non-executive 
directors, including the Chairman, and a 
decision was taken to use the same comparator 
group for this purpose as was used for the 
executive directors.

The remuneration of non-executive directors 
will, in future, be targeted at the median of the 
comparator group as opposed to the upper 
quartile of a broad benchmark universe, and 
the fees will continue to comprise an annual 
retainer component and attendance fee for 
scheduled meetings. The fees structure is 
reflected in the Directors’ remuneration 
section of the Annual Financial Statements. 
Non-executive directors are compensated 
for travel and subsistence on offical business 
where necessary and to attend meetings.

On an annual basis the non-executive 
directors’ fees are reviewed and proposed  
at the Annual General meeting for approval.

Growthpoint’s philosophy on remuneration 
recognises that remuneration, together with 
other human resource policies, practices and 
organisational initiatives (including non-cash 

property company) being identified as the basis 
for benchmarking the overall remuneration 
packages of the executive directors and it is our 
intention to continue to use this comparator 
group as the reference for benchmarking for at 
least the next two years.

remuneration packages for members of 
Growthpoint’s Executive Committee were 
benchmarked against a different comparator 
base including mainly other large and medium 
sized listed property companies, as well as a 
very broad benchmark universe supplied by 
21st Century Pay Solutions Group and  
PE Corporate Services.

The revised remuneration philosophy and 
policy for the executive directors as well as 
executive management introduces a more 
conscious focus on the make-up of the pay-mix 
between fixed and variable pay, as opposed 
to merely ensuring market competitiveness. 
The variable pay component has more clearly 
defined performance hurdles linked to a set of 
seven key Performance Areas (kPAs) which are 
measured in terms of a set of key performance 
indicators and ratios. The variable pay 
component, in the form of a bonus, will have 
a retention element to it in that a portion of 
that bonus will be deferred for conversion into 
Growthpoint linked units for future vesting, 
over a three year period, creating a stronger 
alignment of interest between the executive 
directors, executive management and linked 
unitholders of the company.

The seven kPAs that will be taken into account 
in the overall performance evaluation of the 
executive directors and management are:
•	 Total	shareholder	returns
•	 Return	on	equity	
•	 Distribution	per	linked	unit	compared	to	

budget and growth in distributions per linked 
unit

•	 Business	growth
•	 Operational	metrics	including	property	cost	

to income ratios, operating expense ratio, 
overall vacancies and total arrears

•	 Qualitative	factors	such	as	compliance,	
development of people and succession 
planning, industry leadership and 
participation, corporate social investment, 
transformation and sustainability

background and context

During the year under review, the service 
contracts of two of our executive directors 
who, up until September 2011, had been 
employed on fixed term contracts designed to 
ensure retention in the initial years following 
the Growthpoint buyout transaction from 
Investec, had to be reviewed by Growthpoint. 
As part of this process, Growthpoint undertook 
a review of its overall remuneration policy 
in order to ensure that the new service 
conditions for all the executive directors, as 
well as members of Growthpoint’s Executive 
Committee (executive management), were 
agreed and in line with our remuneration 
philosophy and secondly that our philosophy 
had kept abreast of recent developments in the 
remuneration arena and remained competitive.

In order to ensure that our remuneration 
practices remained competitive, especially 
in a market where the need for the retention 
of skills remained a priority, a significant 
development in the new remuneration 
philosophy was to refine the comparator base 
against which Growthpoint is competing 
for skills and comparing remuneration. 
Added to this was the need to ensure a more 
performance based approach to remuneration 
linked to the fact that the remuneration 
approach adopted needed to support the 
retention of key staff. The process of reviewing 
the executive directors’ remuneration packages 
and Growthpoint’s remuneration philosophy 
and strategy, was supported by extensive 
benchmark work carried out primarily by PWC 
Human Capital Consulting (PWC) who were 
retained by the Growthpoint remuneration 
Committee as its advisors.

In determining the comparator base referred 
to above, a number of factors were considered 
including, but not limited to, the size and 
complexity of comparable listed companies by 
reference to market capitalisation, turnover, 
profitability, number of employees and the 
sector in which they are listed and operate 
within.

This resulted in a comparator group of seven 
companies, listed in the “Financial Services 
Sector” of the jSE limited (including one listed 
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REMUNERATION PHILOSOPHy AND STRATEGy continued

benefits and conditions of employment), forms 
an integral part of the employment offering 
that enables us to attract, reward and retain 
the staff we require to manage the company 
effectively and efficiently. Furthermore, 
Growthpoint’s Staff Share Incentive Scheme 
provides for all Growthpoint’s staff to 
become shareholders in the company, thereby 
engendering and fostering a culture and mind-
set of ownership in all staff and supporting one 
of Growthpoint’s core values of being “owners 
and managers” of our property portfolio. 

Consequently, both our remuneration and 
general human resource approach will have to 
be continually reviewed over time to ensure 
that Growthpoint remains competitive and 
relevant in the market it operates in.

executive directors 
and management 
remuneration strategy

The objective of the Executive Directors and 
management remuneration Strategy is to 
ensure that Growthpoint can offer a total 
remuneration package that can:
•	 Attract	qualified	skilled	executive	directors	

and management with experience and 
good leadership/succession potential in 
the market place (attraction), based 
on a market related Guaranteed Cost to 
Company (GCTC) salary;

•	 Reward	short-term	performance	(reward) 
through the variable pay, and more 
specifically the short-term cash portion of 
variable pay;

•	 Ensure	sustainability	of	performance	
(sustained performance) and retain 
executive directors and management for 
the reward pay-out period (short-term 
retention) through the variable pay, more 
specifically the deferred component of 
variable pay; and 

•	 Through	the	Outperformance	and	Long	
Term Incentive Scheme (OlTI), retain 
executive directors and management over 
the longer term (long-term retention). 

To achieve the above objectives, Growthpoint 
aims to pay a GCTC salary that, on average, 
is at the median for the specific executive 
director or manager’s role compared to the 
same or similar roles in a predetermined 
group of comparator companies, taking into 
consideration the specific sector and industry 
circumstances in which Growthpoint operates 
where appropriate.

In addition, Growthpoint aims to reward 
executive directors and management with 
performance-based variable pay that has both 
a short-term cash component and a deferred 
compensation component. The variable pay 
will, depending on the role, function and 
responsibility of the executive director or 
manager, constitute between 40% and 60% 
of the total remuneration of that executive 
director or manager. The variable pay for a 
given year would be split between a portion 
paid in cash as an annual performance bonus 
and a portion which will be deferred over the 
next three years, and will be converted into 
Growthpoint linked units which will vest in 
equal tranches over those three years.

It is intended that executive directors and 
management will no longer continue their 
participation in the existing Growthpoint 
Staff Share Incentive Scheme, once the OlTI 
Scheme has been implemented.

General staff 
remuneration strategy

In line with the broader South African market 
practice, Growthpoint’s remuneration strategy 
for general staff has three components to 
it, namely the GCTC salary, a short-term 
incentive (STI) in the form of a discretionary 
performance based annual bonus and a long-
term incentive plan (lTI) being the Staff Share 
Incentive Scheme.

The remuneration strategy’s objective is to 
ensure that Growthpoint can offer a total 
remuneration package for general staff that 
can:
•	 Attract	qualified,	skilled	staff	with	

experience and/or good potential in the 
market place (attraction), based on a market 
related GCTC salary;

•	 Drive	and	reward	short-term	performance	
(reward) through the STI; and

•	 Retain	staff	over	time	(especially	those	with	
key skills or that have future potential) for 
the organisation (retention) through the lTI.

To achieve these objectives Growthpoint aims 
to pay GCTC salaries that on average range 
between the market median for general skills 
to the 75th percentile/upper quartile of the 
market for critical skills and/or key staff  
(i.e. high performing or high potential), taking 
into consideration the specific sector and 
industry circumstances in which Growthpoint 
operates where appropriate.

Individual performance is rewarded through 
the payment of a bonus or STI which is 
determined annually following an assessment 
of each individual’s performance against 
pre-determined goals and objectives for 
such individual considering his/her role and 
responsibility. STI payments typically vary 
between amounts equivalent to one to three 
months’ salary.
 
Growthpoint also offers long-term incentives 
through the Growthpoint Staff Share Incentive 
Scheme that will, in the long term, allow us 
to retain staff that are valuable and necessary 
for the long-term sustainability of the 
organisation. 
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The Property Sector Charter was promulgated 
towards the end of FY2012 and our reporting in 
the coming period will follow the new criteria 
and targets. Included in the new targets is the 
adjusted recognition for gender and a move 
away from phased-in targets of achievement.

targets for gender and race at senior levels 
weren’t achieved, we made significant progress 
in developing skills within the organisation to 
nurture internal succession.

External recruitment improved our 
representivity for both the EE Act and 
bbbEE Act. There was a dilution in gender 
representivity, although we ended the year 
with an overall 52.3% for gender recognition.

During the year 44 new staff members joined 
Growthpoint. Twenty-six (59%) are black in 
terms of the broad-based black Economic 
Empowerment Act (bbbEE Act) and 30 (68%) 
are EE candidates in terms of the Employment 
Equity Act (EE Act). Eighteen (41%) of the new 
staff are female and 26 (59%) are male. None 
declared disabilities. The average age of new 
employees this year was 33,4 years.

Overall representivity improved year on year, 
as reflected in the related table. Although our 
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TABLE: PROPERTy CHARTER REPORTING

Growthpoint Properties Property Charter Reporting  
Analysis Report as at 30 June 2012

Comparative 12 month data 
to 30 June 2011

Category Indicators

% 
Target 

for 2012

Total 
number of

 employees 
per 

category

Number
of black

 employees 
per 

category

Target 
number 

for 
2012

Variance 
number

Black 
employees

as % 
of total

 employees 
per 

category

Adjusted
 recognition 

for gender

% 
Change

 per 
category

 black
 employees

Total 
number 

of 
employees 

per 
category

Black 
employees

 as % 
of total

 employees 
per 

category

board 

management

black people as a % of 

board management 60 16 5 10 5 31.3 21.9 – 16 31.3

black women as a % of 

board management 30 1 5 4

Executive 

management

black people as a % of 

executive management 60 13 2 8 6 15.4 7.7 – 13 15.4

black women as a % of 

executive management 30 – 4 4

Senior 

management 

(r400k plus)

black people as a % of 

senior management 60 121 29 73 44 24.0 23.6 0.4 106 23.6

black women as a % of 

senior management 30 14 36 22

middle 

management 

(r200k– r399k)

black people as a % of 

middle management 75 175 90 131 41 51.4 57.7 8.1 157 43.3

black women as a % of 

middle management 37 56 66 10

junior 

management 

(r150k – r199k)

black people as a % of 

junior management 80 41 29 33 4 70.7 79.3 9.9 51 60.8

black women as a % of 

junior management 40 18 16 -2

Other  

(less than  

r150k p.a.)

black people as a % 

of other 107 95 – – 88.8 69.6 15.8 126 73.0

black women as a % 

of other 27 – –

Total black people as a % 

of total 457 245 – – 53.6 – 5.5 453 48.1

black women as a % 

of total 115 – –
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We prepared a five-year carbon emissions and 
energy consumption reduction strategy with 
our carbon reporting. This outlines the path 
for us to continue to pioneer with our energy 
reduction tactics.  

We are exploring alternative clean energy 
sources like solar, biofuels and biomass, wind 
and gas.

This will enable us to ensure future energy 
security, mitigate our clients’ carbon tax risks, 
and meet our clients’ growing demand for 
sustainable space.

Advancing this initiative, we partnered with 
Eskom on the joint venture Pilot rooftop Solar 
project at our kwaZulu-Natal regional office 
at lincoln on the lake, Umhlanga ridge.  The 
project has a generation potential of about  
87 000 kWh each year.

Carbon emission 
monitoring, measuring 
and disclosure

Our drive to improve the quality of our utility 
data has enhanced our carbon emission 
reporting significantly.

Growthpoint excelled at the Carbon Disclosure 
Project (CDP) results announcement, at COP17 
in Durban in December 2011. The CDP provides 
a detailed breakdown of how companies are 
managing the impact of climate change on 
their business, from a strategic, operational 
and core business development perspective. 
Growthpoint led the South African real estate 
sector by some 23% to post a score of 83%. 
We made a significant improvement from 46% 
in 2010, to emerge as the leading real estate 
player in Africa.

Sustainability

Sustainability is central to our ability to 
operate competitively over the long term.  
Growthpoint has therefore embarked on a 
pioneering “Green journey” in which utilities 
management plays a key role.

Strategic achievements

We continue to work with partners to develop 
mechanisms and use technology to minimise 
errors and increase the accuracy of our billing 
and cost recovery data.  We have installed 
165 bulk check meters at various buildings. 
Eighty-two of the meters are on remote access. 
This roll-out of meters will continue in the next 
financial year. We plan to have all buildings on 
remote access over the next three to five years.

using less electricity

We are striving towards a target of 10% to 
20% decrease of client energy consumption 
across our portfolio. 

Growthpoint delivered assorted energy 
efficiency projects during this financial year, 
achieving an annual energy saving of over  
13 million kWh.

The electricity cost savings realised by our 
clients will drop their total cost of occupancy 
and therefore ensure increased desirability of 
Growthpoint’s properties.

utilities costs continue 
to rise resulting in a 
significant increase in total 
cost of occupation for our 
clients

The rising cost of utilities and changes in tariff 
scales, varying across different cities, continues 
to challenge our accurate billing and recovery 
of costs. Growthpoint recovers from clients the 
cost of electricity consumed, strictly according 
to legislated tariffs. Shifting tariff structures 
makes this task tricky because leases haven’t 
always provided for the different fixed charges. 

Growthpoint’s Utilities management Division 
works closely with municipalities and an 
external specialist utilities management 
company to ensure accurate billing to our 
clients.  Smart-metering is becoming critical to 
improving the quality and accuracy of utilities 
cost recovery.

The continued rising cost of electricity has 
affected all clients, from large retailers to 
offices and warehouses. The price of electricity 
will soon exceed net rentals if it carries on 
increasing at rates near 20% each year.

AVERAGE ELECTRICITy COSTS PER m2

2009 – 2010 2010 – 2011 2011 – 2012 2012 – 2013

Retail supermarket 21.32 26.10 33.20 38.33

Large office 14.79 18.10 23.03 26.59

Industrial warehouse 3.79 4.64 5.92 6.83

Source: remote metering Solutions.
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DRIVING OUR BUSINESS
PILLARS OF SUSTAINABLE MANAGEMENT
OUR STRATEGIC OBJECTIVES, RISKS, 
RESPONSES AND ACHIEVEMENTS

STRATEGIC  
INTENT

lA lUCIA mAll, UmHlANGA, kWAZUlU-NATAl
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Strategic Intent

DRIVING OUR BUSINESS

OUr VISION AND mISSION
Our vision and mission statements, together with our core values were 
developed with staff input when we adopted our internal management model 
in 2007. Our mission and values determine the way we do business and how we 
behave as individuals. to ensure that they are relevant, we have developed an 
annual staff survey which was first implemented during fY2011 and repeated 
during fY2012 to monitor staff perception of our mission and values.

VISION
to be the leading South African property company, consistently delivering 
superior value to all stakeholders, driven by our passion for property and 
commitment to our core values.

mISSION
to grow and nurture a diversified portfolio of quality investment properties, 
providing accommodation to a wide spectrum of users and delivering 
sustainable income distributions and capital appreciation, optimised by 
effective financial structures.
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ethics

We have a written Code of Ethics 
which guides our conduct. We 
choose to act with the highest 
ethical standards. This includes 
compliance with legislation and 
regulation, in a manner that is 
beyond reproach. We insist on 
ethical behaviour and integrity on 
all levels.

PERFORMANCE
•	 Whistle-blowing	hotline
•	 	No	incidents	of	major	non-

compliance with the Code of 
Ethics

•	 	No	penalties,	fines	or	sanction	
resulting from statutory and 
regulatory non-compliance.

Governance

best practice governance is a 
key driver of our sustainability. 
Accountability, integrity and the 
ongoing enhancement of our 
corporate governance are all given 
priority for the benefit of the 
company and our stakeholders. 
It supports good decisions and 
healthy controls.

PERFORMANCE
•	 	Continued	inclusion	in	the	JSE	

Socially responsible Investment 
Index (SrI)

•	 	Application	of	King	III	principles
•	 	Ongoing	attention	to	the	

requirements of the new 
Companies Act of 2008, as 
amended

•	 	Confirmation	by	GOZ	that	its	
governance policies conform to 
the principles of king III

•	 	Executive	and	non-executive	
directors’ remuneration 
benchmarked by independent 
professional consultants

•	 	Formal	self-assessment	of	
board and sub-committees.

Risk management

reward and risk go hand-in-hand. 
It is important that we deliver 
performance growth in line with 
our investors’ expectations. 
However, this must be achieved 
at an acceptable level of risk, and 
any risks should be thoroughly 
assessed, understood and 
managed.

PERFORMANCE
•	 	Identification	of	key	strategic	

risks by executive management 
and the continuous monitoring 
and assessment thereof by the 
risk management Committee

•	 	Continuous	assessment	of	
operations risk by Internal Audit

•	 	Controls	pertaining	to	reporting	
risk assessed by Internal Audit

•	 	Compliance	risk	subject	to	
ongoing review both in-house 
and by an independent external 
party.

Remuneration

remuneration and rewards are 
components of performance and 
productivity. Our remuneration 
policy aims to give fair and 
competitive reward and 
recognition which enables us to 
attract, reward and retain the 
leaders and employees required 
for sustainable performance of our 
business.

PERFORMANCE
•	 	67%	Organisational	

Effectiveness overall score
•	 	Conditions	of	service	for	all	

staff fully aligned to benefit 
structures

•	 	Development	of	KPAs	and	
implementation of performance 
development contracts

•	 	Development	of	a	
remuneration model for the 
reward component of Human 
resources.

Strategic Intent

PILLARS OF SUSTAINABLE MANAGEMENT

ethICAL COnduCt, beSt PRACtICe GOVeRnAnCe, RISK MAnAGeMent And A 
SuItAbLY AttRACtIVe And RewARdInG ReMuneRAtIOn POLICY ARe the bASIS 
fOR GROwthPOInt’S AbILItY tO GROw And SuStAIn VALue.

GrOW AND SUSTAIN VAlUE

IAR
104

IAR
100

IAR
108

IAR
23

Our Code of Ethics Our Corporate Governance 
review

Our risk management 
review

Our remuneration philosophy 
and strategy
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Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

Optimising the balance of our 
sectorally and geographically 
diversified portfolio of quality 
properties to take advantage 
of opportunities, market 
conditions and user demand.  
Seeking suitable acquisition 
opportunities both locally and 
internationally which fit our 
business strategy

Under-performance of 
acquisitions or development 
decisions

•	 Lower	than	anticipated	
returns

•	 Write-down	in	property	
valuations

•	 Loss	of	credibility	by	
external stakeholders

•	 Curtails	the	extent	of	
future acquisitions or 
developments

•	 Reduction	in	the	growth	in	
income for distribution

•	 Investors
•	 Providers	of	finance

The purchase or development  
of property in excess of  
r20 million is assessed by the 
Deal Forum, which is comprised 
of executive management as 
well as personnel having specific 
knowledge and experience 
relevant to the proposed 
acquisition or development.  
Furthermore, the purchase of 
properties or capital expenditure 
in excess of the prescribed 
levels of authority delegated to 
executive directors is appraised 
by the Property Committee  
and/or the board

Approved property 
purchases

•	 Retail,	Office	and	
Industrial

•	 GOZ
•	 V&A

•	 R1,5	billion	additional	
investment in GOZ

•	 Disposal	of	24	non-core	
properties for  
r523 million

•	 Acquisition	of	properties	
for r575 million in SA

IAr 58
IAr 64
IAr 70
IAr 76
IAr 82

Preserving and enhancing 
the value of our properties 
through ongoing maintenance, 
upgrading, refurbishment and 
enhancement

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Tenants
•	 Suppliers

Capital expenditure in excess 
of the prescribed levels of 
authority delegated to executive 
directors is appraised by the 
Property Committee and/or 
board

Comparison of actual 
to budgeted capital 
expenditure as well as 
maintenance expenditure

retail, Office and Industrial r438 million spent on 
upgrading, refurbishment 
and enhancement of 
properties

IAr 58
IAr 64
IAr 70

maximising the letting of 
available space to financially 
sound tenants with long leases

major tenant failures/
liquidations

•	 Significant	monies	owing	
are irrecoverable

•	 Large	vacancies	that	cannot	
readily be filled

•	 Re-letting	of	space	which	is	
at a lower rental than the 
current or market rental

•	 Unable	to	re-let	retail	space	
due to the limited pool of 
national retailers 

•	 Investors
•	 Providers	of	finance

Sectoral and geographically 
diverse portfolio of properties

Gross monthly rental of top 
five tenants by sector

retail, Office and Industrial Improved diversification 
with additional investment 
in GOZ and locally

IAr 61
IAr 67
IAr 72

Vacancies and arrears  
increasing

•	 Increase	in	working	capital	
requirements

•	 Additional	costs	incurred	in	
filling vacancies

•	 Aggressive	competition	
resulting in a reduction 
in market related rentals 
inhibiting the growth in 
rentals

•	 Monies	owing	are	
irrecoverable

•	 Investors
•	 Providers	of	finance

lease agreements are concluded 
with tenants for varying periods 
and with different lease expiry 
dates, which incorporate 
annual escalations over the 
period of the lease. Tenant 
credit worthiness is assessed 
at the inception of the lease 
agreements

•	 Vacancies
•	 Arrears	as	a	percentage	

of collectables
•	 Bad	debts	written	off	less	

recoveries
•	 Provision	for	doubtful	

debts

retail, Office and Industrial •	 Reduction	in	SA	
vacancies (excluding the 
V&A) from 5.0% to 4.0%

•	 Reduction	in	arrears	
from 7.4% of SA monthly 
collectables (excluding 
the V&A) to 6.5%

IAr 58
IAr 64
IAr 70

Strategic Intent

OUR STRATEGIC OBJECTIVES, RISKS, RESPONSES AND ACHIEVEMENTS

  High          medium           low
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Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

Optimising the balance of our 
sectorally and geographically 
diversified portfolio of quality 
properties to take advantage 
of opportunities, market 
conditions and user demand.  
Seeking suitable acquisition 
opportunities both locally and 
internationally which fit our 
business strategy

Under-performance of 
acquisitions or development 
decisions

•	 Lower	than	anticipated	
returns

•	 Write-down	in	property	
valuations

•	 Loss	of	credibility	by	
external stakeholders

•	 Curtails	the	extent	of	
future acquisitions or 
developments

•	 Reduction	in	the	growth	in	
income for distribution

•	 Investors
•	 Providers	of	finance

The purchase or development  
of property in excess of  
r20 million is assessed by the 
Deal Forum, which is comprised 
of executive management as 
well as personnel having specific 
knowledge and experience 
relevant to the proposed 
acquisition or development.  
Furthermore, the purchase of 
properties or capital expenditure 
in excess of the prescribed 
levels of authority delegated to 
executive directors is appraised 
by the Property Committee  
and/or the board

Approved property 
purchases

•	 Retail,	Office	and	
Industrial

•	 GOZ
•	 V&A

•	 R1,5	billion	additional	
investment in GOZ

•	 Disposal	of	24	non-core	
properties for  
r523 million

•	 Acquisition	of	properties	
for r575 million in SA

IAr 58
IAr 64
IAr 70
IAr 76
IAr 82

Preserving and enhancing 
the value of our properties 
through ongoing maintenance, 
upgrading, refurbishment and 
enhancement

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Tenants
•	 Suppliers

Capital expenditure in excess 
of the prescribed levels of 
authority delegated to executive 
directors is appraised by the 
Property Committee and/or 
board

Comparison of actual 
to budgeted capital 
expenditure as well as 
maintenance expenditure

retail, Office and Industrial r438 million spent on 
upgrading, refurbishment 
and enhancement of 
properties

IAr 58
IAr 64
IAr 70

maximising the letting of 
available space to financially 
sound tenants with long leases

major tenant failures/
liquidations

•	 Significant	monies	owing	
are irrecoverable

•	 Large	vacancies	that	cannot	
readily be filled

•	 Re-letting	of	space	which	is	
at a lower rental than the 
current or market rental

•	 Unable	to	re-let	retail	space	
due to the limited pool of 
national retailers 

•	 Investors
•	 Providers	of	finance

Sectoral and geographically 
diverse portfolio of properties

Gross monthly rental of top 
five tenants by sector

retail, Office and Industrial Improved diversification 
with additional investment 
in GOZ and locally

IAr 61
IAr 67
IAr 72

Vacancies and arrears  
increasing

•	 Increase	in	working	capital	
requirements

•	 Additional	costs	incurred	in	
filling vacancies

•	 Aggressive	competition	
resulting in a reduction 
in market related rentals 
inhibiting the growth in 
rentals

•	 Monies	owing	are	
irrecoverable

•	 Investors
•	 Providers	of	finance

lease agreements are concluded 
with tenants for varying periods 
and with different lease expiry 
dates, which incorporate 
annual escalations over the 
period of the lease. Tenant 
credit worthiness is assessed 
at the inception of the lease 
agreements

•	 Vacancies
•	 Arrears	as	a	percentage	

of collectables
•	 Bad	debts	written	off	less	

recoveries
•	 Provision	for	doubtful	

debts

retail, Office and Industrial •	 Reduction	in	SA	
vacancies (excluding the 
V&A) from 5.0% to 4.0%

•	 Reduction	in	arrears	
from 7.4% of SA monthly 
collectables (excluding 
the V&A) to 6.5%

IAr 58
IAr 64
IAr 70
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Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

maintaining a limited 
development programme 
tailored to market risks and 
opportunities

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance
•	 Suppliers

The purchase or development  
of property in excess of  
r20 million is assessed by the 
Deal Forum, which is comprised 
of executive management as 
well as personnel having specific 
knowledge and experience 
relevant to the proposed 
acquisition or development.  
Furthermore, the purchase of 
properties or capital expenditure 
in excess of the prescribed 
levels of authority delegated to 
executive directors is appraised 
by the Property Committee and/
or the board

Approved annual 
development expenditure

•	 Retail,	Office	and	
Industrial.

•	 V&A

Developments expenditure 
of r445 million

IAr 58
IAr 64
IAr 70
IAr 76

Sustaining a strong balance 
sheet through conservative 
gearing and credit metrics 
that are well within covenants

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance

The following policies have been 
adopted:
•	 A	loan	to	value	ratio	of	<40%
•	 A	fixed	coverage	charge	of	

>1.5
•	 A	ratio	of	secured	liabilities	

to fair value of investment 
property	of	<35%

•	 Loan	to	value	ratio
•	 Interest	cover	ratio
•	 Rate	of	secured	

liabilities to fair value of 
investment properties

Group loan to value ratio of 
36.5% 

Interest cover ratio of 2.7x

ratio of secured liabilities 
to fair value of investment 
property of 27.2%

IAr 53

IAr 53

IAr 52

Optimising the cost of 
capital by having access to all 
available forms of funding

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance

•	 Cash	flows	are	monitored	on	
a monthly basis to ensure that 
cash resources and facilities 
are adequate to meet funding 
requirements

•	 Obtaining	of	global	and	
national rating from moody’s 
Investor Services

•	 Unutilised	facility
•	 Borrowings	expiry	profile
•	 Global	and	national	

rating

Group •	 Repayment	of	 
r4,2 billion debt  
and refinancing of new 
debt of r3,6 billion

•	 Moody’s	Investor	Service	
global rating of baa3 and 
national rating of A2.za 
maintained

IAr 52

IAr 53

limited exposure to interest 
rate by fixing interest rates 
over periods matching loan 
expiries

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance

It is Growthpoint’s policy to 
maintain a minimum rolling 
12-month fixed to floating ratio 
on its debt of 75%

Fixed to floating debt ratio 
>75%

Group During the reporting  
period, 83% (2011: 90%) of 
debt was at fixed interest 
rates. This was largely 
achieved by utilising 
interest swap contracts

IAr 54

Strategic Intent

OUR STRATEGIC OBJECTIVES, RISKS, RESPONSES AND ACHIEVEMENTS 
continued

  High          medium           low
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Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

maintaining a limited 
development programme 
tailored to market risks and 
opportunities

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance
•	 Suppliers

The purchase or development  
of property in excess of  
r20 million is assessed by the 
Deal Forum, which is comprised 
of executive management as 
well as personnel having specific 
knowledge and experience 
relevant to the proposed 
acquisition or development.  
Furthermore, the purchase of 
properties or capital expenditure 
in excess of the prescribed 
levels of authority delegated to 
executive directors is appraised 
by the Property Committee and/
or the board

Approved annual 
development expenditure

•	 Retail,	Office	and	
Industrial.

•	 V&A

Developments expenditure 
of r445 million

IAr 58
IAr 64
IAr 70
IAr 76

Sustaining a strong balance 
sheet through conservative 
gearing and credit metrics 
that are well within covenants

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance

The following policies have been 
adopted:
•	 A	loan	to	value	ratio	of	<40%
•	 A	fixed	coverage	charge	of	

>1.5
•	 A	ratio	of	secured	liabilities	

to fair value of investment 
property	of	<35%

•	 Loan	to	value	ratio
•	 Interest	cover	ratio
•	 Rate	of	secured	

liabilities to fair value of 
investment properties

Group loan to value ratio of 
36.5% 

Interest cover ratio of 2.7x

ratio of secured liabilities 
to fair value of investment 
property of 27.2%

IAr 53

IAr 53

IAr 52

Optimising the cost of 
capital by having access to all 
available forms of funding

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance

•	 Cash	flows	are	monitored	on	
a monthly basis to ensure that 
cash resources and facilities 
are adequate to meet funding 
requirements

•	 Obtaining	of	global	and	
national rating from moody’s 
Investor Services

•	 Unutilised	facility
•	 Borrowings	expiry	profile
•	 Global	and	national	

rating

Group •	 Repayment	of	 
r4,2 billion debt  
and refinancing of new 
debt of r3,6 billion

•	 Moody’s	Investor	Service	
global rating of baa3 and 
national rating of A2.za 
maintained

IAr 52

IAr 53

limited exposure to interest 
rate by fixing interest rates 
over periods matching loan 
expiries

risks identified not deemed as 
being key

risks identified not deemed as 
being key

Not applicable •	 Investors
•	 Providers	of	finance

It is Growthpoint’s policy to 
maintain a minimum rolling 
12-month fixed to floating ratio 
on its debt of 75%

Fixed to floating debt ratio 
>75%

Group During the reporting  
period, 83% (2011: 90%) of 
debt was at fixed interest 
rates. This was largely 
achieved by utilising 
interest swap contracts

IAr 54
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Strategic Intent

OUR STRATEGIC OBJECTIVES, RISKS, RESPONSES AND ACHIEVEMENTS 
continued

Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

Using and growing our skills 
and understanding of our 
operating environment by 
attracting and retaining the 
best people through creating 
a working environment that is 
conducive to productivity and 
performance

•	 Skills	retention	and	attraction
•	 Lack	of	experience,	decision	

making ability, competence, 
capability and quality of staff

•	 Reduced	capability	and/or	
capacity to readily react to 
opportunities that arise in 
the market place

•	 Operational	instability	and/
or inexperience resulting in 
poor service levels/delivery

•	 Loss	of	credibility	by	
external stakeholders

•	 Employees
•	 Tenants
•	 Suppliers
•	 Investors

•	 The	Remuneration	
Committee fixes the 
remuneration packages 
of individual directors 
and members of senior 
management with the 
objective of attracting and 
retaining people of the 
required calibre. A Staff 
Incentive Scheme was 
established so as to assist in 
the retention of personnel

•	 A	senior	experienced	member	
of staff has been committed 
to manage the learning and 
Development initiative on a 
full-time basis  

•	 Retention	of	non-
executive directors, 
senior management and 
personnel

•	 Employee	learning	and	
development expenditure 
as a percentage of the 
payroll cost

•	 Retail,	Office	and	
Industrial

•	 Support	Services

•	 Stable	workforce	with	
resignations (including 
retirements) of only 9.2% 
of GmS employees

•	 Benchmark	of	executive	
and non-executive 
remuneration undertaken

IAr 22
IAr 88
IAr 23

Providing the highest level of 
service to our stakeholders

Increasing operating cost •	 Reduced	net	property	
income as escalations do 
not sufficiently compensate 
cost increases

•	 The	uneconomic	viability	
of developments and/or 
redevelopments

•	 Unaffordable	gross	rental	
expenditure for tenants 
resulting in increased tenant 
defaults and vacancies

•	 Curtails	the	extent	to	
which future rentals can be 
increased

•	 Investors
•	 Providers	of	finance
•	 Tenants

The price risk associated with 
the recoverable component of 
property expenditure is largely 
mitigated by the transfer of 
such risk to the tenant in terms 
of a lease agreement. The 
non-recoverable component 
of property expenditure is 
managed to an extent by 
negotiating national contracts 
with service providers, where 
possible 

Analysis of significant 
variances between actual 
and budgeted net income 
per property

retail, Office and Industrial Actual net property income 
exceeded budget for 
FY2012

Capacity constraints to readily 
react to operational related 
matters

reduced capacity to readily 
react to operational related 
matters

•	 Tenants
•	 Suppliers

The Executive Committee meets 
monthly to discuss operational 
performance and any related 
matters of concern

•	 Financial	results
•	 Human	Resources
•	 Arrears
•	 Vacancies
•	 Lease	expiry	profile
•	 Unsigned	leases
•	 Monthly	leases
•	 Letting	activity
•	 Investment	activity
•	 Development	activity

•	 Retail,	Office	and	
Industrial

•	 Support	Services

•	 	Renewal	of	75.2%	(2011:	
65.8%) of SA (excluding 
V&A Waterfront) leases 
that expired

•	 	6.1%	increase	in	
distribution for FY2012 
(2011: 8.1%)

IAr 56
IAr 62
IAr 68
IAr 86

  High          medium           low
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Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

Using and growing our skills 
and understanding of our 
operating environment by 
attracting and retaining the 
best people through creating 
a working environment that is 
conducive to productivity and 
performance

•	 Skills	retention	and	attraction
•	 Lack	of	experience,	decision	

making ability, competence, 
capability and quality of staff

•	 Reduced	capability	and/or	
capacity to readily react to 
opportunities that arise in 
the market place

•	 Operational	instability	and/
or inexperience resulting in 
poor service levels/delivery

•	 Loss	of	credibility	by	
external stakeholders

•	 Employees
•	 Tenants
•	 Suppliers
•	 Investors

•	 The	Remuneration	
Committee fixes the 
remuneration packages 
of individual directors 
and members of senior 
management with the 
objective of attracting and 
retaining people of the 
required calibre. A Staff 
Incentive Scheme was 
established so as to assist in 
the retention of personnel

•	 A	senior	experienced	member	
of staff has been committed 
to manage the learning and 
Development initiative on a 
full-time basis  

•	 Retention	of	non-
executive directors, 
senior management and 
personnel

•	 Employee	learning	and	
development expenditure 
as a percentage of the 
payroll cost

•	 Retail,	Office	and	
Industrial

•	 Support	Services

•	 Stable	workforce	with	
resignations (including 
retirements) of only 9.2% 
of GmS employees

•	 Benchmark	of	executive	
and non-executive 
remuneration undertaken

IAr 22
IAr 88
IAr 23

Providing the highest level of 
service to our stakeholders

Increasing operating cost •	 Reduced	net	property	
income as escalations do 
not sufficiently compensate 
cost increases

•	 The	uneconomic	viability	
of developments and/or 
redevelopments

•	 Unaffordable	gross	rental	
expenditure for tenants 
resulting in increased tenant 
defaults and vacancies

•	 Curtails	the	extent	to	
which future rentals can be 
increased

•	 Investors
•	 Providers	of	finance
•	 Tenants

The price risk associated with 
the recoverable component of 
property expenditure is largely 
mitigated by the transfer of 
such risk to the tenant in terms 
of a lease agreement. The 
non-recoverable component 
of property expenditure is 
managed to an extent by 
negotiating national contracts 
with service providers, where 
possible 

Analysis of significant 
variances between actual 
and budgeted net income 
per property

retail, Office and Industrial Actual net property income 
exceeded budget for 
FY2012

Capacity constraints to readily 
react to operational related 
matters

reduced capacity to readily 
react to operational related 
matters

•	 Tenants
•	 Suppliers

The Executive Committee meets 
monthly to discuss operational 
performance and any related 
matters of concern

•	 Financial	results
•	 Human	Resources
•	 Arrears
•	 Vacancies
•	 Lease	expiry	profile
•	 Unsigned	leases
•	 Monthly	leases
•	 Letting	activity
•	 Investment	activity
•	 Development	activity

•	 Retail,	Office	and	
Industrial

•	 Support	Services

•	 	Renewal	of	75.2%	(2011:	
65.8%) of SA (excluding 
V&A Waterfront) leases 
that expired

•	 	6.1%	increase	in	
distribution for FY2012 
(2011: 8.1%)

IAr 56
IAr 62
IAr 68
IAr 86
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Strategic Intent

OUR STRATEGIC OBJECTIVES, RISKS, RESPONSES AND ACHIEVEMENTS 
continued

Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

Providing the highest level of 
service to our stakeholders 
(continued)

Deteriorating service levels/
major infrastructure failure

•	 Loss	of	tenants	to	nodes	
with better service levels/
working infrastructure

•	 The	incurring	of	additional	
expenditure to retain 
tenants

Tenants The Executive Committee meet 
monthly to discuss operational 
performance and any related 
matters of concern

•	 Financial	results
•	 Human	Resources
•	 Arrears
•	 Vacancies
•	 Lease	expiry	profile
•	 Unsigned	leases
•	 Monthly	leases
•	 Letting	activity
•	 Investment	activity
•	 Development	activity

•	 Retail,	Office	and	
Industrial

•	 Support	Services

renewal of 75.2% (2011: 
65.8%) of SA (excluding 
V&A Waterfront) leases 
that expired

IAr 57
IAr 62
IAr 68
IAr 86

Increasing onerous regulatory 
requirement

requires personnel to devote 
increasing time to regulatory/
compliance issues detracting 
from operational related 
matters

Government and 
regulatory bodies

New and/or revised legislation is 
brought to the attention of the 
risk management Committee by 
the Head of legal

Fines or penalties levied by 
regulatory bodies

Group No fines or penalties levied 
by regulatory bodies during 
the FY2012 period

IAr 93

major breakdown of IT systems •	 Loss	of	electronic	data
•	 Inability	to	bill	tenants	

for contractual rental and 
recoveries due

•	 Inability	to	meet	
commitments to providers 
of services and/or finance

•	 Inability	to	determine	
statutory obligations 
resulting in penalties and 
interest

•	 Inability	to	respond	to	
tenant queries

•	 Damage	to	corporate	
reputation 

•	 Tenants
•	 Suppliers
•	 Providers	of	finance
•	 Government	and	

regulatory bodies

Contractual arrangements are in 
place with independent service 
providers for:
•	 the	provision	of	server	

facilities and the 
management thereof as 
well as the management of 
the connectivity with other 
disaster recovery related 
service providers

•	 the	provision	of	physical	
facilities and equipment

Data is replicated daily for 
all key business systems and 
backed-up weekly.  Furthermore, 
physical data back-up is done 
daily, weekly, monthly, half-
yearly and annually and stored 
at an off-site location

•	 Results	of	disaster	
recovery testing

•	 Extent	of	irrecoverable	
data

•	 Retail,	Office	and	
Industrial

•	 Support	Services

•	 Successful	business	
continuity simulations in 
Cape Town, Durban and 
johannesburg

•	 Mirroring	and	replication	
of all databases in real 
time to the disaster 
recovery site

balancing the need to provide 
investors with growing 
distributions on an annual 
basis with the objective of 
sustainable earnings in the 
long term, we will continue 
to invest in our properties, 
in our employees and the 
communities in which we 
operate

Global economic conditions 
deteriorate

•	 Breaching	of	loan	covenants
•	 Inability	to	roll	over	or	

refinance debt
•	 Inability	to	refinance	to	the	

extent required
•	 Increased	cost	of	new	

funding
•	 Foregoing	of	acquisition	

opportunities
•	 Reduction	in	growth	

in income available for 
distribution

•	 Providers	of	finance
•	 Investors

•	 Cash	flows	are	monitored	on	
a monthly basis to ensure that 
cash resources and facilities 
are adequate to meet funding 
requirements

•	 Obtaining	of	global	and	
national rating from moody’s 
Investor Services

•	 Unutilised	facility
•	 Borrowings	expiry	profile
•	 Global	and	national	

rating

Group •	 Repayment	of	 
r4,2 billion debt and 
refinancing of new debt 
of r3,6 billion

•	 Moody’s	Investor	Service	
global rating of baa3 and 
national rating of A2.za 
maintained

IAr 52
IAr 53

  High          medium           low
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Objective Key risk identified
Probable effects of  
risk identified

Inherent risk 
assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2012 achievements Find out more

Providing the highest level of 
service to our stakeholders 
(continued)

Deteriorating service levels/
major infrastructure failure

•	 Loss	of	tenants	to	nodes	
with better service levels/
working infrastructure

•	 The	incurring	of	additional	
expenditure to retain 
tenants

Tenants The Executive Committee meet 
monthly to discuss operational 
performance and any related 
matters of concern

•	 Financial	results
•	 Human	Resources
•	 Arrears
•	 Vacancies
•	 Lease	expiry	profile
•	 Unsigned	leases
•	 Monthly	leases
•	 Letting	activity
•	 Investment	activity
•	 Development	activity

•	 Retail,	Office	and	
Industrial

•	 Support	Services

renewal of 75.2% (2011: 
65.8%) of SA (excluding 
V&A Waterfront) leases 
that expired

IAr 57
IAr 62
IAr 68
IAr 86

Increasing onerous regulatory 
requirement

requires personnel to devote 
increasing time to regulatory/
compliance issues detracting 
from operational related 
matters

Government and 
regulatory bodies

New and/or revised legislation is 
brought to the attention of the 
risk management Committee by 
the Head of legal

Fines or penalties levied by 
regulatory bodies

Group No fines or penalties levied 
by regulatory bodies during 
the FY2012 period

IAr 93

major breakdown of IT systems •	 Loss	of	electronic	data
•	 Inability	to	bill	tenants	

for contractual rental and 
recoveries due

•	 Inability	to	meet	
commitments to providers 
of services and/or finance

•	 Inability	to	determine	
statutory obligations 
resulting in penalties and 
interest

•	 Inability	to	respond	to	
tenant queries

•	 Damage	to	corporate	
reputation 

•	 Tenants
•	 Suppliers
•	 Providers	of	finance
•	 Government	and	

regulatory bodies

Contractual arrangements are in 
place with independent service 
providers for:
•	 the	provision	of	server	

facilities and the 
management thereof as 
well as the management of 
the connectivity with other 
disaster recovery related 
service providers

•	 the	provision	of	physical	
facilities and equipment

Data is replicated daily for 
all key business systems and 
backed-up weekly.  Furthermore, 
physical data back-up is done 
daily, weekly, monthly, half-
yearly and annually and stored 
at an off-site location

•	 Results	of	disaster	
recovery testing

•	 Extent	of	irrecoverable	
data

•	 Retail,	Office	and	
Industrial

•	 Support	Services

•	 Successful	business	
continuity simulations in 
Cape Town, Durban and 
johannesburg

•	 Mirroring	and	replication	
of all databases in real 
time to the disaster 
recovery site

balancing the need to provide 
investors with growing 
distributions on an annual 
basis with the objective of 
sustainable earnings in the 
long term, we will continue 
to invest in our properties, 
in our employees and the 
communities in which we 
operate

Global economic conditions 
deteriorate

•	 Breaching	of	loan	covenants
•	 Inability	to	roll	over	or	

refinance debt
•	 Inability	to	refinance	to	the	

extent required
•	 Increased	cost	of	new	

funding
•	 Foregoing	of	acquisition	

opportunities
•	 Reduction	in	growth	

in income available for 
distribution

•	 Providers	of	finance
•	 Investors

•	 Cash	flows	are	monitored	on	
a monthly basis to ensure that 
cash resources and facilities 
are adequate to meet funding 
requirements

•	 Obtaining	of	global	and	
national rating from moody’s 
Investor Services

•	 Unutilised	facility
•	 Borrowings	expiry	profile
•	 Global	and	national	

rating

Group •	 Repayment	of	 
r4,2 billion debt and 
refinancing of new debt 
of r3,6 billion

•	 Moody’s	Investor	Service	
global rating of baa3 and 
national rating of A2.za 
maintained

IAr 52
IAr 53
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CHAIrmAN’S 
STATEmENT

Operating environment

The world’s major economies remain troubled. China’s economy 
is slowing down, Europe is in difficulty and the US economy is 
sluggish. It is likely interest rates will stay at lower levels for longer 
than previously anticipated. Investors therefore continue to see 
South African listed property as a low risk, defensive alternative. 

Over the last decade, SA listed property has outperformed its 
peers globally and all other asset classes locally. In the prevailing 
low-interest rate environment, yields on listed property remain 
attractive relative to share price performance. 

The recovery in the economic and property fundamental following 
the global financial crisis has been lacklustre, both in SA and the rest 
of the world. The listed property operating environment remains 
challenging and this is expected to continue in the coming year with 
cost pressures, notably electricity and assessment rates, continuing 
unabated.

Performance Review

SuStAInAbILItY OVeR the LOnG-teRM IS A 
buSIneSS IMPeRAtIVe fOR GROwthPOInt.

FrANCOIS mArAIS  – CHAIrmAN
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During FY2012 the SA property sector 
developed into a two-tiered market, where 
premium quality property remained resilient 
through and after the global financial crisis. 
On the other hand secondary quality property 
has come under significant pressure. This is 
reflected in rising vacancies and declining 
market rents in b and C grade buildings. This 
applies to all three commercial property 
sectors, although to varying degrees.

With its portfolio of quality properties, 
Growthpoint’s own vacancy statistics show 
the supply of available commercial space is 
gradually reducing, even with soft demand. 
 
On the positive side for providers of 
commercial property space in South Africa, 
annual escalations signed on new leases 
continue to average around the 8% level. This 
has contributed largely to distribution growth 
by the listed property sector which remained 
positive through and post the global financial 
crisis.

Declining funding costs, both debt and equity, 
driven by appetite by the debt capital markets 
and equity investors, is also positive news 
for the sector. A new source of debt funding 
for the sector has been the debt capital 
markets, with property funds accessing the 
corporate bond and commercial paper markets 
at favourable rates and thereby reducing 
dependence on bank funding. Growthpoint 
led the SA listed property sector’s access of 
local debt capital markets, issuing the first 
unsecured long-term corporate bond of  
r500 million in 2010.

The listed property sector again delivered 
strong returns of 34% in the 12 months ending 
july 2012 compared to 11% for the overall 
market. These are driven mainly by long bond 
yields declining from 8.3% in early january 
2012 to 6.8% by end july. The graph alongside 
shows the relatively high correlation between 
listed property yields and the 10-year long 
bond yield. It indicates a ‘defensive premium’ 
is being paid by investors in these uncertain 
times for lower-risk, higher-yielding sectors like 
SA listed property.

Although the SA economy is growing at a 
low rate of below 3%, we still expect positive 
bottom-line distribution growth per linked unit 
that provides protection against inflation.

TWO-TIERED MARKET: PREMIUM & A-GRADE OFFICE VACANCIES LOW AND 
DECLINING, B & C-GRADE HIGH AND STILL RISING. WE ARE SEEING SIMILAR  

‘TWO-TIERED’ MARKETS IN RETAIL AND INDUSTRIAL
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Inclusion in various Indices

Growthpoint’s sustained inclusion in the  
jSE/Actuaries All Share Top 40 Companies 
Index (AlSI 40 Index) continues to place us as 
market leader in South Africa and increases our 
exposure to international investors. Further, 
our continued inclusion in the morgan Stanley 
Capital International (mSCI) Emerging markets 
Index broadens our international exposure. 

Our inclusion in the jSE SrI Index (Socially 
responsible Investments) for the third 
consecutive year is pleasing.

Matters of importance

besides our pillars of sustainable management 
– good governance, ethical conduct, risk 
management and remuneration of staff – we 
have highlighted several key focus areas for 
Growthpoint in this report. These matters 
of importance include our employees, 
black Economic Empowerment (bEE) and 
transformation, cost and energy efficiency  
and our environmental commitment.  
We apply rigorous standards in all these  
fields and, during the year, continued our 
progress and accomplishments in each 
important matter. 

update on ReIt legislation

Proposing one of the most flexible rEIT (real 
Estate Investment Trust) structures globally, 
National Treasury has tabled a unified 
approach to listed property investment 
schemes and included a rEIT tax framework 
in its draft tax amendment bill. This should 
be finalised in early 2013 and will bring South 
Africa in line with international publicly traded 
real estate investments. 

We are confident that Growthpoint will 
qualify to become a rEIT. Once the legislative 
and tax frameworks are finalised, we will 
seek our investors’ support to convert to 
a rEIT structure. All this should happen in 
the coming financial year. We believe it will 
provide Growthpoint and its investors with 
many advantages. In fact, we have actively 

delivering performance to 
our linked unitholders

It is our undertaking to continue growing 
distributions to unitholders and to ensure the 
long-term capital appreciation of our assets. 
I am pleased to report that Growthpoint 
delivered on all accounts and our linked unit 
price closed at a record high on 30 june 2012.

Growthpoint achieved its budgets and met the 
strategic objective of growing our distribution 
and the value of our properties. We also 
increased our assets. For the first time we used 
development to a larger extent to achieve this, 
in a market with limited acquisitive growth 
opportunities, mostly at undesirable yields.

Greater detail on how we 
achieved our performance 
and growth is in the CeO’s 
Review and elsewhere in this 
report. the Organisational 
Overview and Strategic 
Intent sections of this 
report take you through 
Growthpoint’s strategy, 
linked unit structure and 
distribution policy. 

Performance Review

CHAIRMAN’S STATEMENT continued

Key strengths

Factors which contribute to 

Growthpoint’s status as an 

industry leader and innovator 

include:

•	 StROnG balance sheet

•	  quALItY portfolio of 

diversified properties

•	  KnOwLedGeAbLe and skilled 

leadership

•  AStute and PRudent 

financial management

•	 	depth	of	skilled	and	

eXPeRIenCed StAff 

•	 	fuLLY InteGRAted internal 

management

•	  RIGOROuS corporate 

governance 

In substance, Growthpoint is a Real estate Investment 
trust (ReIt). It is a business which holds long-term 
investment properties for the purpose of earning rental 
income. we strive to enhance growth in profits through 
gearing the company at an appropriate level. After 
paying interest and overhead expenses profits pass 
on to unitholders through half-yearly distributions. 
Capital profits on the sale of non-core properties are 
retained in the business to reduce debt or make other 
investments. 
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board changes

It is with great sadness that I note the death 
of Stuart Snowball on 3 August 2012, our 
Financial Director, friend and colleague. Stuart 
joined Growthpoint in 2003 and was a valuable 
member of the team. We use this opportunity 
to again extend our heartfelt condolences to 
his wife, Vernice, and his daughter and son.

Zakhele Sithole, a non-executive director 
appointed to the board in 2010 and a member 
of both the Audit Committee and risk 
management Committee, passed away on  
18 August 2012. We use this opportunity to 
again extend our condolences to his family.

Acknowledgements

In a challenging environment Growthpoint held 
its position as market leader and innovator, 
continuing improved distributions and growing 
the company. This is an achievement to be 
proud of. Congratulations to Norbert Sasse 
and his executive team, as well as every 
Growthpoint employee for delivering excellent 
positive performance in difficult economic 
conditions. 

my appreciation is extended to my fellow non-
executive directors for their contributions in 
the Audit, risk, Property, Social and Ethics and 
remuneration committees, as well as on the 
board. Their commitment, depth of knowledge 
and skill is invaluable.

As in the past our emphasis remains on 
the substance rather than the form with 
an unwavering demand of our directors for 
intellectual honesty and integrity. 

JF Marais
Chairman

18 September 2012

business confidence in South Africa is at a 
12-year low. GDP growth prospects continue to 
be revised lower on a weaker global economic 
outlook, particularly in the Eurozone. The 
market expects more of the same in the next  
12 months, despite historically low interest 
rates globally. Premium quality property, 
however, is likely to continue performing 
well, while secondary quality property might 
stabilise in 2013 and start improving gradually 
from 2014. 

While there remains good access to liquidity, 
both from bond and bank markets, access to 
conventional bank debt funding, and its cost, 
will become more challenging for the industry 
with the introduction of basel III. The bond 
market is providing cheaper funding in the 
current climate.

A business imperative for Growthpoint is 
sustainability over the long-term. For those 
dynamics which affect our performance that 
are within Growthpoint’s control, we have 
management strategies in place. 

We will continue to ensure our properties are 
well-maintained and that we execute suitable 
asset management strategies to improve 
the value of the portfolio in the long-term. 
Investing in desirable properties in good 
locations will ensure the sustainability of 
inflation-beating rental revenues, optimised by 
innovative, prudent management and financial 
management from our skilled team. 

Our objective for the immediate and short-
term in South Africa, in addition to delivering 
on our strategy, is to achieve portfolio growth 
at the best yields through our pipeline of 
developments. Continued growth of our 
Growthpoint Australia investment is again a 
focus for the coming year. We will also pursue, 
in partnership with the Government Employee 
Pension Fund, the continued optimisation of 
our V&A Waterfront investment. 

We are confident that the above should 
ensure the sustainability of Growthpoint’s 
performance over the long-term.

advocated the introduction of a best-of-breed 
rEIT structure for SA through our active 
involvement in the Property loan Stock 
Association which has spearheaded SA’s rEIT 
initiative.

Remuneration philosophy 
and strategy

During the year, Growthpoint reviewed its 
overall remuneration philosophy and policy to 
ensure our practices remain market related. 
The assessment was undertaken to ensure 
service conditions of executive directors and 
executive management, comprising members 
of Growthpoint’s Executive Committee, are in 
line with best remuneration practices. 

In a market where skills retention is an  
absolutely priority, our revised remuneration 
philosophy and policy for executive directors 
and management goes beyond ensuring  
market competitiveness. It addresses 
outperformance and executive retention 
by introducing clearly defined performance 
hurdles and a long-term incentive scheme. 
This creates a stronger alignment of interest 
between the executive directors, executive 
management and linked unitholders of  
the company. 

The board has resolved to implement a 
performance and long-Term Incentive scheme, 
designed to reward the executive directors 
and management over the long-term. We 
anticipate the scheme will provide major long-
term retention benefits to the company with 
regard to executive directors and management.

This proposal should be finalised during 
FY2013 and will be subject to shareholder 
approval at the General meeting.

Prospects

Growthpoint aims to continue our record of 
delivering performance to our investors, using 
our proven strategies.
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Performance Review

CHIEF EXECUTIVE  
OFFICEr’S rEVIEW GROwthPOInt 

OutPeRfORMed  
SA PROPeRtY heAdLIne 
IndICAtOR benChMARKS.

NOrbErT SASSE – CHIEF EXECUTIVE OFFICEr

Our financial performance

Growthpoint delivered distribution growth and a pleasing capital 
return to our investors, outperforming the SA listed property sector. 
We have delivered uninterrupted growth in distributions to our linked 
unitholders since 2003.

Our 6.1% distribution growth per linked unit is completely aligned 
with the company’s budget, and in the upper end of the guidance 
previously given to the market. This was achieved even though 
Growthpoint expensed, rather than capitalised, the r46,8 million of 
interest on the undeveloped bulk at the V&A Waterfront.

The growth in the unit price from r18,31 to r23,00 at 30 june 2012 
gave investors capital growth of 25.6% for the year. The distribution 
of 139.0 cents per linked unit accounts for an income yield of 7.6%, 
and a total return of 33.2% for the year.

We are pleased to report this positive performance despite sluggish 
local, and uncertain global, economic conditions. Growthpoint’s 
distributions are based on sustainable rental income. We do not 
distribute capital profits. 

Growthpoint’s linked unit price has enjoyed an annual compound 
growth of 9.1% per annum over the last five years. Over the same 
period, distributions per linked unit have grown by an average of  
8.3% per annum.

Our property portfolio 

based on the available Investment Property Databank (IPD) 
benchmarks to December 2011, Growthpoint’s South African 
property portfolio outperformed the benchmarks for the sector: total 
return, overall vacancy, all sector vacancies and gross rental growth.

Notwithstanding tough conditions, we have improved on several  
key performance areas in our South African property portfolio.  
Cost-to-income ratios remain in check, arrears reduced considerably 
and vacancy levels continued to improve, specifically in our industrial 
and office portfolios. Our local retail and industrial portfolios have 
very low vacancies at 3% and are performing optimally. 
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Growthpoint’s 64.5% holding in GOZ had at  
30 june 2012 a market value of r4,3 billion.

GOZ remains a priority for Growthpoint in the 
present environment where transactions and 
yields on direct properties in the Australian 
market surpass many local opportunities, 
representing a better use of capital. Yields 
on good quality investment property are 
significantly higher than the cost of debt, 
presenting a positive yield spread.

The economic outlook for Australia is still 
positive with projected GDP growth of 3.25%, 
inflation at below 3% and bond yields and 
interest rates near all-time lows. 

GOZ forecasts distributable profit for the 
coming year of between AUD19.4 and  
AUD19.8 cents per stapled security, of which 
it will distribute AUD18.3 cents per stapled 
security. This represents 4% growth on the 
current year in AUD terms.

A full review of the strategic and operational 
performance of each of our major investments 
is available later in this report (refer Sectoral 
reviews).

Operations

In a continued effort towards managing costs 
and improving efficiencies in our internal 
management model, we are developing a 
custom software system for Growthpoint’s 
property and facilities management. We 
anticipate moving to the new system in early 
2013. besides achieving improved reporting, 
workflow and processing, the system is 
intended to free our property management 
teams to spend more time at buildings, with 
clients, thinking strategically, understanding 
the businesses of our leaseholders and 
delivering client service. It also supports cost 
and energy consumption management.

Our internal management 
model will be optimised 
even further, with our 
new custom property and 
facilities management 
software.

With a strategy of growing rental streams 
at the V&A Waterfront, the Clock Tower 
precinct redevelopment was completed and 
is around 73% let, the new 18 100m² Allan 
Gray head office development should be 
finished in September 2013 and the Food 
Court refurbishment will be completed in early 
November 2012.

reflecting our conservative financial strategy, 
Growthpoint expensed the interest cost on 
our half of the r1,2 billion spent on purchasing 
the undeveloped bulk at the V&A Waterfront, 
instead of capitalising it. Capitalising the 
interest would have resulted in roughly 2% 
more distribution growth, however it would 
have artificially increased the value of the bulk. 
Having taken this position, we will continue 
this policy and measure the future growth of 
the asset from this base.

Plans are in place to realise further 
performance and development potential at 
the V&A Waterfront. We worked closely with 
the V&A Waterfront management team to 
roll out development in the coming year to 
meet market demand. Constant planning 
positions us to take swift advantage of 
market opportunities. However, activity is 
constrained by weak demand for office space, 
and weak residential demand. We are actively 
pursuing single occupancy office tenants 
and development opportunities and are also 
working to correct the inaccurate perception 
that the V&A Waterfront is ‘too expensive’ for 
major corporates.

Net distributable income from the V&A 
Waterfront should increase by some 7%  
in the coming year.

GOZ – Growthpoint 
Properties Australia

GOZ delivered stellar investment performance 
for Growthpoint with a 37.1% return on
investment. This is driven by its solid property 
performance, distribution growth and the 
rand’s deterioration against the Australian 
Dollar (AUD). During the year Growthpoint 
invested a further r1,5 billion in GOZ in two 
rights issues, where Growthpoint took up its full 
entitlement as well as underwriting the rights 
issue, growing its total investment to r3,1 billion. 

Growthpoint’s retail portfolio shows trading 
density growth above the IPD benchmark, 
despite construction activity for expansions 
and redevelopments at various centres. 
Demand at our top 16 shopping centres 
remains robust with national retailers seeking 
expansion opportunities. 

The SA office sector remains the weakest, 
with little growth in overall demand. Despite 
this, vacancies in Growthpoint’s office 
portfolio declined, with aggressive leasing 
strategies, from 8.1% to 5.8% during the 
year, significantly outperforming the national 
average for Q2: 2012 of 10.5%. 

Trading conditions remain sound in 
Growthpoint’s industrial portfolio, contradicting 
negative factory output and sentiment. 
Industrial vacancies remain at low levels, and 
demand is showing signs of increasing.

Overall, property fundamentals remain solid, 
but like-for-like net property income growth 
will come under pressure with little likelihood 
of consolidated vacancies reducing much 
further than the present 4.0% (2011: 5.0%) 
in Growthpoint’s South African property 
portfolio. Arrears are near record lows, at 6.5% 
of total monthly collectables, and our property 
expense ratio, already below 25.0%, is unlikely 
to reduce further.

Considering this, we have formalised sector-
specific development parameters with a 
development pipeline of r1,6 billion. more 
detail on this is available later in this report 
and elsewhere in this document (refer Sectoral 
reviews).

V&A waterfront 

This is the first full year that V&A Waterfront 
contributed to Growthpoint’s performance. 
Growthpoint owns 50% of the V&A 
Waterfront, of which our portion is valued 
at r4,9 billion. We prioritised optimising this 
prime asset, which performed positively and in 
line with our expectations. 

The hotel and hospitality sector remains under 
pressure. However, the reduced contribution 
from the hotel sector was substantially offset by 
improved performance from the balance of the 
asset, particularly retail and new development.
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In terms of our environmental responsibility, 
we believe that the consumption of utilities, 
like electricity and water, by our large client 
base is the area where we can make the most 
impact. To us, it is a business imperative to 
assist our clients to reduce their consumption 
and thereby make their businesses more 
profitable. 

During the year, two of Growthpoint’s new 
office developments achieved 4-Star Green 
Star Certifications from the Green building 
Council of South Africa (GbCSA). We also 
boosted our carbon disclosure score from 46% 
in 2010 to 83% in 2011 and have taken the lead 
in carbon disclosure for the real estate sector 
on the African continent. Our initiatives in 
this regard are set out under key Operational 
matters – Utilities management.

The sustainability of our business also depends 
on our ability to attract and retain the best 
people. This has been identified as a matter of 
importance and our strategies in this regard
are set out in our remuneration philosophy and 
strategy, detailed on pages 23 and 24.

South African business prospects and 
sustainability are dependent on greater 
participation in the economy by those who 
were previously disadvantaged. Our Property 
Point initiative’s primary objective is to give 
small businesses development support, to 
unlock procurement opportunities and create 
a platform for exposure that will lead to other 
growth opportunities. It is gratifying that this 
initiative has created 421 jobs so far.

Growthpoint was included in the jSE’s 
SrI Index for the third consecutive year 
in FY2012. Qualification for the index is 
based on environmental, economic and 
social sustainability practices and corporate 
governance of a listed company.

recognising the excellent quality of its market 
intelligence, the Investment Analysts Society 
(IAS) awarded Growthpoint with its “best 
reporting and Communications” award in the 
“Financial – Financial Services” sector.

cost of funding. Unlike other international 
markets, South Africa hasn’t seen a positive 
yield spread like the US, Europe and Australia, 
where yields are considerably above the cost 
of five-year debt rates. There are early signs of 
a positive yield spread emerging following the 
recent 0.5%  
cut in interest rates, the strong performance 
in the listed property sector, and the 
Growthpoint share price in particular. However, 
opportunities to acquire suitable investment 
properties are extremely limited. We have 
identified our retail sector as being somewhat 
underweight and are seeking to increase our 
exposure to this sector. This is proving difficult 
with a scarcity of suitable stock.

During this year, in line with our stated 
intentions, we focused on property 
development. We formalised development 
parameters for each local sector, establishing a 
development pipeline of r1,6 billion. We have 
also grown our skills capacity in this regard.

As a portfolio growth strategy, developments 
offer yields of up to 2% higher than 
acquisitions of complete, fully-tenanted 
properties. Using our board-approved 
parameters, development risks are mitigated. 
We are confident that this is a valuable 
strategy for portfolio and distribution growth, 
in this market. Undertaking our own property 
developments also enables us to deliver tailor-
made solutions to our clients.

Sustainability

Our business, as a property investment 
company, is a long-term business. Our aim is to 
deliver growth in distributions on a sustainable 
basis and provide capital appreciation over 
the long term. This is achieved through our 
strategies of:
•	 Growing	the	portfolio	through	acquisition	

or development of quality, well-located 
properties

•	 Continually	investing	in	the	maintenance	
and upgrading of the portfolio

•	 Optimising	the	sectoral	and	geographic	
diversity of the portfolio

•	 Disposing	of	properties	that	no	longer	meet	
our investment criteria.

Further information on our Operations 
highlights is presented in the key Operational 
matters and Sectoral reviews of this report.

funding and borrowings

Optimising our performance with effective 
financial structures, Growthpoint continues to 
enjoy significant access to capital in the form 
of both debt and equity funding. 

The share price of South African listed property 
companies is trading at all-time record highs, 
showing a large premium to asset values and 
all-time low yields. This is unique globally and 
fundamentally linked to our access to liquidity 
and equity. Coupled with access to funding 
from banks and more affordable funding from 
debt capital markets, this is driving demand for 
listed property investment and is positive for 
Growthpoint and the entire sector. 

Access to debt funding remains a challenge 
for GOZ, however the four major Australian 
banks are still hesitant to lend and concerned 
about single-borrower limits. The Australian 
Corporate bond market and debt capital 
markets are relatively undeveloped compared 
to South Africa and currently not a viable 
alternative to bank funding. 

The Financial review and our Annual Financial 
Statements provide more detailed information 
with regard to funding and borrowings.

Growthpoint’s ability to raise both equity and 
debt funding can be attributed to:
•	 The	strength	of	our	balance	sheet
•	 The	quality	and	diversity	of	our	properties	

and tenants
•	 An	investment-grade	credit	rating
•	 Strong	culture	of	good	corporate	governance	
•	 Respected	and	experienced	management
•	 Good	track	record	of	consistently	delivering	

on our promises.

Growing our assets

Our investment activity in South Africa was 
subdued during the year. The direct property 
market remains expensive compared to the 

Performance Review

CHIEF ExECUTIVE OFFICER’S REVIEW continued
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Conclusion

For distribution growth and linked unit price 
performance, the year to june 2012 was 
another good one for Growthpoint. We remain 
committed to growing income distributions, 
and increasing and improving our investment 
assets.

The size, quality and diversity of Growthpoint’s 
portfolio, with our strong balance sheet and 
relatively low gearing, should enable the 
company to continue growing distributions. 
Ongoing investment in our portfolio through 
acquisition, development, refurbishments, 
redevelopments and other capital expenditure, 
as well as active asset management, should 
ensure long-term capital appreciation.

Growthpoint values its relationships with all 
its stakeholders. We will continue our drive to 
provide superior service on all levels, and equip 
our people and company to be able to deliver 
excellent service, underpinning Growthpoint’s 
sustainable performance.

Positive distribution growth for FY2013 is 
expected to be in line with that achieved this 
year. The forecast has not been subject to 
review by the company’s independent external 
auditor.

LN Sasse
Chief executive Officer

18 September 2012

Our key value and market differentiators

The SIZE, DIvERSIFICATION and qUALITy of our portfolio 

differentiate Growthpoint in the South African listed property sector. 

The INTEGRITy of our distributions, which comprise 100% sustainable 

rental income, remains a benefit for Growthpoint. Growthpoint retains 

its advantage in access to both debt and equity capital as a result of our 

investment-grade Moody’s rating. 

Pioneering FULLy-INTEGRATED INTERNALISED 
MANAGEMENT for the South African listed property sector in Fy2008, 

we continue to own and manage all our properties. Our model allows for 

sustained increased efficiencies and we continue to explore ways of achieving 

this, as well as investing in tailored technology to further improve economies 

of scale and efficiencies. These efficiencies benefit our clients as much as 

our investors. We continue working with our clients to further control their 

administrated expenses and utilities consumption, to protect and grow our 

rental base and to the benefit of South Africa’s business community in general.

Growthpoint remains the LARGEST JSE LISTED SOUTH 
AFRICAN PROPERTy COMPANy and continues to be the only 

listed property company represented on the JSE/Actuaries  All Share

Top 40 Companies Index (ALSI 40 Index) and the JSE SRI Index.

Growthpoint has a STRONG, INDEPENDENT Board of Directors, 

an executive team of top people in their respective fields and depth of talent 

in management at all levels. Every staff member has an equity interest in 

Growthpoint and is valued as an important part of the team. 
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Simplified financial 
statements

We have included a simplified Income 
Statement and balance Sheet in this report. 
This has been done in order to make the 
financial statements easier to understand, to 
reflect the cash-based operating results as 
used by management and the board, and to 
eliminate fair value and other non-cash flow 
adjustments required in the statutory financial 
statements in terms of International Financial 
reporting Standards (IFrS). The management 
figures have however, been reconciled to the 
figures as reported in terms of IFrS. We have 
referred to the Statement of Comprehensive 
Income as the Income Statement and the 
Statement of Financial Position as the balance 
Sheet for ease of understanding.

The company’s accounting policies as set out 
in the audited financial statements for the year 
ended 30 june 2011 have been consistently 
applied, except for a change in accounting 
policy with regard to jointly controlled 
entities as allowed per IAS 31, Interests in joint 
ventures. The Group changed from including 
the Group’s share of the jointly controlled 
assets, liabilities, income, expenses and cash 
flows on a line-by-line basis to using the equity 
accounting method, whereby the Group’s share 
of the profit or loss and other comprehensive 
income of, and the investment in the equity 
accounted investees are accounted for in the 
financial statements. The Group believes this 
change in accounting policy is consistent with 
industry practice in relation to these type of 
investments and is a proactive approach to 
the new IFrS 11, Joint arrangements that will 
come into effect in the 2014 financial year. 
The change in accounting policy relating to 
the 50% interest in the V&A Waterfront was 
applied retrospectively in accordance with  
IAS 8, Accounting policies, changes in estimates 
and errors and only had an impact on the 
comparative numbers as the jointly controlled 
entity was acquired in the prior financial 
year. The effects of the change in policy are 
summarised in the annual financial statements. 

 

The company’s mission is to grow and nurture 
a diversified portfolio of quality property 
investments, providing accommodation to 
a wide spectrum of users whilst delivering 
sustainable growing income distributions and 
capital appreciation to our investors, optimised 
by effective financial structures. Growthpoint’s 
distributions are based on sustainable income 
generated from rentals. The company does 
not distribute capital profits. Effectively, all 
rental income received by the company and its 
64.5% held subsidiary, Growthpoint Properties 
Australia (GOZ), less operating costs and 
interest on debt, including interest received 
and the 50% portion of the distributable 
income received from the V&A Waterfront, are 
distributable to unitholders bi-annually, so that 
the company is very similar to the real Estate 
Investment Trust (rEIT) models that are well-
established internationally.  

Growthpoint has delivered growth in 
distribution per linked unit for the year ended 
30 june 2012 of 6.1%. The 6.1% growth is in 
the upper end of the guidance previously given 
to the market. 

The economic conditions during the year of 
review continued to improve, albeit at a slow 
pace. This was evidenced by a decrease in 
vacancies in the industrial and office sectors.

The receipt of income from the cancellation 
of two bare dominium properties, a saving of 
interest on borrowings not incurred due to the 
capital raising of r1,8 billion in july 2011, as 
well as an increase in earnings received from 
GOZ driven by the acquisition of additional 
properties, were factors contributing towards 
performance. 

Performance Review

OuR ACCOuntInG POLICIeS ARe 
detAILed In OuR AnnuAL fInAnCIAL 
StAteMentS.

FINANCIAl 
rEVIEW

AFS 
15
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SIMPLIFIED DISTRIBUTION INCOME STATEMENT

Australia and 
consolidation

 entries South Africa
Total

Group

restated
Total

Group

2012 2012 2012 2011

For the year ended 30 June 2012 Note Rm Rm Rm rm

revenue 1 1 011 4 096 5 107 4 410

Property expenses (105) (997) (1 102) (1 001)

Net property income 906 3 099 4 005 3 409

Asset management costs (34) (74) (108) (70)

Other operating expenses (14) (54) (68) (65)

Interest received and investment income 6 9 416 425 107

Interest paid (401) (1 276) (1 677) (1 237)

Profit before taxation 466 2 111 2 577 2 144

Taxation 7 (3) 2 (1) (1)

Profit before debenture interest 463 2 113 2 576 2 143

minorities share of profit and realised foreign exchange gain (181) – (181) (71)

Debenture interest and dividends (282) (2 113) (2 395) (2 072)

retained profit – – – –

Number of linked units in issue 1 743 080 918 1 591 971 441

Distribution per linked unit (cents) 139,0 131,0

SIMPLIFIED BALANCE SHEET

At 30 June 2012

ASSETS

Property assets 8 13 118 34 988 48 106 40 919

Equity-accounted investment – V&A Waterfront – 4 912 4 912 4 950

Intangible assets – acquisition of Property Services businesses 9 – 1 172 1 172 1 232

Other non-current assets (3 225) 3 563 338 602

Derivative assets – – – 2

long-term loans granted to bEE consortia – 336 336 594

long-term employee benefits – – – 5

Investment in GOZ (3 225) 3 225 – –

Equipment – 2 2 1

Current assets 8 323 660 983 658

Cash and cash equivalents 295 100 395 251

Other current assets 28 560 588 407

Total assets 10 216 45 295 55 511 48 361

EQUITy AND LIABILITIES

linked unitholders’ interest 10 890 25 494 26 384 23 455

Non-controlling interest 2 181 – 2 181 1 372

Nominal value of interest-bearing long-term liabilities 11 6 118 13 613 19 731 19 093

long-term employee benefits – 35 35 –

Deferred capital gains tax 12 – 2 699 2 699 1 645

Other non-current financial liabilities 11 337 1 321 1 658 859

Current liabilities 13 690 2 133 2 823 1 937

Total equity and liabilities 10 216 45 295 55 511 48 361
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FINANCIAL REVIEW continued

RECONCILIATION BETWEEN STATUTORy AND SIMPLIFIED FINANCIAL STATEMENTS for the year ended 30 June 2012

2012
restated

2011

Note Rm rm

1 Revenue as stated 5 290 4 615

less: straight-line lease income adjustment (183) (205)

5 107 4 410

2 Fair value adjustments as stated (756) (282)

less: fair value adjustments reversed 756 282

– –

3 Equity-accounted investment loss (38) –

less: fair value adjustments reversed 38 –

– –

4 Non-cash charges as stated (108) (111)

less: non-cash charges reversed 108 111

– –

5 Capital items as stated (17) –

less: capital items reversed 17 –

– –

6 Finance income as stated 501 107

less: non-distributable income received from V&A Waterfront (76) –

425 107

7 Taxation as stated (298) (121)

Add back: deferred capital gains taxation 295 113

Add back: capital gains taxation (CGT) 2 7

(1) (1)

8 Property assets as stated 47 591 40 380

Add back: investment property reclassified as held-for-sale (included in current assets) 515 539

48 106 40 919

9 Intangible assets as stated 1 447 1 535

reversal of additional goodwill raised on deferred taxation liability* (275) (303)

1 172 1 232

10 Linked unitholders’ interest as stated 30 724 26 256

less: non-controlling interest (2 181) (1 372)

raising of deferred tax liability on revaluation of investment property (2 159) (1 429)

26 384 23 455

11 Other non-current financial liabilities as stated 19 894 15 983

Add: reclassification of current financial liabilities 1 495 3 969

Nominal value of interest-bearing long-term liabilities (19 731) (19 093)

1 658 859

12 Deferred taxation as stated 815 519

reversal of additional deferred tax liability on intangible asset (275) (303)

raising of deferred tax liability on fair value of investment property at CGT rate 2 159 1 429

2 699 1 645

13 Current liabilities as stated 4 318 5 906

less: reclassification of current portion of non-current financial liabilities (1 495) (3 969)

2 823 1 937
*  In terms of IFrS 3, business combinations, goodwill was increased with the deferred tax liability that was raised on initial recognition of the intangible asset acquired in terms 

of acquisition of the Property Services businesses. Applying the principle that the Group will recover the carrying value of the intangible asset through use rather than through 
sale, the tax base was determined to have no value, which gave rise to the deferred tax liability. The deferred tax liability will reverse over time as the intangible assets to which it 
relate, are amortised over a 15-year period. 
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CONSTANTIA OFFICE PArk, CONSTANTIA,GAUTENG

Significant movements in the Income Statement and balance Sheet are explained below:

NET PROPERTy INCOME

The increase in gross property revenue of (15.8%) from the prior year was largely due to 
contractual rental escalations and higher revenue from GOZ (66.6%) resulting from property 
acquisitions made. The ratio of property expenses to revenue for the Group has improved from 
22.7% to 21.6% in the current year.

INTEREST RECEIVED AND INVESTMENT INCOME

The increase in finance income is mainly attributable to a full year’s interest earned from the  
r4,8 billion loan advanced to the V&A Waterfront, earning interest at the prime overdraft rate less 
1%, amount of r368,8 million (2011: r17,9 million for the 23 days the V&A Waterfront was owned 
by Growthpoint). The distribution of the finance income of r368,8 million is however limited 
to the distributable income earned by the V&A Waterfront, which amounted to r293,4 million. 
Additional interest was also earned on the current year refinanced bEE loans of r34,4 million and 
the antecedent divestiture of distribution of r22,7 million (2011: r12,5 million). 

INTEREST PAID

Finance costs increased by 35.6%, which was as a result of an increase in borrowings for the 
acquisition of the 50% interest in the V&A Waterfront of r5,0 billion in june 2011, as well as the  
higher debt of GOZ as a result of property acquisitions.

PROPERTy ASSETS

Acquisitions: Growthpoint South Africa (excluding the V&A Waterfront) made acquisitions  
totalling some r575 million (2011: r457 million), whilst developments and capital expenditure 
(excluding the V&A Waterfront) amounted to r883 million (2011: r576 million). GOZ acquired  
six properties during the year for r1,7 billion. 

Disposals: Growthpoint South Africa disposed of 23 properties (2011: 11) in the current year for 
r518,2 million (2011: r232,6 million) realising a collective r0,7 million profit on book value.  
GOZ disposed of one building for r43 million.

Fair value adjustments: The revaluation of properties resulted in an upward revision of  
r1,953 billion (4.2%) to r48,1 billion for investment property (including investment properties 
reclassified as held-for-sale). This was mainly due to increases in future contractual rentals (4.5%), 
using the yield curve.

EQUITy-ACCOUNTED INVESTMENT: V&A WATERFRONT

In terms of a change in accounting policy, the investment in the V&A Waterfront has been 
accounted for separately as the fair value of Growthpoint’s 50% interest in the V&A Waterfront 
amounting to r4 912,0 million (2011: r4 950,3 million).



52

Performance Review

FINANCIAL REVIEW continued

As at 30 june 2012, Growthpoint had 
committed unutilised bank facilities of  
r2,1 billion, which reflects the support of the 
banking sector to Growthpoint.

Going forward, Growthpoint will build on its 
diverse sources of funding and continue to  
access the bond market to a greater extent, 
to fund its programme of acquisitions and 
developments. The short- to medium-term 
outlook for the issuing of bonds on a public and 
private basis is favourable and we believe that 
the bond market will offer an opportunity to 
Growthpoint for funding.

Cost of funding
The weighted average interest rate as at  
30 june 2012 is 9.53%. In our view there will 
be upward pressure on the funding margins 
applicable to conventional bank debt, due to 
the basel III impact on the banks as well as the 
general economic environment. 

Maturity
The maturity profile of the South African debt 
is reflected in the bar chart on page 53.

Due to the uncertain economic environment, 
near-term maturities are being addressed 
timeously. The debt maturing in 2012 – 13 
consists of r800 million commercial paper  
and r695 million bank debt. For the  
r695 million bank debt, Growthpoint has 
obtained an option to extend the facility 
with credit approval. The r3,8 billion 
maturing in FY2014 consists largely of bank 
debt. Growthpoint has already entered into 
discussions with the banks to discuss the 
maturity of these facilities and there is strong 
appetite by the banks to extend the maturity 
date. The weighted average term of the loans 
is 4,1 years.

INTEREST-BEARING LONG-TERM  
LIABILITIES

The South African debt declined by  
r636 million on a nominal basis, due to a 
portion of the debt taken up for the  
V&A Waterfront having been refinanced 
with equity. As there were no further major 
acquisitions, there was no requirement to 
increase the debt.

Growthpoint repaid secured bank debt 
amounting to r1,2 billion, but increased 
secured loan funding from institutional 
financiers by r250 million. The Commercial 
mortgage backed Securitisation programme 
(CmbS) was repaid in full during the financial 
year under review. Growthpoint increased its 
unsecured borrowing programme through 
the issuance of corporate bonds and by 
issuing  short-term commercial paper. The 
ratio of unsecured debt to total debt (for the 
South African operations) increased from 
21.1% at june 2011 to 39.0% at 30 june 2012, 
mainly due to the issue of three corporate 
bonds for r1,5 billion and a commercial 
paper programme of r800 million. In total, 
r4,0 billion of debt was successfully repaid 
and refinanced, meeting one of the strategic 
objectives for 2012.

INVESTMENT IN GOZ

In july 2011, following the acquisition of six 
properties, GOZ undertook a renounceable 
rights issue underwritten by Growthpoint to 
raise AUD102,6 million. Growthpoint paid 
AUD62,1 million (r447,2 million) to follow its 
rights and an additional AUD3,3 million  
(r21,7 million) to follow the rights that were 
not taken up by the security holders at the 
time.

In December 2011, GOZ announced the 
acquisition of three office properties, as well 
as a 100% pre-committed office development. 
The acquisitions were partially funded by 
a rights offer to raise AUD166,4 million. 
Growthpoint paid AUD101,6 million  
(r845,0 million) to follow its rights and an 
additional AUD24,7 million (r205,4 million) to 
follow the rights that were not taken up by the 
security holders at the time.

Taking the additional r468,9 million and the  
r1,1 billion investments into account, the total 
amount invested at year-end by Growthpoint 
for its 64.5% interest amounts to r3,1 billion. 
The market value of the investment at  
30 june 2012 was r4,3 billion.

INTEREST-BEARING LIABILITIES

June 2012 % of June 2011 % of

Rm total debt Rm total debt

South Africa

Secured debt: 8 303 61.0 11 249 78.9

bank debt 6 853 50.3 8 080 56.7

Institutional financiers 1 450 10.7 1 200 8.4

CmbS – – 1 969 13.8

unsecured debt: 5 310 39.0 3 000 21.1

bank debt 2 000 14.7 2 000 14.1

Corporate bonds 2 510 18.4 1 000 7.0

Commercial paper 800 5.9 – –

Total South African 
debt

13 613 100.0 14 249 100.0

Australia

Secured debt:

bank debt 6 118* 100.0 4 844 100.0

Consolidated debt 19 731 19 093

* Includes a cumulative foreign exchange difference of r1,1 billion (2011: r379,0 million).
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Financial ratios and ratings
In june 2012, moody’s confirmed Growthpoint’s ratings, with a stable outlook:

Global long-term baa3
Global short-term P-3
National long-term A2.za
National short-term P-2.za

Growthpoint has remained well within the covenant ratios committed to under its financing 
arrangements. The most constraining contract limits are as follows:

30 June 2012 30 June 2011

Ratios/covenants Limit Incl. GOZ Excl. GOZ Incl. GOZ Excl. GOZ

“loan-to-Value” (Nominal 
debt (net of cash)/Property 
fair value) ≤ 55% 36.5% 33.9% 41.1% 37.9%

“Interest cover” (Net 
property income/Net 
interest expense) ≥ 2.0 2.7x 2.8x 2.9x 3.2x

The strategic objective of group gearing not exceeding 40.0% has been achieved and conservative 
gearing and credit metrics remain a strategic objective for the future.

DEBT MATURITy PROFILE AT 30 JUNE 2012 (ExCLUDING GOZ)

2012 – 
2013

2013 – 
2014

2014 – 
2015

2015 – 
2016

2016 – 
2017

2017 – 
2018

2018 – 
2019

2019 – 
2020

2020 – 
2021

2021 – 
2022

2022 – 
2023

2023 – 
2024

695 1 800 1 490 1 000 1 000 1 415 – – 1 200 – – 702

800 2 000 1 250 – 260 500 – – – – – –

555 500 500 – – – – – – – – –

4 000

4 500

5 000

millions

3 500

3 000

2 500

2 000

1 500

1 000

500

0

   Secured loans      Unsecured loans      Commercial paper      Corporate bonds      Undrawn facilities
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In summary, gearing levels have been reduced 
to below target levels, whereas the ratio of 
unsecured borrowings has increased and 
sensitivities to earnings due to changes in 
interest rates and exchange rates have been 
mitigated.

Prospects

Positive distribution growth for FY2013 is 
expected to be in line with that achieved this 
year.

The forecast has been based on the company’s 
budgets for the year to june 2013, taking into 
account that the majority of the company’s 
income is contractual rental income, as well as 
the fact that interest rates in respect of 83.1% 
of the South African debt have been fixed for 
the next year.

The forecast has not been subject to review by 
the company’s independent external auditor.

LN Sasse
Chief executive officer

EK de Klerk
Executive director

18 September 2012

Exchange rate risk management
Growthpoint is exposed to movements in 
the rand vs Australian dollar exchange rate 
through its investment in Australia. The 
exchange rate risk on the distributions to be 
received from GOZ is principally managed 
by using forward exchange rate contracts. 
At year-end, 96% of the anticipated final 
distribution for 2012 was hedged as was 65% 
of the anticipated distribution for 2013. This 
has removed the uncertainty with regard to 
the earnings from the Australian activities 
expressed in South African rand.

It is estimated that for the final distribution for 
2012 from GOZ, a strengthening of the rand 
to the AUD by r1,00 would have decreased the 
Group’s profit before debenture interest by less 
than r1,0 million. For the distributions for 2013 
from GOZ, should the rand strengthen with 
r1,00 to the Australian dollar, the decrease in 
the Group’s expected profit before debenture 
interest would be r14,7 million.

Interest rate risk management
Although the short- to medium-term outlook 
for interest rates is “lower-for-longer”, the 
interest charged on borrowings is a significant 
cost for Growthpoint. To manage the risk of 
changes in interest rates, Growthpoint uses a 
guideline that at least 75% of the interest rate 
exposure has to be fixed. Growthpoint’s fixed 
profile is reflected in the graph below.

At the financial year-end, interest rates in 
respect of 83% of the debt for South Africa 
were fixed (2011: 78%). The weighted average 
term of the fixed profile is 4,9 years (excluding 
GOZ). Including GOZ, 87% of interest-bearing 
borrowings were fixed for a weighted average 
of 4,7 years. This ratio allows Growthpoint 
to benefit from a continuing low interest 
rate environment whilst maintaining the 
security offered by fixed rates of interest on 
the majority of debt. A 1% increase in interest 
rates on the existing floating rate debt for 
the year under review, would have resulted in 
Growthpoint’s profit before debenture interest 
decreasing by approximately r11,0 million 
(2011: r3,8 million).

Performance Review

FINANCIAL REVIEW continued

GROWTHPOINT FIxED INTEREST RATE ExPIRy PROFILE AT 30 JUNE 2012
 (ExCLUDING GOZ)

Floating 2012 – 
2013

2013 – 
2014

2014 – 
2015

2015 – 
2016

2016 – 
2017

2017 – 
2018

2018 – 
2019

2019 – 
2020

2020 – 
2021

2021 – 
2022

2022 – 
2023

2023 – 
2024

2 300 1 000 318 905 952 2 212 1 915 650 500 2 159 – – 703

2 500

millions

2 000
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1 000
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SECTORAL
REVIEWS

RETAIL
OFFICE
INDUSTRIAL
V&A WATERFRONT
GROWTHPOINT AUSTRALIA (GOZ)
SUPPORT SERVICES

V&A WATErFrONT, CAPE TOWN
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Sectoral Reviews

OuR CORe RetAIL PORtfOLIO 
SIGnIfICAntLY OutPeRfORMed the 
SeCtOR benChMARK. It ALSO AChIeVed 
AbOVe-AVeRAGe net RentAL InCOMe

rETAIl

STEPHAN lE rOUX – DIVISIONAl DIrECTOr

retail warehouse 
r12,0 

Community 
shopping centre 
r3 607,0 

Neighbourhood 
shopping centre 
r894,4 

Vacant land/dites 
r9,6
Speciality centre 
r153,7

regional 
shopping centre 
r8 468,7

SHOPPING CENTRE TyPE By VALUE (Rm)

64.4% 6.8%

27.4%

0.1%

1.2%

0.1%

Market environment

retail sales have registered a notable recovery on a year-
on-year basis in the first half of 2012 after a disappointing 
performance in the latter half of 2011. 

To understand the market impact on our shopping 
centres, it is important to appreciate the conditions 
that SA consumers faced over the past year. The World 
bank reports household consumption spending accounts 
for about 57% of SA’s GDP. Consumer confidence and 
the tendency to spend, driven by a mix of income and 
disposable income through credit, show a direct link to 
retail spend.

According to data from the South African reserve bank, 
household disposable income, or gross income less taxes, 
has grown strongly over the last few years, albeit with a 
dip around the 2009 recession. In 2011 nominal salaries 
grew an average 8% and the number of people employed 
grew by 2%. The average inflation rate was around 5%. 
According to FNb’s Cees bruggemans, this led to real 
growth in buying power of 5%.
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RETAIL

brOOklYN mAll, PrETOrIA, GAUTENG
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Performance

Growthpoint’s retail portfolio performed 
optimally, achieving its targets. rental income 
was slightly lower than expected, but this was 
offset by better-than-expected turnover rental 
and higher court space rental. Cost savings and 
improved recoveries resulted in substantially 
lower expenses. 

The Growthpoint retail portfolio remains 
relatively protected from several negative 
macro-economic factors. This is especially 
visible in our core portfolio, comprising 
18 shopping centres representing 80% of 
the portfolio value, with a customer base 
concentrated in the higher income groups.  
Our core portfolio of regional and small-
regional shopping centres significantly 
outperformed the IPD benchmark in 2011. 
Our retail portfolio also achieved better than 
average net rental income.

IPD shows significant cost increases in the 
retail sector have resulted in total costs, as 
a percentage of gross rental, in excess of 
45%. This deterioration is mainly due to a 
slowdown in rental growth. At the same time, 
costs are increasing at double-digit rates, led 
by administered costs and labour-intensive 
expenses such as security and cleaning.

consumer debt position overall, is better than 
in 2008/09. 

There are rising concerns around credit, 
including unsecured credit extended. Also,  
SA has 5,8 million more credit-active 
consumers than people formally employed. 
Further, 41.9% of the rand value for all credit 
agreements granted are to people earning 
below r10 000 per month.

The unsecured debt extended undoubtedly 
positively influenced the relative strong 
growth in retail sales from October 2011 to 
march 2012. However, slower growth in state 
employment and lower government salary 
increases are likely to limit this source of 
disposable income.

Consumer confidence, or the degree of 
optimism consumers feel about the economy 
and their personal financial situation, decides 
their spending activity. The FNb/bEr consumer 
confidence index (CCI) fell seven index points 
to +4 in Q3:2011, edged up one point in 
Q4:2011 and remained at +5 in Q1:2012. The 
average CCI since 1994 is +6. Thus, consumer 
confidence was largely neutral, neither 
supporting nor impeding consumer spending.

The UCT Unilever Institute’s research of the 
higher end of the market found that income 
growth in the top 15% of consumers has 
significantly outperformed all other income 
groups. While indebted, this market is much 
better equipped to manage debt.

but the sustainability of this pickup isn’t 
assured. It is dependent on government getting 
the public sector wage bill under control, as 
well as international prospects. 

recent fuel price increases and continued 
increases in electricity, rates and taxes and 
other costs, are eroding consumers’ disposable 
income, specifically in the broad middle-class. 
Spending by the higher income group remains 
exposed to negative real growth in house 
prices, low yields on investments and changes 
in taxes on dividend income. 

It may look like the SA consumer is reducing 
exposure to credit because the household 
debt to disposable income ratio has been 
declining since 2008, but this is mainly due 
to an increase in income, not decreasing 
debt. Consumers are borrowing more, but 
also earning more. low interest rates, and 
the likelihood they will remain low, will help 
consumers to service debt. This means the 

Sectoral Reviews

RETAIL continued

KEy PERFORMANCE AREAS

 2012   2011  
Increase/ 

(Decrease)

Gross property revenue (r’million) 1 441 1 374 67

Property expenses (r’million) (401) (390) 11

Net property income (r’million) 1 040 984 56 

Property expense ratio (%) 27.8 28.4 (0.6)

Vacancies (%) 3.1 2.9 0.2

Arrears (r’million) 14,8 16,9 (2,1)

bad debt provision (r’million) 5,2 5,3 (0,1)

Average gross rental (r) 122 114 8

budgeted forward yield (%) 8.7 8.7 –

Average in-force escalation (%) 7.7 7.7 –

Weighted average lease period (years) 3,2 3,2 –

Asset value (r’billion) 13,1 12,0 1,1 

Number of properties 47 51 (4)

GlA in m2 975 373 970 283 5 090

Value (excluding bulk) per m2 (r) 13 462 12 339 1 123

Capital expenditure (r’million) 174  166 8
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improving the link between the two centres. 
Atterbury is managing the project, to be 
completed by April 2013, which will add some  
6 000m2 of GlA, growing brooklyn mall to 
over 72 000 m2. 

ENVIRONMENTAL COMMITMENT

Energy saving and waste management 
initiatives at our shopping centres are ongoing. 
Our retail team has access to Growthpoint’s 
specialised Utilities management division, 
as well as the green building expertise in our 
facilities management and development 
teams. We allocated significant budget to 
improve consumption levels which includes 
the installation of energy efficient mechanical 
equipment as well as timing switches, light 
fittings and globes. We are also seriously 
investigating the use of solar energy panels 
which we believe could serve the dual 
functions of reducing consumption as well 
as providing backup power in case of supply 
failure. We are progressing in our interaction 
with Eskom in efforts to develop a more 
affordable electricity usage model, as well as in 
the roll-out of subsidised energy saving capital 
expenditure programmes.

Growthpoint, however, is showing significantly 
better ratios than the IPD statistics.

Vacancies remain almost unchanged at a low 
3.1%. This includes development vacancies 
at three of our core malls. Arrears decreased 
substantially, almost entirely because of  
once-off back-charges raised on assessment 
rates at Northgate, in FY2011. 

reducing our vacancy level, we sold non-core 
properties The Gallery, ruimsig Shopping 
Centre, bronkhorstpruit mall and Otjiwarongo.

Growing our portfolio, we increased our 
36% stake in Alberton City, purchasing the 
remaining undivided share of 64% from liberty 
Group limited. Alberton City is now wholly 
owned by Growthpoint. Having previously 
been co-owners of Alberton City, we’re 
confident in its ability to perform within our 
retail portfolio. This investment also increases 
our investment in johannesburg retail. 

As part of an innovative asset swap 
transaction, brooklyn mall is integrating its 
neighbouring Design Square. Growthpoint 
holds 75% ownership of the new mega-mall 
and Atterbury’s Abacus Property Holdings has 
a 25% stake. The deal includes the upgrade and 
expansion of brooklyn mall, simultaneously 

RETAIL LEASE ExPIRy PROFILE
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Prospects

Our rental income will be adversely affected 
by various extensions and redevelopments 
where shops involved in construction will 
remain vacant for longer than under normal 
circumstances. This will continue well into 
2013. However, these developments are 
projected to produce robust growth, which 
should subsequently flow through. 

redevelopment remains the most prudent way 
to grow our portfolio in the prevailing market 
conditions. 

During the coming year, redevelopments 
include the continued repositioning of 
brooklyn mall, as detailed earlier. We are 
awaiting local authority approval for the 
extension and refurbishment of Waterfall mall, 
which will introduce 9 800m2 added GlA for 
a projected investment of r216 million with 
a yield of 9.4%. The project will provide more 
space for Woolworths, Edgars and Pick ’n Pay. 
It will also accommodate several national 
tenants with new brands.

An added 1 500m2 for Woolworths is under 
development at kolonnade. We’re exploring a 
further expansion of 5 000m2 to accommodate 
both national retailers and an entertainment 
element, with a projected double-digit return.

We are also progressing with a major 
redevelopment, estimated value of  
r220 million, at Northgate. The project 
will connect the mall and lifestyle centre, 
restructure parking, right-size several existing 
retailers and introduce new big-box tenants.
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RETAIL continued

minor redevelopments will also impact 
Walmer Park Shopping Centre and lakeside 
mall.

besides anomalies from extensions and new 
projects, like-for-like increase in income 
growth is under pressure. 

Several of our non-core properties are now 
underperforming due to increasing tenant 
failures, leading to difficult letting and 
permanent vacancies. 

Following declining foot counts across the 
industry, there is little or negative growth from 
income sources such as parking revenue. This is 
also resulting in relative low growth in trading 
densities and putting pressure on advertising 
revenue. Ultimately, it is constraining gross 
income growth.

The bureau of market research (bmr) at the 
University of South Africa (Unisa) forecasts an 
annual growth of 4.5% for formal retail sales in 
2012. This growth is likely to be led by sales in 
clothing and accessories, footwear, as well as 
glass, crockery, cutlery, kitchenware, sport and 
recreation items and hardware – all ranging 
between 4.7% and 4.9%.

Costs in our retail portfolio remain tightly 
controlled. However double-digit increases 
in internal costs and management costs are 
increasing exponentially because of higher 
administered costs. Although these costs are 
recovered from tenants, this is increasing costs 
of occupation, resulting in some downward 
rental revisions at lease expiry. This will 
continue in the coming year, but at a decreased 
level.

Our shopping centres are strongly rooted 
in each of their communities and regions. 
Practising corporate social investment on 
multiple levels, our centres support many 
charity and welfare organisations, relevant 
social causes and community building 
initiatives. Amongst these is the Growsmart 
literacy initiative which won several 
international awards during the year.  

IAR 
96
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Property name Location
Value 

Rm
% of Total 

Retail Portfolio
GLA June 2012 

m2
% of Total 
Retail GLA

1 brooklyn/Design Square (75%)  Pretoria  1 538 11.7 54 181 5.6

2 Waterfall mall  rustenburg 1 044 7.9 49 268 5.0

3 lakeside mall  benoni 980 7.5 67 578 6.9

4 la lucia mall  Durban 874 6.6 36 343 3.7

5 kolonnade (50%)  Pretoria 714 5.4 36 355 3.7

6 Alberton City Alberton 671 5.1 49 295 5.0

7 Walmer Park Shopping Centre  Port Elizabeth 664 5.0 38 317 3.9

8 The Constantia Village  Cape Town 649 4.9 20 395 2.1

9 Northgate (50%)  johannesburg 639 4.9 45 286 4.6

10 Woodmead retail Park johannesburg 620 4.7 54 891 5.6

Total of top 10 8 393 63.7 451 909 46.1

KOLONNADE The Constantia Village

Tenant

Gross Monthly 
Retail Rental 

Rm
% of Gross 

Retail Rental

1 Edcon Holdings (Pty) ltd 8,6 7.5

2 The Foschini Group ltd 6,1 5.3

3 mr Price Group ltd 5,8 5.1

4 Pick ’n Pay Stores ltd 5,2 4.5

5 Pepkor Holdings 4,4 3.8

6 Shoprite Holdings ltd 4,3 3.7

7 massmart Holdings 3,9 3.4

8 Woolworths Holdings ltd 2,7 2.3

9 Truworths International ltd 2,6 2.3

10 Clicks Group ltd 2,2 2.0

Total of top 10 45,8 39.9

top 10 retail tenants

top 10 retail properties by value
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4.7%
low rise
<5	storeys

25.9%

b 
27.3%

A 
58.5%

C 
3.7%

P 
9.1%

Other 
1.4%

OFFICE GLA By BUILDING GRADE (%)



63Growthpoint Properties Limited Integrated Annual Review 2012

OFFICE

mENlYN COrNEr, PrETOrIA, GAUTENG



64

Market environment

Uncertainty in a sluggish global economy 
continues to impact negatively on the SA 
economy. Subdued key economic indicators 
show unadjusted GDP growth at 3.2% in 
Q2:2012, against 2.7% for Q1:2012. Headline 
inflation for june 2012 was 5.5%, which 
compares adversely with the average inflation 
rate of 5% for 2011.

Weakness in the economy continues to put 
pressure on office demand. The national office 
vacancy rate was 10.5% for Q2:2012, with 
prime space outperforming lower-grade space. 

lacklustre demand continues to put  
pressure on office rentals, and incentives 
offered to tenants and brokers remain highly 
competitive.

Performance

Despite difficult market conditions, the 
Growthpoint office portfolio upheld 
performance ahead of budget, increasing year-
on-year net income by 11.3% to r1,322 billion. 

Sectoral Reviews

OFFICE continued

KEy PERFORMANCE AREAS

 2012   2011  
Increase/ 

(Decrease)

Gross property revenue (r’million) 1 712  1 555 157

Property expenses (r’million) (390) (367) 23

Net property income (r’million) 1 322 1 188 134

Property expense ratio (%) 22.8 23.6 (0.8)

Vacancies (%) 5.8 8.1 (2.3)

Arrears (r’million) 10,9 8,2 2,7

bad debt provision (r’billion) 6,2 5,8 0,4

Average gross rental (r) 115 109 6

budgeted forward yield (%) 9.3 9.3 –

Average in-force escalation (%) 8.8 8.8 –

Weighted average lease period (years) 4.4 4.9 (0.5)

Asset value (r’billion) 14,6 13,7 0,9

Number of properties 130 134 (4)

GlA in m2 1 156 944 1 177 028 (20 084)

Value (excluding bulk) per m2 (r) 12 363 11 472 891

Capital expenditure (r’million) 350  264 86

we continue to  
grow our R14,6 billion  
premier office 
portfolio by investing 
in prime office nodes, 
geographically spread 
across South Africa’s 
major metropolitan 
areas and substantially 
let to blue chip tenants 
at market-related 
rentals, with a low risk 
lease expiry profile. 
we further purchase 
premium sites and 
develop aesthetically 
desirable, operationally 
efficient and cost 
effective, sustainable 
buildings for blue chip 
tenants. 

Gross rental per square metre has increased 
since 2006 as follows:

year
Gross 

rental/m²
% 

increase

2006 – 2007 r67

2007 – 2008 r79 17.9

2008 – 2009 r92 16.5

2009 – 2010 r103 12.0

2010 – 2011 r109 5.8

2011 – 2012 r115 5.5

The property expense ratio reduced slightly 
from 23.6% to 22.8%, notwithstanding 
significant increases in municipal costs and 
tenant installation allowances.

Vacancies reduced from 94 765m² (8.1%)  
at 1 july 2011 to 66 736m² (5.8%) at  
30 june 2012. Despite tough market 
conditions, this significant decrease is 
the result of a concerted focus by our 
property management teams and improved 
relationships with brokers. 
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CURRENT DEVELOPMENTS AND REDEVELOPMENTS

Location

Gross
lettable 
area m²

Expenditure 
approved

Rm

Estimated 
completion 

date

mayfair on the lake Umhlanga ridge, Durban  6 552 106,1 31 july 12

lakeside 3 Centurion, Pretoria 5 000 74,0 31 Dec 12

midrand Town Centre midrand  6 700 105,0 31 may 13

Grosvenor Corner – kaya Fm rosebank, johannesburg  3 320 60,5 31 Oct 12

Avroy Shlain midrand 5 960 44,1 31 mar 13

merck, longmeadow linbro Park  1 160 24,1 31 Aug 12

Total developments and 
redevelopments 28 692 413,8  

the Gautrain represents a new era in public 
transport for South Africa. It provides access to 
our cities, and office nodes, in a way South Africa 
has never experienced before. to capitalise on 
opportunities created by the Gautrain, we have 
focused on developing offices and mixed-use 
office properties at stations on the Gautrain route, 
as depicted on the map:

developments

  ROSEBANK
•	 35	000m2 office development near Rosebank Gautrain Station
•	 Estimated	development	value	–	R700	million
•	 Commencement	–	will	be	tenant	driven

  MTC
•	 	6	700m2 office development underway opposite Midrand 

Gautrain Station
•	 2	500m2 let to Gautrain Management Agency
•	 Development	value	–	R105	million
•	 Completion	–	31	May	2013

  LAKESIDE CENTURION
•	 25	000m2 office development to be developed in phases
•	 Phase	1	underway	–	5	000m2

•	 Development	value	Phase	1	–	R74	million
•	 Completion	Phase	1	–	31	December	2012

Hatfield Station

Pretoria Station

Centurion Station

Midrand Station

Sandton Station

Marlboro Station

Park Station

Rhodesfield
Station

ORT
Station

Rosebank Station
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OFFICE continued

Several major developments and 
redevelopments are underway, to increase our 
offering in desirable nodes.

ENVIRONMENTAL COMMITMENT 

Growthpoint achieved an important milestone 
in sustainable development. Two of our 
properties earned green stars from the Green 
building Council of South Africa (GbCSA), the 
country’s official green building authority. 
lincoln on the lake office development in 
Umhlanga, kwaZulu-Natal achieved a 4-Star 
Green Star SA Office as built v1 certification. 
The adjacent mayfair on the lake received a 
4-Star Green Star SA Office Design v1 rating. 

We are presently developing five new 
properties which are earmarked to achieve 
formal Green Star ratings.

Prospects 

We expect market conditions to stay 
challenging, with vacancy and rental levels 
remaining under pressure.

Underlying annual rental escalation rates on 
in-force leases provide the core growth in our 

of leases expiring in the year 142 656m² 
were renewed, equating to a renewal success 
rate of 74.6%. The renewal growth rate 
dropped slightly in response to the tougher 
environment.

Arrears remained under control because of 
continued proactive credit control strategies, 
ending the year at r10,9 million, or 5.4% of 
collectibles.

The office portfolio achieved a total return of 
12.9% for 2011, ahead of the IPD benchmark of 
12.3%. We regularly evaluate each property in 
our portfolio, testing it against our investment 
criteria. If a building falls short of these 
measures, we either redevelop the property, 
where feasible, or sell it. 

We sold five properties that did not meet 
Growthpoint’s office investment criteria for 
r167,7 million. We have entered agreements 
of sale to dispose of a further 11 buildings for 
r404,7 million.

In line with our investment strategy, we 
acquired portfolio-enhancing properties for 
r141,7 million and have completed agreements 
to purchase a further three office properties for 
r440,2 million.

OFFICE LEASE ExPIRy PROFILE

Vacancy monthly by june
2013

by june
2014

by june
2015

by june
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2017
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gross property revenue. Further upside 
potential is unlocked by renewing a high 
percentage of expiring leases at increased 
rentals, and by continuing to reduce 
vacancies. Several developments will 
become available to let during FY2013, 
benefiting revenue. 

We expect the ratio of expenses to 
income to show a rising trend in the 
coming year. This will put pressure on net 
property income growth. 

Further acquisition and development 
opportunities will be explored. We have 
planned capital expenditure exceeding  
r200 million. This will ensure our high-
quality office portfolio is maintained to 
attract quality tenants.

To manage the risk of expiring leases, 
we sustain a staggered expiry profile. 
In FY2013 15.4% of our leases by gross 
monthly rental expire. Our property 
management teams are already in contact 
with these tenants to discuss renewal 
terms.
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top 10 office tenants

top 10 office properties by value

Property name Location
Value 

Rm
% of Total

Office Portfolio
GLA June 2012 

m2
% of Total 

Office GLA

1 Investec  Sandton 1 893 13.0 70 945 6.2

2 The Place  Sandton 826 5.7 33 979 2.9

3 Constantia Office Park  roodepoort 779 5.3 71 955 6.2

4 montclare Place  Cape Town 483 3.3 29 446 2.5

5 Growthpoint business Park  midrand 429 2.9 62 966 5.5

6 36 Hans Strijdom Avenue Cape Town 339 2.3 12 836 1.1

7 Central Park midrand 317 2.2 34 060 2.9

8 Hatfield Gardens  Pretoria 314 2.2 25 556 2.2

9 N1 City Hospital  Cape Town 310 2.1 14 022 1.2

10 Sunnyside ridge Office Park johannesburg 268 1.8 29 571 2.6

Total of top 10 5 958 40.8 385 336 33.3

Tenant

Gross Monthly 
Office Rental 

Rm
% of Gross 

Office Rental

1 Investec ltd 19,4 15.5

2 Absa Group ltd 3,3 2.6

3 business Connexion Group ltd 2,9 2.3

4 Netcare Holdings ltd 2,9 2.3

5 mobile Telephone Networks (Pty) ltd 2,8 2.3

6 Ernst & Young Services 2,8 2.3

7 AON plc 2,6 2.1

8 Allied Electronics Corporation ltd 2,4 1.9

9 EOH Holdings ltd 1,7 1.3

10 Ibm South Africa (Pty) ltd 1,7 1.3

Total of top 10 42,5 33.9
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Market environment

The industrial sector as a whole has performed well, with positive 
manufacturing output reported in the first half of the financial year. 

Overall a steady decline in vacancies occurred across all major 
metropolitan areas. The demand for larger warehousing and distribution 
centres was notably higher than for manufacturing facilities. 

Smaller users remain under pressure, as reflected in our 
underperforming mini and midi units. This market segment shows the 
weakest demand, highest vacancies and largest number of defaults.

little, if any, quality development stock came to market. Several 
developers have taken positions on vacant land in non-traditional 
industrial areas, anticipating demand for development. land prices 
are excessively expensive and, with increasing development costs and 
associated fees, there’s a question around the sustainability of these 
developments and their rental feasibility.

Two major issues dominated the market. The cost of utilities, specifically 
electricity, continued to impact the manufacturing sector in particular. 
This is driving imports, which supports the warehousing and distribution 
sector. However, some items can only be made locally and increased 
costs are passed on to the end-user. The introduction of new highway 
tolls in Gauteng still awaits finalisation. However, we believe any toll 
costs incurred by businesses will also be passed on to the end-user.
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While disposing of these properties, acquiring 
new properties remained difficult. Properties 
available were excessively expensive or didn’t 
meet our investment objectives. However, 
we made a strategic acquisition of land in 
Cape Town, with the objective of unlocking an 
important site in Airport Industrial.

ENVIRONMENTAL COMMITMENT

Without a green building rating tool for 
industrial property in SA, we continue to liaise 
with our counterparts in Growthpoint’s retail 
and Office teams. Their successes in energy 
savings and green building are applied to the 
industrial portfolio as suitable. 

Prospects

because of compressed lease periods, 
lease renewals arise more often and we are 
negotiating a larger number of renewals each 
year. Signs point to lease periods increasing 
in length. We expect positive reversions of 
5% and over. Our portfolio will retain its 
solid performance, showing positive rental 
escalations with growth.

Projects completed include redeveloping 
an underperforming asset in Cape Town 
for Ellerines, as well as developing for the 
same client in Port Elizabeth. We finished 
redevelopments for bidvest Panalpina logistics 
and CHC Chemicals in kwaZulu-Natal. In 
Gauteng, we developed a new building for Fast 
and Furious at Growthpoint Industrial Estate. 
We also extended the Adcock Ingram building 
in midrand. In bellville South, the Nestle 
building extension began for completion in 
November 2012. 

Each of these developments supports rental 
income growth and improves the overall 
quality of our portfolio. We’re also exploring 
more redevelopment opportunities for the 
coming year.

Our project for Ellerines in Epping Cape Town 
won the SAPOA (South African Property 
Owners Association) Award for Innovative 
Excellence in Industrial Property Development.

We sold 13 properties. These properties did 
not meet our investment needs, because they 
were largely vacant, difficult to let, offered 
no redevelopment prospects or were unduly 
dependent on increasingly expensive utilities, 
such as electricity. 

Industrial businesses are now, more often than 
not, using the services of real estate advisers 
when sourcing and evaluating proposals for 
their property decisions. This increases the 
time taken to complete a transaction. 

Performance

Growthpoint’s industrial portfolio performed 
favourably, slightly ahead of budget. results 
were better than expected for leasing, and 
enhanced by improved utilities recovery and 
good expense management. 

regionally, kwaZulu-Natal continues to 
outperform the Western Cape and Gauteng 
regions.

Our ability to let vacancies, keep existing 
clients in their space and achieve positive 
renewal rental growth was key to this 
performance. 

Vacancies remain healthily low. They 
bottomed out at half year, and climbed slightly 
at year-end. We’ve kept tight control of arrears, 
which continue to show a positive trend.

Sectoral Reviews

INDUSTRIAL continued

KEy PERFORMANCE AREAS

 2012   2011  
Increase/ 

(Decrease)

Gross property revenue (r’million) 943  874 69

Property expenses (r’million) (206) (191) 15

Net property income (r’million) 737 683 54

Property expense ratio (%) 21.8 21.9 (0.1)

Vacancies (%) 3.4 4.3 (0.9)

Arrears (r’million) 6,9 9,7 (2,8)

bad debt provision (r’million) 2,8 5,7 (2,9)

Average gross rental (r) 36 33 3

budgeted forward yield (%) 11.0 10.8 0.2

Average in-force escalation (%) 8.7 8.4 0.3

Weighted average lease period (years) 3.0 2.8 0.2

Asset value (r’billion) 7,3 6,8 0,5

Number of properties 226 239 (13)

GlA in m2 2 219 781 2 242 762 (22 981)

Value (excluding bulk) per m2 (r) 3 222 2 961 261

Capital expenditure (r’million) 359  143 216
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Our programme of selling non-core or 
underperforming properties will further 
improve energy and cost efficiencies in the 
portfolio. The capital raised from disposals 
will help extract value from our core portfolio, 
which is well positioned to deliver continued 
performance.

rental levels in older industrial areas, where 
fundamentals like electricity and road access 
are good, have remained at a constant ceiling 
in recent years. We believe the potential exists 

Our most significant risk is the potential failure 
of a larger user. This would impact rental 
income, vacancy levels and holding costs. 
However, this risk is mitigated to an extent by 
the diversified nature of the portfolio.

We continue to evaluate our portfolio for 
valuable redevelopment opportunities. In the 
coming year, around r115  million will go to 
preserving, improving and redeveloping our 
properties. Almost half of this investment will 
create added revenue. 

Development land remains scarce, expensive 
and unsuitable for our investment. As a result, 
we will continue our focus of extracting 
value from the core portfolio. We remain 
opportunistic and will, where opportunities 
arise, pursue developments.

We have bulked up our industrial property 
development capacity in all three of our SA 
regions to actively follow opportunities that 
exist and to serve our existing clients.

An exciting industrial development for 
Grundfos will begin during the coming year. 
It supports our objectives of improving our 
properties and enhancing our portfolio with 
high-tech industrial properties, which also 
encompass green initiatives, for quality tenants 
at sustainable rental levels.

we made outstanding progress on our 
objective to extract value from the 
industrial portfolio through development 
and redevelopment. this is undoubtedly a 
major achievement. 

INDUSTRIAL LEASE ExPIRy PROFILE
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for these rentals to break through this 
ceiling, relative to new developments, in 
the coming year.

Unlocking portions of assets that we 
previously didn’t ascribe value to, we 
are actively aiming for leasing rooftop 
space for solar power, to sell into the grid. 
besides providing electricity for building 
users, which is a vital commodity in 
SA, this could be a new source of rental 
income.
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INDUSTRIAL continued

top 10 industrial tenants

Tenant

Gross Monthly 
Industrial Rental 

Rm
% of Gross 

Industrial Rental

1 The bidvest Group ltd 2,5 3.2

2 African bank Investments ltd 2,2 2.9

3 Imperial Holdings ltd 2,1 2.7

4 Adcock Ingram Holdings ltd 1,7 2.2

5 Scania South Africa (Pty) ltd 1,5 1.9

6 Illiad Africa Trading (Pty) ltd 1,2 1.6

7 The laser Transport Group (Pty) ltd 1,2 1.6

8 kulingile metals (Pty) ltd 1,1 1.5

9 Allied Electronics Corporation ltd 1,1 1.4

10 barloworld ltd 1,0 1.3

Total of top 10 15,6 20.3

top 10 industrial properties by value

Property name Location
Value 

Rm
% of Total 

Industrial Portfolio
GLA June 2012

m2
% of 

Total Industrial GLA

1 Growthpoint Industrial Estate Germiston 353 4.9 59 166 2.7

2 Hilltop Industrial Park Germiston 173 2.4 69 571 3.1

3 Adcock Ingram  midrand 172 2.4 21 536 1.0

4 Central Park Cape Town 122 1.7 49 135 2.2

5 Grenville Cape Town 120 1.6 16 220 0.7

6 Omni Park johannesburg 113 1.5 40 527 1.8

7 Pine Industrial Park New Germany 110 1.5 39 150 1.8

8 226 brakpan road  boksburg 100 1.4 40 300 1.8

9 kulingile building  kempton Park 96 1.3 49 000 2.2

10 midas meadowdale  Germiston 93 1.3 18 981 0.9

Total of top 10 1 452 20.0 403 586 18.2
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MOSt VISIted tOuRISt 
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V&A WATERFRONT

V&A WATErFrONT, CAPE TOWN
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Our investment in the 
V&A waterfront

Growthpoint owns 50% of the V&A 
Waterfront, and our investment is valued at 
some r4,9 billion. The V&A Waterfront is a 
mixed-use property development around the 
historic Victoria and Alfred basin which formed 
Cape Town’s original harbour. This quality 
property with a unique location is South 
Africa’s premier tourist destination attracting 
21 million visitors yearly. The development 
comprises a mix of retail, office, hotel and 
industrial properties let to financially sound 
tenants. A landmark South African asset, it is a 
major attraction with historic significance and 
heritage sites on a working harbour.

This is the first full year the V&A Waterfront 
has contributed to Growthpoint’s income. This 
prime asset performed positively at original 
projected levels. Within the asset, different 
property sectors performed to varying degrees, 
with the hospitality industry remaining under 
pressure and retail showing improved results.

The V&A Waterfront commanded our focused 
attention to ensure an optimised asset that 
delivers on our expectations. Working closely 
with V&A Waterfront CEO David Green and 

his team at the precinct the focus was on 
tightening overhead management costs at 
the property, stepping up maintenance at the 
shopping centre and improving tenant relations 
and letting of vacant space. 

Development of the new Allan Gray head 
office and the redevelopment project of the 
Food Court are underway with scheduled 
completion in September 2013 and November 
2012 respectively. The Clock Tower precinct 
redevelopment was completed and will 
contribute to growing rental income as it 
approaches full occupancy.

The V&A Waterfront team is actively pursuing 
the roll-out of development opportunities in 
the coming year, specifically retail space, in line 
with current demand. Constant planning and 
updating of the V&A Waterfront development 
master plan allows the team to take swift 
advantage of market opportunities when they 
present themselves.

During the year under review, an amount 
of r46,8 million in interest was expensed 
representing the finance cost in respect of 
Growthpoint’s share of the acquisition of 
approximately 220 000m2 of bulk rights at 
the V&A Waterfront. This amount is now 
in the base for calculating Growthpoint’s 
distributions per linked unit as it is anticipated 
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V&A WATERFRONT continued

KEy PERFORMANCE AREAS

Total
2012

Gross property revenue (r’million) 824*

Property expenses (r’million) (214)*

Net property income (r’million) 610*

Property expense ratio (%) 26.0

Vacancies (%) 1.6

Arrears (r’million) 38,1

bad debt provision (r’million) 19,9

Average gross rental (r) 152

budgeted forward yield (%) 6.8

Average in-force escalation (%) 8.5

Weighted average lease period (years) 5.0

Asset value (r’billion) 9,9

GlA in m2 192 086

Value (excluding bulk) per m2 (r) 22 503

Capital expenditure (r’million) 128

* represent 100% of the V&A Waterfront. 
 

that this amount will reduce over time as 
the unutilised bulk is converted into income 
producing properties through development.

How the V&A Waterfront offers Growthpoint 
and our unitholders value:
•	 	It	provides	unique	exposure	to	Africa’s	most	

prominent commercial property and the 
most comprehensive mixed-use precinct on 
the continent

•	 	The	income	producing	part	of	this	asset	
offers sustainable, growing prospects

•	 	The	rental	income	it	generates	flows	straight	
to unitholders, and comprises 12.2% of 
Growthpoint’s distributable earnings

•	 	The	weighted	average	lease	length	is	 
5,0 years

•	 	Its	undeveloped	bulk	provides	the	
opportunity for future accretive growth by 
adding new developments

•	 	It	provides	exceptional	exposure	to	the	
Western Cape commercial property market.

Market environment

GDP growth for the year was 3.2%. National 
retail sales have tracked ahead of inflation with 
year-on-year sales for the 12 month period 
growing on average just over 10%.

Despite the recent spate of positive retailers’ 
results, the outlook for retail remains 
challenging. many of the national retailers’ 
headline earnings growth has been driven by 
expansion, particularly in Africa and is not 
necessarily like-for-like growth.

High vacancies in the office market continue, 
which has put pressure on achieving premium 
rental levels at the V&A Waterfront. It has 
been increasingly difficult to maintain rental 
levels and beneficial incentives are being 
offered to tenants. The V&A Waterfront 
location and quality of product has proven to 
be advantageous.
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of an 18 000m² building for Allan Gray will free 
up the 12 000m² office space they currently 
occupy in 2013. This space will be refurbished 
and remodelled to meet market demand whilst 
continually striving to maintain and improve 
existing buildings.

The major development project in construction 
is the 18 000m² office building in the Silo 
precinct. In addition we have reviewed the 
master plan to accommodate further office 
accommodation, residential and a hotel.

In addition to the Silo site, we are in the 
process of planning the Gateway and the 
Granger bay sites. both will be mixed-use sites 
with their own character and identity.

Hotels continue to be a significant aspect 
of the V&A Waterfront, and there is scope 
to expand. However, while current market 
conditions are showing some signs of 
improvement it is not the time to develop at 
present. Focus for the coming year is to build 
on existing relationships with hotel operators 
in order to assist them to succeed in the 
challenging market conditions.

In may 2012 the V&A Waterfront embarked 
on the r40 million redevelopment of the 
Food Court. This is 97% pre-let and due to 
re-open in November 2012. This project will 
ensure full integration and a consistently high 
standard of the Victoria Wharf’s dining offering 
with the overall retail experience. This will be 
achieved by optimising the unique positioning 
of its quality fast food offering, and by 
accommodating a 40% increase in the number 
of fast food outlets. The new design ensures 
optimal use of space by creating a free flow 
natural indoor/outdoor communal dining area 
around a vibrant communal location, water 
feature and a children’s play area.

In addition, the V&A Waterfront continues to 
investigate opportunities to increase the scope 
of the existing Victoria Wharf envelope so as 
to accommodate the requirements for large 
space users, as well as those existing tenants 
looking to expand.  

In the office sector refurbishment is committed 
to include the Granger bay building in 
anticipation of Allan Gray relocating to their 
new premises in the Silo precinct. 

Victoria Wharf at 1.9% are higher than normal, 
but are expected to drop following the take up 
of certain large spaces.

A concerted leasing effort resulted in the 
office vacancy level reducing from 6.2% 
in September 2011 (Clock Tower Office 
conversion) to 2.4% in june 2012. The 
industrial and hotel portfolio stands at a  
0% vacancy.

Tenant retention for office tenants has been at 
100% for the period which translates into  
33 lease renewals. This retention has also 
greatly assisted in reducing costs for tenant fit-
outs, broker commission, as well as a vacancy 
period of no income. The average rental rate 
for these renewals is r207/m² at an 8.9% 
escalation.

Arrears remain within acceptable levels as 
tenant failures have been limited over the 
period and when it has been apparent tenants 
are in financial difficulties, they are relatively 
easily replaced. The monthly collectables has 
improved over the period. 

Prospects

The overall strategy of the V&A Waterfront 
is to deliver superior returns to investors; be a 
premium location for retail, office, hotel and 
residential property; and to further develop the 
remaining undeveloped bulk.

recent studies have indicated there is an 
immediate demand for additional retail space 
and we intend to increase the trading space 
in the Victoria Wharf, while maintaining 
focus on the key aspects of a differentiated 
tenancy mix, adjacencies and appropriate site 
selection. Insights into consumer demand 
and expectations are carefully assessed 
against space management and strategic lease 
planning principles. Continuous effort is put 
into ensuring that tenant offerings remain in 
sync with the changing needs of consumers.  
As part of this, the first Zara store in the 
Western Cape opened in late August 2012. 

The commercial and industrial strategy 
continues to build on premier office 
accommodation to blue chip tenants, in a 
world class location. The current construction 

Performance

retail sales performance at the V&A 
Waterfront over the past 12 months has been 
very strong in the context of both the local 
and international financial climate. retail sales 
for the year have increased 12.8% over the 
comparative 12 month period. This increase 
has been driven by strong performances in the 
food sector, particularly speciality foods and 
coffee shops. jewellers, audio and visual as well 
as interiors have seen good growth.

Foot count at the V&A Waterfront is 
consistently strong with a growth of 2.5% for 
the year putting annual visitorship in excess of  
21,9 million. This increase has been driven in 
part by the growth in international tourist 
numbers to Cape Town, as well as more regular 
visits from local clientele. The V&A once 
again received the “most visitors in a day” 
award from the industry’s leading pedestrian 
counting system for 31 December 2011.  

The V&A Waterfront’s reputation as a premier 
shopping and entertainment destination 
helps attract patrons from across the Cape 
metropole, who all have good disposable 
income. Visitors spend on average just short 
of 3½ hours per visit at the Waterfront. The 
origin of shoppers is seasonal, with higher 
proportions of local and foreign visitors evident 
in the overall visitor pool during the months 
December to march.

In the office sector, the filling of vacancies 
and retention of tenants has been a key focus 
over the past year. The conversion of the Clock 
Tower retail centre into predominantly office 
space brought about an additional 3 712m² 
into vacancies. Demand from the market 
has been for good quality space in the right 
location. As at the end of june 2012, 73% of 
this space has been let. 

The cost to income ratio remains relatively 
consistent and was maintained with the 
backdrop of increased utility charges and an 
abnormal increase in assessment rates.

retail vacancies over the period averaged 
3.6% which reflects some large spaces in the 
precinct which are in the process of being filled, 
as well as the re-letting of the Clock Tower 
following its redevelopment. Vacancies at the 
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The prospects for the V&A Waterfront remain 
positive with the underlying fundamentals 
of location, quality, mainly local foot count, 
together with a changing but strong mix of 
international tourists. Affordability, specifically 
cost of occupancy, following high assessment 
rates and utility price increases remains 
a challenge in the short term. However, 
improving sales revenues and fewer renewals 
in the coming year should keep rental income 
in line with escalations and bring occupancy 
costs in line with IPD benchmarks. Upside 
potential will be delivered from the impact of 
the developments, but this will not be a full 
year effect, in the coming year.

The objective is to further reduce the retail 
vacancy level in the Victoria Wharf to below  
1% and commercial vacancies to remain  
below 3%.     

Escalation rates going forward have been 
negotiated at an average of just below 8% 
on new deals and set at an average of 8% for 
existing leases, with the strategy to maintain 
this level. 

The hotel industry continues to be affected by 
the prevailing economic climate, with small 
increases in growth. It remains a difficult time 
for the hoteliers and we continue to work 
closely with them on initiatives to help ease 
this situation.

The Portswood building is earmarked to be 
converted from commercial to an accessible 
residential concept. This is committed to start 
post the Allan Gray relocation in September 
2013. 

Other major infrastructural developments 
include the construction of various IrT stations 
which will directly link the V&A with the 
Airport, the Cape Town CbD, Table View, Hout 
bay and Camps bay. The first phase is due to be 
completed by 31 march 2013.

In addition, the V&A Waterfront continues 
to enhance the accessibility and connectivity 
within the precinct for pedestrians and traffic.

The V&A Waterfront residential, office and 
hotel bulk is arguably the most valuable in 
South Africa due to its premier location. The 
development rights provide development 
flexibility in terms of land use rights and timing 
of development.

bulk and other non-income producing assets 
have been valued at r1,1 billion which equates 
to an average of approximately r5 552/m². 
The bulk has been valued based on a 12 year 
development period.

While the outlook for consumers remains 
difficult, as they have to cope with a wide 
range of cost increases eroding their spending 
power, there are some signs of recovery such 
as the increase in retail sales and the interest in 
office accommodation. 
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V&A WATERFRONT continued

top 10 V&A tenants

Tenant

% of 
Gross

Rental

1 The board of Executors 6.2

2 Allan Gray limited 3.8

3 Table bay 3.1

4 Commodore Hotel 2.6

5 bP Southern Africa 2.5

6 V&A Hotel 2.7

7 Woolworths 2.3

8 Tourvest Group 2.0

9 busby Group 1.6

10
National Department of 
Public Works 1.5

Total of top 10 28.3

ENVIRONMENTAL COMMITMENT

The Allan Gray Development, at number 1 Silo 
building in the Clock Tower precinct, is expected 
to be a five star green rated building benefiting 
from a sophisticated seawater cooling system 
due to its unique positioning to the ocean.

The energy performance of a typical floor in 
this building, compared against a similar floor 
in a regular building, with system and material 
properties set as the minimum required by 
the building energy use standard SANS 204, 
predict savings of roughly 50% on electricity 
consumption and CO2 emissions.

A further key feature is the building’s fully 
glazed, double skin façade to maximise views 
towards Table mountain as well as the ocean, 
thus ensuring optimal use of natural light. The 
building is to be equipped with an intelligent 
building management system to help eliminate 
normal drawbacks associated with glass 
façades.  

BULK ALLOCATION PER SECTOR AND USE BASED ON APPROVED PRECINCT PLANS (m2)

Precinct Retail Office Hotels Residential Total

Victoria Wharf 10 100 – 7 500 – 17 600

Pierhead – 12 681 12 200 20 526 45 407

Portswood 
ridge 1 448 17 594 – 12 741 31 783

Clock Tower – – 10 359 62 657 73 016

Gateway 
Amsterdam 
battery – – 8 800 2 100 10 900

New basin 
residential 11 500 – – – 11 500

Granger bay – 9 701 – – 9 701

Total 23 048 39 976 38 859 98 024 199 907



79Growthpoint Properties Limited Integrated Annual Review 2012

V&A LEASE ExPIRy % OF GLA

Vacancy monthly by june
2013

by june
2014

by june
2015

by june
2016

by june
2017

After june
2017

2.4% – 21.3% 4.2% 7.1% 11.6% 12.6% 40.8%

4.5% – 16.2% 12.0% 16.0% 8.0% 18.9% 24.4%

– – 14.0% 5.0% – – 10.0% 71.0%

– – 13.7% 0.9% – 0.5% – 84.9%
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V&A LEASE ExPIRy % OF GROSS RENTAL

Vacancy monthly by june
2013

by june
2014

by june
2015

by june
2016

by june
2017

After june
2017

– – 10.6% 2.3% 3.2% 1.7% 6.8% 75.4%
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GrOWTHPOINT
AUSTrAlIA

South Australia 
9.3%

Tasmania 
1.6%

Victoria 
30.4%

ACT 
3.6%

New South Wales 
8.5%

Western Australia 
7.0%

Queensland 
39.6%

GEOGRAPHIC DIVERSITy (%) By VALUE

Our investment in GOZ

GOZ had a market capitalisation of AUD796,9 million at 30 june 
2012 and owns 41 quality industrial and office buildings valued at 
AUD1,6 billion.

GOZ delivered stellar investment performance for Growthpoint 
during the financial year to 30 june 2012 with a total shareholder 
return of 37.1% in rand terms comprising an income return of 
11.7% and a capital return of 25.4%. Total distributions received 
from GOZ during the year amounted to r281,6 million. 

During the year, Growthpoint invested a further r1,5 billion in 
GOZ in two rights issues, where we took up our full entitlement 
as well as underwriting the rights offers, thereby growing our 
total investment to r3,1 billion.

In line with Growthpoint’s own philosophy, GOZ is internally 
managed and Timothy Collyer (managing Director) and his team 
are based in offices in melbourne. 

While Growthpoint benefits from a strong degree of certainty 
on the distributions we will earn from GOZ in AUD, currency 
value variations mean we have less certainty about the final 
rand amount we will receive. To increase this certainty, we 
introduced a hedging strategy for income from GOZ’s bi-annual 
distributions. This approach achieves two desirable results for 
Growthpoint. It provides greater clarity on the rand value of 
distributions we will receive and, in turn, distribute to our linked 

TImOTHY COllYEr – mANAGING DIrECTOr, GOZ

GROwthPOInt OwnS 64.5% 
Of GROwthPOInt PROPeRtIeS

AuStRALIA LIMIted (GOZ), An AuStRALIAn StOCK eXChAnGe 
(ASX) LISted A-ReIt thAt tRAdeS undeR the ShARe COde GOZ.
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GROWTHPOINT 
AUSTRALIA

52 mErIVAlE STrEET, SOUTH brISbANE, QUEENSlAND
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•	 GOZ	delivered	a	distribution	of	 
AUD17,6 cents per stapled security for the 
year ending 30 june 2012 and forecasts 
distributable income for the coming year of  
AUD19,1 to 19,4 cents in distribution per 
stapled security, of which it will distribute 
AUD18,3 cents. This represents 3.9% growth 
on the current year

•	 Growthpoint’s	executive	exercises	
significant influence in the strategic focus 
and daily management of GOZ, in line with 
Growthpoint’s stated objectives.

As a company listed on the 
ASX, GOZ publishes its own 
statutory reporting which 
offers more details about 
the company and its results. 
this information is available 
at www.growthpoint.com.au 
and www.growthpoint.co.za.

•	 It	is	a	pure	Australian	investment	with	all	 
41 properties located in Australia, proximate 
to key infrastructure, particularly CbDs, 
ports, airports and major arterial road 
networks

•	 It	is	a	low-risk	investment	in	Australia	with	
the majority of its rental income coming 
from some of Australia’s largest and most 
stable companies

•	 The	distribution	from	GOZ	comprises	100%	
sustainable rental income. GOZ does not 
have exposure to activities like development, 
funds management, foreign property assets 
and third party debt financing activities, 
which are particularly prevalent among 
listed A-rEITs

•	 The	weighted	average	lease	length	is	seven	
years with only 14.8% of the leases expiring 
over the next three years

•	 GOZ	is	listed	on	the	ASX	and	this	provides	
various alternative sources of capital to that 
of Growthpoint’s own capital, over the long-
term, to fund GOZ’s planned growth

•	 GOZ	offers	a	yield	enhancing	opportunity	
to gain exposure to quality industrial and 
office assets with a yield that exceeds that 
available in South Africa for similar quality

unitholders. It also presents the opportunity 
to optimise rand revenue by hedging at 
favourable rates, where possible.

Growthpoint will continue to support GOZ 
to meet its stated objective of growing the 
company to a market capitalisation of  
AUD1 billion. This will heighten its 
attractiveness as an investment to Australian 
institutions and provide investors with a liquid 
and tradable investment that will deliver 
growing returns over the long term.

GOZ remains a priority for Growthpoint in the 
present environment where transactions and 
yields in the Australian market surpass many 
local opportunities, representing a better use 
of capital.

How GOZ offers Growthpoint and our 
unitholders value:
•	 The	size	of	our	investment	in	GOZ	at	 

a fair value of r4,3 billion is large enough 
to have an impact on Growthpoint without 
changing the nature of the company or 
exposing it to excessive foreign risk

•	 It	provides	international	diversification	
and exposure to a developed and stable 
economy that has prospered throughout the 
global financial crisis

Sectoral Reviews

GROWTHPOINT AUSTRALIA continued

KEy PERFORMANCE AREAS

 2012   2011  
Increase/ 

(Decrease)

Gross property revenue (r’million) 1 011 607 404

Property expenses (r’million) (105) (53) 52

Net property income (r’million) 906 554 352

Property expense ratio (%) 10.4 8.7 1.7

Vacancies (%) 0.3 – 0.3

budgeted forward yield (%) 8.5 8.4 0.1

Average in-force escalation (%) 3.2 3.0 0.2

Weighted average lease period (years) 7.2 8.9 (1.7)

Asset value (r’billion) 13,1 8,4 4,7

Number of properties 41 37 4

GlA in m2 900 676 843 964 56 712

Value (excluding bulk) per m2 (r) 14 565 9 981 4 584 

Capital expenditure (r’million) 831  20  811 

Note: Average exchange rate r8.01/AUD (2011: r6.91/AUD) and represents 100% of GOZ
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Market environment

Industrial portfolio: In the broader market, 
the first half of the year saw a number of 
large single asset and portfolio acquisitions, 
notably involving overseas sovereign and 
pension funds. The second half of the year saw 
comparatively fewer transactions although 
institutional grade industrial property remains 
an attractive investment proposition in light 
of declining finance interest rates and bond 
yields.

Market metrics remained relatively stable 
during the year with limited transactions in 
the second half subduing yield compression. 
Forecasts for rental growth have started 
to be scaled back as informed observers 
apply greater scrutiny to the demand side of 
the equation having previously focused on 
limited supply as a driver of growth. GOZ’s 
industrial portfolio remains dominated by large 
modern regional distribution centres leased 
to supermarket giants Woolworths and Coles 
on long leases. With the core of the industrial 
portfolio underpinned by “non-discretionary” 
consumption, the prospects for rental growth 
remain solid.

Performance

Industrial portfolio: During the year GOZ 
continued its strategy of divesting smaller, 
older industrial assets. A single property was 
sold for its book value of AUD5,2 million. The 
lease on this ageing asset was close to expiry 
and the sale capitalised on the strong owner 
occupier market in a tightly held industrial 
precinct. Although no new industrial assets 
were purchased this year as GOZ continued to 
diversify its portfolio by reweighting towards 
office assets, GOZ nevertheless remains on the 
lookout for modern industrial buildings with 
long weighted average leases to “blue chip” 
tenants. Although not a developer, GOZ has 
capacity to invest capital in expanding existing 
assets in response to demand from its current 
tenants.

Office portfolio: The year was again busy with 
several acquisitions. GOZ commenced the year 
with a 35% weighting to the office sector and 
continued to target the sector as, in the view 
of directors and management, this sector will 
outperform over the short to medium term. 

WOrlD pArk, 33-39 rIChMOnD rOAD, kesWICk, sOUTh AUsTrAlIA



84

Sectoral Reviews

GROWTHPOINT AUSTRALIA continued

Prospects

Industrial portfolio: GOZ will continue to 
maximise returns from its existing assets 
and has demonstrated that it can work 
with its existing tenants to respond to their 
often rapidly changing needs exemplified by 
property expansions. GOZ works proactively 
to retain tenants, maintaining high levels of 
occupancy and minimising potential leasing 
downtime. 

GOZ remains keen to expand its industrial 
portfolio, particularly in New South Wales, 
provided suitable properties or portfolios 
comprising modern buildings, leased to secure 
tenants on long leases, can be sourced which 
meet strict investment criteria.

Office portfolio: GOZ currently has two 
office buildings under development, one in 
Queensland and the other in New South 
Wales. In both cases, GOZ has purchased 
the land from the developer and entered 
into a “fund through” arrangement, whereby 
GOZ receives a monthly coupon of 8.75% 
per annum on its cumulative outlay until 
completion. both assets are scheduled for 
completion by the end of 2012 and the 
initial yield following practical completion 
will be 8.25% and 8.10%, respectively. The 
properties have been independently valued 
at an aggregate AUD165,2 million upon 
completion and both are expected to be 
excellent additions to GOZ’s existing modern 
office portfolio. GOZ will continue to seek this 
style of acquisition in the future as it offers an 
excellent way of acquiring newly constructed, 
highly green accredited, well leased assets at 
generous yields.

GOZ will continue to seek opportunities 
within the office portfolio which increase the 
net income and improve the sustainability 
attributes within the portfolio. The asset 
management activities will focus on upcoming 
lease expiries within the portfolio in an 
attempt to agree lease extensions ahead of 
expiry to avoid any rental downtime.

expiry of 6,0 years as at 30 june 2012. For the 
majority of FY2012 GOZ maintained 100% 
occupancy across its portfolio. However, in the 
last quarter of FY2012, 3 641 square metres 
of space became available. GOZ remains 
confident that the space is well positioned 
in the market to be attractive to prospective 
tenants. 

GOZ successfully acquired five office assets 
during the year, for a total value of  
AUD345,3 million at an average initial yield  
of 8.9%.

The GOZ office portfolio benefits from a 
comparatively long weighted average lease 

GOZ LEASE ExPIRy % OF GLA

Vacancy monthly by june
2013

by june
2014

by june
2015

by june
2016

by june
2017

After june
2017

– – 1.9% 11.4% 7.3% 9.9% 12.8% 56.7%
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GOZ LEASE ExPIRy % OF GROSS RENTAL

Vacancy monthly by june
2013

by june
2014

by june
2015

by june
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by june
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After june
2017
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top 10 GOZ properties by value

Property name Location
Value 

AUDm
% of Total 

GOZ Portfolio
GLA June 2012

m2
% of 

Total GOZ GLA

1 70 Distribution Street Queensland 159 9.7 75 425 8.4

2 333 Ann Street Queensland 116 7.1 16 476 1.8

3 2 Horrie miller Drive Western Australia 111 6.8 80 374 8.9

4 219-247 Pacific Highway New South Wales 83 5.1 14 136 1.6

5 1231-1241 Sandgate road Queensland 83 5.0 18 536 2.1

6 GE 2-572-576 Swan Street Victoria 74 4.5 14 660 1.6

7 134 lillkar road New South Wales 71 4.3 42 826 4.8

8 28 bilston Drive Victoria 71 4.3 57 440 6.4

9 22 Cordelia Street Queensland 68 4.2 11 561 1.3

10 52 merivale Street Queensland 65 4.0 9 453 1.0

Total of top 10 901 55.0 340 887 37.9

top 10 GOZ tenants

Tenant

Gross Monthly 
GOZ Rental 

AUDm
% of Gross 

GOZ Rental

1 Woolworths limited 3,4 28.3

2 GE Capital Finance Australasia 0,8 6.9

3 Commonwealth of Australia 0,6 4.7

4 Coles Group limited 0,6 4.7

5 Sinclair knight merz 0,4 3.6

6 Energex 0,4 3.4

7 Star Track Express 0,3 2.5

8 runge limited 0,3 2.2

9 Fox Sports 0,3 2.2

10 Downer mining 0,2 2.0

Total of top 10 7,3 60.5
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The sectoral reporting lines pose a challenge for the service 
divisions to ensure processes are standardised across sectors and 
that the quality of service remains consistent and meets each 
sector’s requirements. The aim is to deliver standardised and 
efficient support to enable the sectors to service our tenants 
optimally. We continue to work collectively to refine  
our processes and improve efficiency and effectiveness. 

Growthpoint continues to deliver an efficient, transparent service 
to clients to assist them in reducing their overheads. This protects 
our net rental position which has the potential to be eroded by 
continued increases in administered costs.

Sectoral Reviews

OuR SeRVICe dIVISIOnS’ fOCuS IS 
tO SuPPORt OuR thRee SOuth 
AfRICAn SeCtORS* effICIentLY, 
effeCtIVeLY And In A COSt-
effeCtIVe MAnneR tO enAbLe 
theM tO deLIVeR PROfItAbLY On 
theIR MAndAte Of SeRVInG OuR 
CLIentS.

SUPPOrT
SErVICES

ESTIENNE DE klErk – EXECUTIVE DIrECTOr 

* Excludes the V&A Waterfront
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Sectoral Reviews

SUPPORT SERVICES continued

Division Objectives Key performance indicators Highlights for Fy2012

Human resources Creating a working environment 
that is conducive to performance 
and productivity, appropriately 
rewarding performance, promoting a 
culture of ownership and belonging, 
allowing us to attract and retain the 
best people with the right skills

•	 Performance	Development	process
•	 Furthering	of	race	and	gender	

transformation at all levels
•	 Employment	equity	targets	in	terms	

of the Property Sector Charter
•	 On-line	human	resources	

management system

•	 	Full	incorporation	of	all	staff	into	
one employee entity, namely 
Growthpoint management Services

•	 	Staff	survey	overall	score	of	67%	
with an 83% response rate

•	 	Review	of	remuneration	philosophy	
and strategy to ensure relevance 
with market developments

•	 	Staff	performance	rewards	aligned	 
to kPIs

•	 	Improvement	of	Employee	Equity	
representation at every level below 
the board and Executive Committee

learning and 
Development

Continuously seeking to 
increase employee performance, 
effectiveness and enrichment by 
implementing skills development 
and training programmes which 
underpin our corporate objectives 
and desired culture

•	 Number	of	employees	trained
•	 Percentage	of	skills	development	

budget utilised
•	 Percentage	of	payroll	spent	on	

accredited training

•	 Roll-out	of	the	new	Performance	
Development process to the entire 
organisation

•	 Eighteen	employees	were	enrolled	on	
a mentorship programme

•	 Forty	five	handymen	completed	
an Advanced Handyman skills 
programme which afforded the 
participants credits towards a Civil 
and building Construction NQF 12 
or a National Certificate in Electrical 
Engineering

•	 Forty	employees	attended	the	
Interviewing Techniques for 
Successful recruitment programme 

Facilities management To ensure that buildings are operated 
in the most optimal manner by 
preserving the asset in a cost 
effective manner and in so doing 
ensuring a safe environment

•	 Standardisation	of	process	and	risk	
management

•	 Vendor	management
•	 Identification	and	management	of	

assets
•	 Cost	stabilisation
•	 Leadership	and	ownership

•	 Increasing	BEE	preferential	spend
•	 Streamlining	the	procurement	

process in anticipation of the 
implementation of a fully 
computerised facilities management 
system (IFCA)

•	 Reduction	in	building	related	risks	by	
working more closely with insurers 

•	 Completion	of	the	Asset	
Identification and Verification 
Project for all inland and kwaZulu-
Natal properties

•	 Completion	of	national	Requests	
for Proposal (rFP) for the key 
outsourced ‘soft-services’

•	 Initiation	of	minimum	standards	for	
the maintenance of assets
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Division Objectives Key performance indicators Highlights for Fy2012

Utilities management Continuously seeking to ensure 
accurate billing and management 
of all utility charges and queries. 
Actively exploring Sustainable 
business Development through 
“energy efficiency” and “greening” 
initiatives to create more sustainable 
space at a reduced “total cost of 
occupancy”

•	 Accurate	utility	billing	of	all	clients
•	 Timeous	response	to	all	queries	and	

issues
•	 Timeous	attendance	to	the	opening	

or closing of utility accounts and the 
securing of refunds

•	 Ensure	metering	equipment	complies	
with regulatory requirements and 
functions correctly

•	 Implement	energy	and	water	
efficiency across all sectors

•	 Explore	and	implement	alternate	
energy sources, ”green energy” and 
energy security

•	 Reduce	impact	on	the	environment	
by reducing direct and indirect 
carbon emissions

•	 Energy	efficiency	projects	
implemented across various 
buildings resulting in a saving per 
annum in excess of 10 million kWh

•	 Staff	energy	and	water	saving	project	
resulting in a saving per annum of 
approximately 2,7 million kWh and 
241 thousand kl

•	 Carbon	disclosure	improved	from	
46% to 83% 

•	 165	bulk	check	meters	(82	on	
remote) installed

•	 On-line	issue	tracking	and	reporting	
dashboard for utilities implemented

•	 Pilot	rooftop	solar	project	
implemented

Corporate marketing To enhance positive engagement 
with the Growthpoint brand through 
targeted advertising, branding and 
stakeholder communications

•	 Together	with	the	sectors	identify	
opportunities in line with strategic 
objectives to promote Growthpoint 
activities and projects

•	 Integrate	and	promote	the	
Growthpoint culture and values 
among all staff nationally

•	 Drive	research	programmes	and	
additional initiatives to improve 
tenant attraction and retention

•	 Integrate	the	digital	medium,	
including social media, into our 
broader communications

•	 Enhance	client	relationships
•	 Support	of	the	property	industry	

though strategic sponsorships
•	 To	maintain	and	uphold	the	

Growthpoint brand and corporate 
identity  

•	 Media	publicity	in	excess	of	 
r32 million achieved

•	 Launched		new	intranet	in	
collaboration with IT division

•	 Launched	successful	“10	year	–	 
r30 billion” campaign

•	 Successfully	executed	77	events	

Information 
Technology (IT)

To support the South African sectors 
of the business across all geographic 
regions by providing Information 
Technology services and support

•	 Effective	utilisation	of	outsourced	
operations and internal focus on 
enhancing IT value to the business

•	 Optimisation	of	the	performance	
of the IT infrastructure and the 
deployment of human resources

•	 Identification,	assessment,	
mitigation and monitoring of  
IT risks

•	 Securing	the	IT	environment	
and reduction of vulnerabilities 
impacting on operations and the 
business

•	 Compliance	with	King	III	IT	
governance principles

•	 Successful	disaster	recovery	 
testing

•	 Value	of	IT	spend

•	 Substantial	development	of	a	new	
property and financial management 
system (IFCA)

•	 Implementation	of	new	hardware	
infrastructure resulting in server 
virtualisation increasing from 18% 
to 90% and a reduction in server 
footprint by 50%

•	 Mirroring	and	replication	of	all	
databases in real time to the disaster 
recovery site

•	 Segmentation	of	the	network	to	
mitigate the risk of an attack or virus 
outbreak

•	 Redevelopment	of	entire	intranet	
and revamp of  management reports

•	 Upgrade	of	Wide	Area	Network	
(WAN) infrastructure for major retail 
centres

•	 Containment	of	IT	expenditure	at	
similar levels to FY2011
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Corporate Responsibility

SOCIAL, ETHICS AND TRANSFORMATION COMMITTEE

The company’s Transformation Committee took on the statutory duties of the Social and Ethics 
Committee with effect from 1 may 2012.  Accordingly, with effect from that date, the Committee 
was renamed the Social, Ethics and Transformation Committee and its Terms of reference were 
amended to incorporate the functions prescribed by the Companies Act of 2008, as amended.

The committee comprises four non-executive directors. It meets on a scheduled basis four times 
per annum. meetings are attended by the company’s executive director and other members of the 
Executive Committee.

At its meetings during the financial year ended 30 june 2012, the committee dealt with the 
following: 

•	 Social	upliftment	grants	and	donations	to	charitable	institutions,	as	well	as	the	quarterly	
monitoring of such grants on a cumulative basis, including:

 Growsmart
 Growsmart, the company’s education initiative in the Western Cape, is aimed at raising 

awareness and levels of literacy in primary schools. The project has the support of the 
Western Cape Department of Education and takes the form of a literacy quiz. The number 
of participating schools increased from 80 in 2010 to 168 in 2012. Some 60 000 learners 
were exposed to the reading material distributed to participating schools and 504 learners 
participated in the competition.

 Afrika tikkun
 The company contributed over r1,3 million to building and operating the mfuleni Community 

Centre. The centre is the home of Afrika Tikkun’s early childhood development and youth 
development programmes in mfuleni, Cape Town.

 Rylands Primary School
 The company contributed r230 000 towards the building of a school hall for rylands Primary 

in Cape Town.

 hudson Park Primary School
 The company donated r100 000 to Hudson Park Primary School in the Eastern Cape for 

equipping its science and technology centre. The state-of-the-art equipment will improve 
teaching and learning at the school. 

 The total corporate social investment during the financial year to 30 june 2012 amounted to 
r9,93 million, including Property Point.

•	 Monitoring	of	the	operations	and	actual	vs.	budgeted	results	of	one	of	the	company’s	foremost	
CSI initiatives, namely Property Point: 

rEPOrT TO lINkED 
UNITHOlDErS
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•	 In	the	context	of	various	of	the	committee’s	
statutory obligations, assessments of the 
implications of the following functions:
– The ten principles set out in the United 

Nations Global Compact Principles 
– The OECD recommendations regarding 

corruption, it being noted that risk 
management relative to prevention of 
fraud and corruption is a function of the 
company’s risk management Committee

– The broad-based black Economic 
Empowerment Act

– Good corporate citizenship, including the 
company’s:
– promotion of equality, prevention of 

unfair discrimination, and reduction of  
corruption

– contribution to development of the 
communities in which its activities are 
predominantly conducted or within 
which its products or services are  
predominantly marketed

– record of sponsorship, donations, and 
charitable giving

– The environment, health and public 
safety, including the impact of the 
company’s activities and of its products 
or services, it being noted that risk 
management relative to occupational 
health and safety legislation is a function 
of the company’s risk management 
Committee

– Consumer relationships, including the 
company’s advertising, public relations 
and compliance with consumer protection 
laws, it being noted that risk management 
relative to such legislation is a function 
of the company’s risk management 
Committee

– labour and employment aspects, 
including the company’s:
– standing in terms of the requirements 

of the International labour 
Organisation Protocol on decent work 
and working conditions

– employment relationships and its 
contribution toward the educational  
development of its employees

 Property Point is the company’s enterprise 
development programme, initiated in 2008 
after identifying the need for small business 
development in the property sector. 
The programme’s objective is to unlock 
procurement opportunities for businesses 
and create sustainable jobs.

 Since inception, Property Point has 
reached over 1 100 businesses through its 
training and networking sessions. Fifty-five 
businesses have been through its mentorship 
programme, which, in turn, have facilitated 
over r80 million worth of procurement 
opportunities and the creation of more 
than 420 jobs sustained by businesses on 
Property Point. by supporting small business 
in this manner, the company has enabled 
transformation beyond mere compliance.  

•	 The	company’s	bursary	programme:	
 Cumulative bursary-related expenditure for 

six graduate trainees and three candidates  
to date, amounted to r391 701 as at  
30 june 2012. bursary expenditure for the 
three candidates in respect of the financial 
year to 30 june 2012 amounted to  
r114 843. 

 The company is looking to recruit four 
candidates for 2013 from both the Property 
Study and building Science disciplines. 
The approximate balance of r253 836 in 
the allocated 2012 budget will cover the 
annual launch of the campaign as well as 
full tuition, residence, prescribed text books 
and compulsory membership fees for the 
successful candidates.

•	 The	Employment	Equity	Act	and	
review of actual performance vs the EE 
targets imposed by the Property Sector 
Transformation Charter, the promotion 
of equality and prevention of unfair 
discrimination, including feedback on the 
activity of the company’s Employment 
Equity Forum.

•	 The	Committee’s	obligation	to	draw	matters	
within the committee’s mandate to the 
attention of the board as occasion requires.

•	 Assurance	was	given	by	management	to	the	
committee at its meeting held on  
15 may 2012 that the company met, in broad 
terms and in the South African context, 
the requirements and conditions of codes 
and guidelines set out in the statutorily 
prescribed duties of the committee. 

•	 The	committee	is	cognisant	of	its	obligations	
to draw matters within its mandate to the 
attention of the board as occasion requires. 
No matters were referred by the committee 
for the board’s specific attention during the 
financial year ended 30 june 2012.

The committee is satisfied with the company’s 
standing in each of the areas concerned, also 
as at 30 june 2012. The company’s Integrated 
Annual review, of which this report forms part, 
elaborates on pages 94 to 97 on the company’s 
corporate social activity and initiatives.

The committee Chairman, as part of standard 
board practice, gave feedback to the board’s 
satisfaction at each of its quarterly meetings, 
on his committee’s activity and the significant 
matters deliberated at quarterly committee 
meetings. In addition thereto, the minutes of 
committee meetings, once approved by the 
committee, are submitted for noting at board 
meetings.

The Committee Chairman will report at the 
Annual General meeting on the matters within 
the Committee’s mandate.
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SHAWN THEUNISSEN – HEAD OF COrPOrATE SOCIAl rESPONSIbIlITY 

GROwthPOInt IS SOCIALLY 
ReSPOnSIbLe. we SuPPORt 

CSI PROJeCtS thAt PROMOte SKILLS deVeLOPMent And eMPOweRMent 
AMOnG PeOPLe, RAtheR thAn dePendenCY. 

COrPOrATE  
SOCIAl 

INVESTmENT 

Entrepreneurship 
43%

Ad hoc donations 
5%

Subsidies 
7%

Education 
28%Infrastructure 

17%

CSI ExPENDITURE (%)

Key achievements

PROPERTy POINT

For small businesses to have a tangible impact on the economy and 
create sustainable jobs, we need to cultivate a culture that encourages 
entrepreneurs to identify opportunities or gaps in the market – and 
capitalise on these. Enterprise development programmes are critical to 
this. Property Point, Growthpoint Properties’ enterprise development 
programme is pivotal in developing small business to make an active 
contribution to the South African economy. 

The Property Point model creates a direct relationship with the 
Growthpoint Procurement Division, its key opportunity holder. Small 
businesses are exposed to professionals within Growthpoint. key staff 
members work with entrepreneurs individually to help their businesses 
to become procurement ready.

Property Point’s primary objective is to give small businesses 
development support, to unlock procurement opportunities and create 
a platform for exposure that will lead to other growth opportunities, 
like access to finance. 
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Already active in Gauteng and Western Cape, Property 
Point made its first foray into kwaZulu-Natal this year, 
making a valuable environmental impact. It joined 
‘Isimosezulu (climate) COP17 Place’ in Cato manor, where 
30 homes received green retrofits by the Green building 
Council of South Africa (GbCSA) to showcase at the 2011 
climate change negotiations.

Property Point is providing entrepreneurial development 
training and support to local Cato manor business to 
service the ongoing operation of the ‘green street’ by 
applying their respective trades in an environmentally 
positive manner. These businesses are set to be sustainable 
and at the forefront of energy-efficient operations in 
South Africa. 

Development without impact is futile. Property Point 
continues to measure the programme according to the 
following key impact indicators:
•	 Values	of	contracts	accessed	by	small	businesses

FY2010 – r13 million
FY2011 – r24 million
FY2012 – r82 million

•	 Total	number	of	full	time	jobs	created
 
Since starting in 2008 Property Point businesses have 
cumulatively created and sustained 421 jobs. 

Access to finance – bankability  
of business
•	 	Understanding	financial	management

•	 	Overview	of	financial	products	 
available

•	 	Referral	to	financial	partners

Business development 
support
•	 Self-development

•	 Compliance

•	 Operations

•	 Growth	strategy

Access to markets – business 
linkages
•	 	Industry	insights	from	property	
experts

•	 	Invitations	to	Requests	For	Proposals	
(RFPs),	tenders

•	 	Industry	specific	mentorship

FULL TIME JOBS CREATED

2010

200
2011

216
2012

421
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The reading material is a tabloid-size 
newspaper designed for children, filled with 
engaging content aligned to the school 
curriculum. Each learner in Grades 4, 5 and  
6 receives a copy.

In 2012 Growsmart received a national award 
from the SACSC (South African Council of 
Shopping Centres) and three international 
awards from the ICSC (International Council of 
Shopping Centres):
•	 SACSC	Gold	Footprint	Award	for	marketing	

excellence
•	 ICSC	Foundation	European	Community	

Support Award (incorporating Europe and 
Africa) presented in berlin

•	 The	Albert	Sussman	International	
Community Support Award (a prestigious 
award for the best CSI campaign globally) 
presented in las Vegas

•	 ICSC	Silver	SOLAL	Marketing	Award	(second	
place out of 27 global entries for marketing 
excellence in Cause related marketing 
Campaigns) presented in budapest.

Feedback from principals, teachers, learners, 
parents, supporters, volunteers and the 
Western Cape Education Department has been 
overwhelmingly positive:
•	 “Learners’	language	use	has	increased	in	

a positive way and parental community 
support has increased.”  Mentor, Kraaifontein 
AMe School

Corporate Responsibility

CORPORATE SOCIAL INVESTMENT continued

GROWSMART

In the 2011 united nations 
development Programme 
Report, South Africa ranked 
113th in its list of countries 
by literacy rate, lagging far 
behind more developed 
nations and even trailing 
several less developed 
African countries.

In 2009 Growthpoint decided to support the 
Western Cape Education Department. We 
began a campaign designed to increase focus 
on literacy for primary school learners, in a 
fun and competitive way. We combined the 
resources of our shopping centres in the region 
and worked closely with the Western Cape 
Education Department to ensure the success 
of Growsmart competitions. Six Growthpoint 
shopping centres engage in Growsmart:  The 
Constantia Village, longbeach mall, middestad 
mall, Golden Acre, montClare Place and Picbel 
Parkade.

The entering schools increased 110% from  
80 in 2010 to 168 in 2012.

by closing the gap between Growthpoint’s 
Procurement Division and Property Point 
suppliers, it has effectively:
•	 Enabled	incubated	businesses	to	compete	

for contracts and find new ways to add value
•	 Improved	incubated	businesses’	chances	of	

becoming successful and sustainable in the 
long term

•	 Ensured	that	Growthpoint	Properties	
diversifies its supply chain while 
simultaneously increasing its bEE 
compliance

•	 Established	a	platform	for	an	advancing	
relationship between Property Point 
suppliers and Growthpoint’s procurers 
– increasing levels of service, improving 
delivery and promoting innovation.

Feedback from Property Point participants:
•	 “Our	business	systems	were	out	of	place	

and we weren’t doing much admin in the 
business. Property Point showed us the 
importance of admin and how vital it is for 
business functions to be in place in order for 
the business to grow.” GCf trading

•	 “Property	Point	has	taught	me	how	to	
differentiate my business and to be different 
from other plumbers in the industry.” 
boncoe enterprises

•	 “Exposure	to	proper	business	management	
training and development such as finance, 
legal compliance and marketing has helped 
shape my business for future growth.” 
Masedi electrical Service

2010

80
reaching over

28 000
learners

2011

120
reaching over

42 000
learners

2012

168
reaching over

60 000
learners

ENTERING SCHOOLS REACHED

In 2012, some 60 000 learners were exposed to 
Growsmart through the reading material distributed 
to all the participating schools and 504 learners 
participated in the competition. 
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•	 “Learners	are	more	confident	and	self-
esteem really improved. learners act this 
out by being like mentors in their social 
groups.” Mentor, Vergenoegd Primary School

•	 	“Impact	can	be	linked	to	changed	practice	
and behaviour in the school community 
and here we do have positive empirical 
evidence. In the main, the exposure to the 
competition increased the understanding 
of the importance of reading and instilled a 
new zeal for doing spelling.” wCed director, 
Curriculum, Genevieve Koopman 

AFRIKA TIKKUN

Sharing a common vision 
to promote education, 
skills development 
and empowerment 
in disadvantaged 
communities, Growthpoint 
partnered with Afrika 
tikkun to build an improved 
community centre for the 
Mfuleni community in the 
western Cape.

Afrika Tikkun is an international NGO 
providing education, health and social 
services to children, youth and their families 
through centres of excellence in South African 
townships. It aims to address unemployment 
among the youth by empowering communities 
to develop new generations of productive 
citizens.

Growthpoint, with other companies, 
contributed to building and operating the 
mfuleni Community Centre. The centre is 
the home of Afrika Tikkun’s early childhood 
development and youth development 
programmes. 

RyLANDS PRIMARy

Growthpoint provided funding to build the 
rylands Primary School hall in Cape Town.

“I would like to thank you, personally, for 
your time and effort put into making this 
opportunity possible for the rylands Primary 
School community, especially for the many 
pupils both now and in the future that will 
benefit hugely from having this facility.”  
Mark Chetty, Principal of Rylands Primary.

HUDSON PARK PRIMARy

Growthpoint provided funding to Hudson Park 
Primary in the Eastern Cape for equipping its 
science and technology centre. The state-of-
the-art equipment will improve teaching and 
learning at the school. 

“We appreciate our relationship with 
Growthpoint Properties and look forward to 
naming beacon bay retail Park Science and 
Technology Centre, a Growthpoint project for 
young minds.” Ian Lehy, hudson Park Primary 
headmaster.

SUBSIDIES

Growthpoint subsidised the following 
organisations:
•	 Kutlwanong	Centre	for	Maths,	Science	and	

Technology
•	 Education	Africa
•	 Childline
•	 Fieldband	Foundation
•	 Stop	Hunger	Now

Our scorecards

JSE SRI INDEx

 Inclusion in the index is based on our positive 
achievement of the maximum number of 
core indicators for governance and related 
sustainability concerns as well as the 
newly-introduced best practice level for the 
environmental policy, systems and reporting 
criteria for companies with low environmental 
impact.

PROPERTy CHARTER

The Property Sector Charter was gazetted  
on 1 june 2012. Growthpoint aligns all its 
broad based black Economic Empowerment 
reporting to the charter. Growthpoint 
achieved a level four rating on the Property 
Sector Charter Scorecard. As this is the first 
rating on the newly gazetted criteria, it is not 
comparable to previous years. It will become 
the benchmark for future measurement.

this is the third successive year in which 
Growthpoint Properties is included in the 
JSe Socially Responsible Investment Index 
(SRI Index)

IAR 
25
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CORPORATE
GOVERNANCE  
AND RISK 
MANAGEMENT

CORPORATE GOVERNANCE
RISK MANAGEMENT
INTERNAL AUDIT

CONSTANTIA VIllAGE, CAPE TOWN
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Philosophy 

The provisions and principles of the king III report and Code, 
introduced on 1 march 2010, have been followed for FY2011 reporting 
and were applied voluntarily for FY2010.

In addition to the king III principles, specific corporate governance 
criteria employed by Growthpoint’s institutional investors are 
considered and applied as required. The company’s board has been 
made aware of the Code for responsible Investment in South Africa 
(CrISA). 

As part of Growthpoint’s commitment to sound governance, the 
directors endeavour to ensure that the business is conducted with 
integrity and accountability, as per the Code of Ethics incorporated 
in the board Charter. This includes ongoing implementation and 
improvement of structures, policies and practices to enhance 
corporate governance – in the company’s best interests and for the 
ultimate benefit of all stakeholders.

Compliance with the Companies Act 2008, as amended (the Act), 
which took effect on 1 may 2011, has received ongoing attention. The 
board Charter, as well as the terms of reference of board committees 
were aligned with the Act in 2010. 

Furthermore, Growthpoint’s own statutes – and those of its 
subsidiaries – will be brought in line with requirements under the 
Act by 30 April 2013 and will incorporate provisions aligned with 
requirements of the anticipated real Estate Investment Trust 
legislation. 

Progress against 2011 corporate 
governance assessment

The company has undertaken a governance assessment applying the 
Institute of Directors (IOD) governance assessment product, with a 
very satisfactory outcome (Overall rating: AAA– highest application).

GROwthPOInt PROPeRtIeS LIMIted 
And ItS bOARd Of dIReCtORS 

uPhOLd And APPLY the COde Of CORPORAte PRACtICe And 
COnduCt, AS Set Out In the KInG III RePORt And COde Of 
GOVeRnAnCe fOR SOuth AfRICA 2009, AS weLL AS the JSe LIStInGS 

Corporate Governance and Risk Management

CORPORATE GOVERNANCE

COrPOrATE
GOVErNANCE
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The company applies the principles of the king III Code and, as previously reported, has aligned the board Charter and Committee Terms of 
reference with both the Code and the Act. The directors seek at all times to conduct the business with integrity and accountability, in line with 
the Code of Ethics incorporated in Growthpoint’s board Charter. This entails ongoing implementation and improvement of structures, policies and 
practices that enhance ethical conduct and corporate governance in the company’s best interests and for the ultimate benefit of all stakeholders.

king III principles receiving further attention as set out below:

Governance 
element King III Principles receiving attention

Fy2011 areas for further alignment 
and reasons for non-application Fy2012 progress

The governance  
of risk

The Board:
is responsible for the governance of risk, 
which it manages through the independent 
risk management Committee.

The Risk Management Committee: 
•	 	Sets	and	monitors	the	Group’s	risk	

management policy and plan in line with 
the strategic plan

•	 	Assesses	and	tracks	risk	tolerance	levels,	
as well as reviewing those levels from 
time to time

•	 	Comprises	only	non-executive	directors	
to ensure objectivity. Executive 
management and the Head of Internal 
Audit and risk management are required 
to attend committee meetings 

•	 	Ensures	the	Head	of	Internal	Audit	and	
risk management is experienced and is 
effectively briefed on strategic matters

•	 	Identifies	the	top	key	risks	identified	
annually by executive management and 
regularly reviews risk assessments

•	 	Ensures	the	effectiveness	of	the	risk	
management process.

Starting in FY2012, the risk 
management Committee will take 
the risk assessment process a step 
further by comparing the top risks 
identified by management with global 
risk assessments as published by 
independent organisations such as 
insurers, auditing firms and the like.

The top risks identified by 
management in mid 2011 were 
compared to the following global risk 
assessments published by independent 
organisations:
•	 	The	Ernst	&	Young	Business	 

report 2010
•	 	Aon	Global	Risk	Management	

Survey 2011

The governance 
of information 
technology (IT)

The board is responsible for the governance 
of IT risk via the risk management 
Committee; and for governance of financial 
reporting risk via the Audit Committee.

The Head of IT – who attends meetings 
of both the risk management and Audit 
Committees, and is an Exco member 
– is responsible for the IT governance 
framework.

IT strategy is part of the Group’s strategic 
plan and business processes.

The board tracks and evaluates material IT 
investments and expenditure to ensure IT 
infrastructure is managed effectively.

IT forms an integral part of the company’s 
risk management and internal audits are 
performed periodically by qualified and 
experienced external parties.

The Audit Committee is assessing 
the specific use of IT to improve audit 
coverage  and efficiency.

As part of the IT Internal Audit Plan, 
use is made of an external service 
provider to continuously assess 
external vulnerabilities on internet-
facing hosts as well as the internal 
networks.   
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THE BOARD: 
•	 Provides	effective	supervision	and	leadership	

based on ethical imperatives
•	 Directs	strategy	and	operations	for	

sustainable business 
•	 Annually	conducts	a	review	of	group	

strategy
•	 Ensures	Growthpoint	is	a	responsible	

corporate citizen 
•	 Ensures	company	ethics	are	managed	

effectively through various policies and 
procedural controls. In this regard, the 
company’s Social, Ethics and Transformation 
Committee has adopted the now 
prescriptive duties of a social and ethics 
committee in terms of the Act

•	 Tracks	measurements	and	key	performance	
indicators for ongoing corporate social 
investment, green initiatives and 
programmes dealing with environmental 
sustainability

•	 Monitors	those	ethical	risks	and	
opportunities not regarded as sufficiently 
critical to the business to be incorporated in 
the risk management process.

during the year, 
Growthpoint had a unitary 
board comprising  
16 directors in total: three 
executive directors and  
13 non-executive directors. 
nine of the non-executive 
directors – including the 
Chairman – were and are 
independent. 

The board’s role is to provide strategic 
direction and leadership, to promote 
shareholder value and enhance the 
sustainability of the business, to the benefit 
of the company and all its stakeholders. 
To ensure they act with independence and 
integrity, directors are required to abide by 
Growthpoint’s Code of Ethics and policies 
promoting ethical behaviour.

The directors annually declare their financial 
interests, as per the Act. Directors’ interests in 
the company’s linked units as at 30 june 2012 
are set out in the Annual Financial Statements. 

The majority of the non-executive  
directors are independent. In line with  
the king III principles, non-executive directors 
who – directly or indirectly – have an interest in 
Growthpoint’s bEE structure, as well as those 
with related-party interests, are not regarded 
as independent. 

The business experience of each of the 
executive and non-executive directors enables 
them individually, and as a board, to evaluate 
strategy, assess the company’s performance 
and at all times to act in Growthpoint’s best 
interests.

Non-executive directors have unrestricted 
access to company information and meet 
with management without the presence of 
executive directors. To help them fulfil their 
responsibilities effectively, non-executive 
directors may also seek independent 
professional advice, which is paid for 
by the company. 

The king III report recommends that the 
independence of non-executive directors 
serving more than nine years be assessed. The 
Chairman has reviewed, in discussion with each 
of the following directors concerned, their 
independence in view of their tenure which 
exceeds nine years:

Name of 
director

year of 
appoint-

ment

Number of
years in
 service

PH Fechter 2003 9

jC Hayward 2001 11

HS Herman 1995 17

CG Steyn 2001 11

jHN Strydom 2003 9

Fj Visser 2003 9

In all instances, the outcome of the review 
has been that the director concerned is still 
regarded as independent, in terms of the 
jSE-applied definition of independence as 
contained in the king III report. mr jF marais 
(Chairman), in respect of his own tenure (year 
of appointment: 2003 – number of years in 

service: 9), discussed his independence with 
the Deputy Chairman and the outcome thereof 
was that he is regarded as independent in 
terms of the aforementioned definition.

Growthpoint Properties 
Australia Limited (GOZ)

During FY2011, GOZ reported to 
Growthpoint’s Audit and risk management 
Committees on the applicability of the king III 
principles to its governance policy, as well as 
additional parameters required by Australian 
law. In short, GOZ’s governance policy 
conforms with or exceeds the major principles 
of the king III Code.

Growthpoint directors hold positions on GOZ’s 
board and committees, as follows:

board: lN Sasse, Ek de klerk and jF marais
Audit Committee: Ek de klerk
Compliance Committee: jF marais
Nomination, remuneration and Hr 
Committee: lN Sasse (Chairman) and jF marais

Re-election of directors 
and new appointments

Directors to be re-elected are those longest in 
office and those appointed since the last AGm. 
retiring directors are named in the Directors’ 
report and AGm Notice included with the 
Notice and Proxy of Annual General meeting 
and Summarised Audited Financial Statements.

The Nomination Committee ensures that 
new directors are adequately informed about 
Growthpoint’s business and policies, as well 
as meeting dates and procedures. All directors 
receive the board Charter during induction and 
once a year for review.

One-third or nearest 
that number of the non-
executive directors are 
subject to retirement by 
rotation and re-election by 
shareholders at the AGM 
each year. 

Corporate Governance and Risk Management

CORPORATE GOVERNANCE continued
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Attendance at meetings

The board of Directors meets quarterly and 
on an ad-hoc basis, if required. The quorum 
requirements of Growthpoint’s Articles of 
Association are always considered when 
scheduled, ad-hoc or special meetings are 
convened. Due regard is given to recusal of 
directors where conflicts of interest exist or 
could arise.
 
Details of attendance at board meetings in 
FY2012 are set out above. board members 
are encouraged to serve on at least two board 
committees.

Five scheduled board meetings were held 
during FY2012, including the directors’ annual 
strategic conference. 

The Nomination Committee had no need to 
meet during FY2012.

In all cases in FY2012 where directors were 
unable to attend a meeting, the board or 
committee accepted their justified leave of 
absence. 

dealings in the company’s 
linked units

In terms of both Group policy and jSE listings 
requirements, directors of both the Group 
and its major subsidiaries, in addition to the 
Company Secretary, must obtain prior written 
clearance from the CEO and Chairman if they 
intend to deal in Growthpoint linked units, 
whether directly or indirectly. This policy also 
applies to Exco members and other members 
of management who regularly attend Exco 
meetings.

Directors and employees who are privy to 
price-sensitive information may not deal, 
directly or indirectly, in Growthpoint’s linked 
units until such information is made public. 
Closed periods are imposed on directors and 
staff in relation to interim and annual financial 
results and, from time to time, specific 
corporate actions.

directors’ remuneration

Directors’ remuneration is subject to annual 
review by the remuneration Committee, 
and subsequent approval by the board of the 

proposed fees to be approved at annual general 
meetings. The fees for FY2012 were approved 
at the annual general meeting (AGm) held on  
8 November 2011. 

The most recent review of non-executive 
directors’ remuneration was benchmarked by 
professional consultants, which allowed the 
remuneration Committee to consider external 
benchmarks. Its proposals for FY2013 were 
approved by the board on 7 june 2012.

recommendations for remuneration of  
non-executive directors in FY2012 will be 
presented at the AGm on 8 November 2012.  
At the same time, linked unitholders will be 
asked to approve, by way of a non-binding 
vote, the company’s overall remuneration 
policy for the coming year.
 
Directors’ remuneration is disclosed in the 
Annual Financial Statements in line with 
jSE listings requirements. The company’s 
remuneration and reward philosophy is 
described in the key Operational matters 
section of this document. The key performance 
areas by which directors and management are 
measured are described in the Organisational 
Overview section of this document.

ATTENDANCE AT MEETINGS

Director Board Audit Risk Management Property Social and Ethics Remuneration

jF marais 5/5 4*/4 5/5

Ek de klerk 5/5 4/4 3**/4 3/4 3/4 4/5

mG Diliza 5/5 4/4 4/4

PH Fechter 5/5 5/5 4/4

lA Finlay 5/5 5/5 4/4

jC Hayward 4/5 5/5 4/4

HS Herman 5/5 4/4 5/5

HSP mashaba 5/5 5/5

r moonsamy 5/5 4/4 4/4

NbP Nkabinde 5/5 4/4 4/4

lN Sasse 5/5 3**/4 4/4 4/4 3**/4 5/5

Zj Sithole 5/5 5/5 3/4

Sm Snowball 5/5 5/5 4/4 4/4 1/3

CG Steyn 5/5 5/5 4/4

jHN Strydom 5/5 5/5 4/4

Fj Visser 5/5 3/4 4/5

* = by invitation
** =  individual attends meeting ad hoc
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the Chairman

The roles of the Chairman and CEO are 
separate and operate independently of each 
other. 

The Chairman, mr jF marais, is an independent, 
non-executive director. His responsibilities 
are contained in, but are not limited to, the 
Chairman’s Charter adopted by the board in 
may 2011. 

They include:  
•	 Providing	overall	leadership	of	the	Board	and	

its committees
•	 Leading	and	managing	the	business	of	

the board, without limiting the board’s 
collective responsibility

•	 Serving	as	the	link	between	the	Board	and	
management of Growthpoint and, with the 
remuneration Committee, assessing the 
performance of the CEO at least once a year

•	 Assessing,	in	liaison	with	the	CEO,	the	
performance of the other executive directors 
at least annually.

board responsibilities and 
accountability

The board is guided in all matters by the board 
Charter which sets out its responsibilities 
(available on the company’s website or from 
the Company Secretary). 

These include:
•	 Governing,	directing	and	monitoring	the	

performance of the business as a going 
concern

•	 Approving	the	company’s	strategic	
objectives

•	 Ensuring	effective	management	of	the	
company

•	 Managing	risks	to	the	business,	mainly	
through the risk management and Audit 
Committees

•	 Providing	direction	to	management
•	 Presiding	over	material	business	decisions
•	 The	Board’s	terms	of	reference,	purpose,	

responsibilities and authority 
•	 Governance	matters	such	as	Board	

membership, meeting procedures and 
ethical conduct. 

The board (either itself or through the 
Nomination Committee) regularly reviews 
its composition relative to skills, expertise 
and experience needed to provide strategic 
direction and leadership, and representivity  
in terms of gender and race.

The non-executive directors are independent 
of management and are free from relationships 
that could affect their judgement as directors. 
The board is accountable to the company, but 
is always cognisant of stakeholder expectations 
and interests. In its decision-making process, 
the board adopts an inclusive approach to 
governance.  

In may 2012, the board, along with the 
Audit, risk management, Social, Ethics and 
Transformation and Property committees, 
conducted a formal self-assessment process. 
The overall outcome was positive, and 
feedback was provided to the board and 
committees in August 2012. The results of 
these assessments are available to the external 
auditors on request.

the directors abide by a 
written Code of ethics that 
forms part of the board 
Charter. 

Code of ethics and 
business conduct 
The Code of Ethics aims to ensure that 
Growthpoint conducts its business in line 
with the highest ethical standards. The Code 
in particular seeks to ensure compliance with 
relevant legislation and regulation, in a manner 
that is beyond reproach. The Code is available 
to employees and other stakeholders, as are 
Growthpoint’s mission and value statements.

both the Code of Ethics and Growthpoint’s 
mission and value statements are posted on 
the company website.

THE COMPANy’S CODE OF ETHICS IS AS 
FOLLOWS:

The board of Directors of Growthpoint 
Properties limited commits itself to ensure, as 
far as it lies within its powers to do so, that the 
company and its agents conduct the business 
according to the highest ethical standards and, 
in particular:
•	 Comply	with	all	laws	of	the	country	that	

affect the company
•	 Comply	with	the	rules	of	the	JSE	Limited
•	 Not	act	in	any	way	that	may	be	regarded	as	

harmful business practice
•	 Act	in	the	best	interests	at	all	times	of	all	the	

stakeholders
•	 Are	transparent	in	disclosing	all	material	

information that may influence investors 
and potential investors

•	 Conduct	the	business	as	a	responsible	
corporate citizen, having regard for the 
impact the business may have on the public 
and the environment

•	 Trade	in	securities	of	the	company	only	in	
open periods and with the prior written 
permission of the Chairman and/or CEO

•	 Not	trade	in	competition	with	the	company
•	 Not	hold	positions	that	give	rise	to	a	conflict	

of interests and, should any potentially 
conflicting situations arise, to make full, 
prior written disclosure to the board and 
abstain from participating in any discussions 
or voting on the matter, unless the board 
consents thereto.

POLICIES PROMOTING ETHICAL 
CONDUCT

Growthpoint has various policies in place to 
promote and safeguard ethical behaviour and 
integrity among management and employees. 

These policies include:
•	 The	company’s	mission	and	value	

statements
•	 Employee	integrity,	to	encourage	employee	

compliance with policies and standards of 
best practice

•	 Guidelines	regarding	gifts,	entertainment	
and inducements

•	 Whistle-blowing	and	protected	disclosures,	
to encourage employees to raise concerns 
about workplace malpractice without fear of 
victimisation or reprisal

•	 Substance	abuse	and	sexual	harassment,	
forbidding these practices in the 
organisation.
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Compliance framework

Statutory and regulatory compliance is a 
standing item on every agenda for the risk 
management Committee and is addressed 
by the Head of Internal Audit and risk 
management in quarterly reports to the 
committee. Compliance with accounting 
standards and financial reporting requirements 
is overseen by the Audit Committee. 
Compliance officers are appointed throughout 
Group operations based on their expertise. 
The board receives feedback quarterly from 
the Chairmen of both the Audit and risk 
management committees, in addition to 
the minutes of the preceding Audit and risk 
management Committee meetings.

Compliance with the Code of Ethics is 
monitored directly and indirectly. There 
is a compulsory authorisation process for 
all dealings in the company’s linked units, 
disclosure of any conflicts of interest and levels 
of authority for business transactions. 

During FY2012, Growthpoint had no incidents 
of major non-compliance, fines or prosecutions 
linked, for example, to anti-competitive 
practices or other governance and economic 
issues, or non-compliance with its Code of 
Ethics.

Internal audit

The internal audit function, with the exception 
of internal audit for information technology, 
is provided in-house by the Head of Internal 
Audit and risk management. Its scope includes:
•	 Meeting	with	the	Audit	Committee	to	agree	

an annual audit plan
•	 Preparing	an	annual	audit	strategy	for	

approval by the Audit Committee
•	 Attending	meetings	of,	and	reporting	to,	the	

Audit Committee
•	 Meeting	with	the	external	auditors	to	plan	

and promote their use of internal audits 
•	 Carrying	out	internal	audit	work,	including	

the testing of controls, in line with the 
approved internal audit plan.

IT internal audit services are provided by 
suitably qualified and experienced outside 
parties, in consultation with the Head of 
Internal Audit and risk management and the 
Chief Information Officer. The Head of Internal 

Audit and risk management has unrestricted 
access to the Chairmen of the Audit and risk 
management committees.

external audit

kPmG Inc. acts as external auditor for 
Growthpoint and its subsidiaries. The 
independence of the external auditor is 
reviewed every year by the Audit Committee 
with the auditors. Furthermore, the external 
auditors attend all Audit Committee meetings 
and have unrestricted access to the Chairman 
of the Audit Committee. The external auditors 
also attend all risk management Committee 
meetings.

board Committees

Committees established by 
the board assist the board in 
the discharge of its duties.

board committees have unrestricted 
access to company information and any 
resources required to help them fulfil their 
responsibilities, including professional advice 
which is paid for by the company. 

Every board committee has board-approved 
terms of reference. For the sake of proprietary 
interest, these terms of reference are not 
published in full. However, relevant extracts 
are included in this report. 

The board determines and amends, as 
necessary, the scope and responsibilities of 
the committees, as well as the appointment of 
new committee members. The board and its 
committees conduct annual self-assessments 
which are coordinated by the respective 
Chairmen. Formal feedback is given to each 
committee and the board.

To promote sound corporate governance and 
optimise the sharing of information, the CEO, 
Financial Director and other executive directors 
are present at selected board committee 
meetings, by standing invitation. The Company 
Secretary attends all board committee 
meetings.

Audit Committee

The Audit Committee comprised six (now five) 
independent non-executive directors, including 
the Chairman of the risk management 
Committee. The Executive Director, Financial 
Director, external auditor, Financial manager, 
Head of Internal Audit and risk management, 
Head of Human resources, and Chief 
Information Officer are present at meetings,  
by standing invitation.

The committee maintains an effective working 
relationship with the board, management and 
other board committees – notably the risk 
management Committee, whose minutes 
are noted at Audit Committee meetings. This 
ensures that risk management controls and the 
status of specific risk issues dealt with by the 
risk management Committee are noted.

The committee is guided by its board-
mandated terms of reference, the Act and the 
king III report and Code of Governance. The 
terms of reference were reviewed in 2010 and 
aligned to both the king III report and Code 
and the new Companies Act. 

The committee meets quarterly with ad hoc 
meetings arranged as and when necessary such 
as the review of Annual Financial Statements 
and the Annual Integrated report.

To assist the board in its supervisory and 
governance responsibilities, the committee 
ensures that: 
•	 Adequate	processes	are	in	place	to	safeguard	

the company’s assets
•	 Adequate	accounting	records	are	maintained
•	 Design-effectiveness	of	internal	controls	is	

regularly reviewed and effective systems of 
internal control are maintained

•	 An	open	channel	of	communication	is	
maintained between directors, management 
and accounting staff, as well as both internal 
and external auditors

•	 Financial	information	is	reviewed	at	least	
quarterly

•	 Annual	financial	statements	are	reviewed,	
prior to recommendation to the board for 
approval

•	 An	external	auditor	is	appointed	at	all	times	
to determine the scope for each external 
audit. The committee likewise reviews and 
sets the auditor’s fees for the annual audit.
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The committee’s functions include the  
review of: 
•	 The	financial	reporting	process
•	 The	external	and	internal	audit	plans
•	 Processes	for	monitoring	compliance	with	

financial reporting and accounting laws and 
regulations

•	 Safeguarding	and	maintaining	company	
assets

•	 Compliance	with	accepted	corporate	
governance practices

•	 Business	ethics	and	conduct	of	the	company	
and its officials.

The committee is satisfied that the external 
auditor is independent and that the FY2012 
audit has been carried out without any 
restriction of the audit’s scope.

The committee satisfies itself annually of 
the expertise, resources and experience of 
the company’s finance function and of the 
Financial Director’s suitability.

The report of the Audit Committee to 
Shareholders is presented in the Annual 
Financial Statements.

Risk Management 
Committee

The risk management Committee comprised 
five (now four) independent non-executive 
directors, including two members of the Audit 
Committee. The CEO, Financial Director, Head 
of Internal Audit and risk management, Head 
of Human resources Chief Information Officer 
and external auditor are present at meetings, 
by standing invitation.

The committee, which meets at least quarterly, 
oversees management compliance with risk 
management policies and procedures, and 
reviews the adequacy of the risk management 
framework relative to 
risks identified. 

The committee is guided by its board-
mandated terms of reference, the Act and the 
king III report and Code of Governance. The 
terms of reference were reviewed in 2010 and 
aligned to both the king III report and Code 
and the new Companies Act. 

The risk management Committee is assisted 
by Internal Audit and risk management for 

its reviews of risk management controls and 
procedures. The risk management Committee 
reports quarterly to the board. 

The main objective of the committee is to 
protect the quality, integrity and reliability of 
the Group’s risk management by:  
•	 Assisting	the	Board	in	matters	of	corporate	

accountability and associated risks
•	 Ensuring	risk	policies	and	strategies	are	

effectively managed
•	 Monitoring	external	developments	that	

could affect corporate accountability
•	 Reviewing	and	assessing	the	integrity	of	risk	

control systems
•	 Defining	risk	management	policies	and	the	

risk management function, as well as the 
scope of Enterprise risk management (Erm)

•	 Ensuring	independent	and	objective	
oversight and review of information provided 
by management on corporate accountability 
and associated risks.

Property Committee

The Property Committee comprises five non-
executive directors. It assists the board with 
decisions regarding Growthpoint’s property 
portfolio, as well as review and approval of 
property budgets and valuations.

The CEO, Executive Director, Financial Director, 
Fund directors and the valuer are present at 
meetings, by standing invitation.

The committee schedules four meetings and 
usually meets at least twice a year. Its role is 
to:
•	 Consider	and	decide	on	proposed	

acquisitions and disposals in terms of the 
levels of authority

•	 Consider	and	decide	on	proposed	capital	
expenditure

•	 Periodically	review	due	diligence	processes	
for acquisitions

•	 Review	and	make	recommendations	to	
the board regarding Growthpoint’s annual 
budgets, including capital expenditure 
budgets

•	 Provide	a	high-level	review	of	annual	
property valuations prior to their submission 
to the board and Audit Committee 

•	 Periodically	review	and	assess	the	company’s	
approach to investment in physical property 
assets and letting enterprises.  

Remuneration Committee
The remuneration Committee consists of the 
board’s Chairman, Deputy Chairman and two 
independent non-executive directors. The 
CEO, Executive Director and the Head 
of Human resources normally attend meetings 
by invitation.

The committee, which meets at least quarterly, 
assists the board by ensuring that:
•	 A	formal	and	transparent	procedure	

for executive and senior management 
remuneration is established and maintained

•	 The	remuneration	packages	for	individual	
directors and senior management (including 
incentives, grants and other benefits) is 
fixed, to attract people of the required 
calibre while avoiding potential conflicts of 
interest.

The committee furthermore helps determine 
the key components of remuneration, 
in conjunction with performance review 
criteria for executive directors and senior 
management. To this end, the committee:  
•	 Determines	specific	remuneration	packages	

for executive directors of the company
•	 Reviews	the	terms	and	conditions	of	

executive directors’ service agreements 
at least once a year, taking into account 
information from comparable companies

•	 Determines	criteria	for	measuring	the	
performance of executive directors

•	 Approves	proposed	allocations	to	eligible	
participants in the company staff incentive 
scheme

•	 Establishes	remuneration	credibility	with	
shareholders and other stakeholders

•	 Makes	recommendations	to	the	Board	
regarding the remuneration of non-
executive directors

•	 Coordinates	its	activities	with	the	Chairman	
of the board and CEO, and consults them 
both in formulating remuneration policy and 
when determining specific remuneration 
packages

•	 Consults	with	other	non-executive	directors,	
where necessary, in its evaluation of the 
board Chairman and CEO

•	 Reviews	succession	plans	for	executive	
management. 

AFS 
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InVeStOR ReLAtIOnS 
And ACCeSS tO 
InfORMAtIOn

the board is committed to 
transparency and disclosure 
of relevant information to 
all stakeholders. 

Such disclosure includes communicating 
information on:
•	 Company	strategy	and	performance
•	 Board	practice
•	 The	Board	Code	of	Ethics
•	 Growthpoint’s	indirect	impacts
•	 Business	value	and	risk	management.

In all communication to stakeholders, the 
emphasis is on timeliness, objectivity, 
honesty, relevance and balance. 
Communication is undertaken primarily 
through the following channels:
•	 The	Growthpoint	website,	the	Integrated	

Annual review and Annual Financial 
Statements

•	 Presentations	and	road-shows	to	clients	and	
investment analysts on interim and annual 
results

•	 Regular	dialogue	with	institutional	investors,	
analysts and the media. Particular care is 
taken to release price sensitive information 
to all shareholders at the same time, as per 
jSE listings requirements

•	 AGMs	and	other	general	meetings,	which	
allow shareholders to engage with the board 
directly. All resolutions at the AGm are put 
to the vote, and the results are published on 
the jSE’s news service, SENS. A copy of the 
minutes of shareholders’ meetings is also 
lodged with the jSE.

No requests for information in terms of 
the Promotion of Access to Information 
Act, 2000 were received by Growthpoint 
during FY2012. A detailed description of our 
stakeholder communication is available in the 
Organisational Overview section of this report.

nomination Committee

The Nomination Committee consists of the 
board Chairman and the Deputy Chairman. 

The committee is responsible for: 
•	 Making	recommendations	to	the	Board	

on non-executive and executive director 
appointments as well as the board’s 
composition as a whole

•	 Reviewing,	and	making	recommendations	
on, the board’s structure, size and the 
balance between executive and non-
executive directors

•	 Identifying	and	screening	candidates	for	
board approval and appointment 

•	 Succession	planning	for	both	Chairman	 
and CEO. 

Social, ethics and 
transformation 
Committee
Formerly the Transformation Committee, 
this committee comprises four non-executive 
directors. The Executive Director, Financial 
Director, Head of Human resources, Head 
of Corporate Social responsibility, National 
Facilities Head and National Developments 
Head attend meetings of the committee. 

The company’s Transformation Committee 
took on the statutory duties of a social and 
ethics committee with effect from 1 may 2012. 
Accordingly, with effect from that date, the 
committee was renamed the Social, Ethics and 
Transformation Committee and its terms of 
reference were amended to incorporate the 
functions prescribed by the Companies Act of 
2008, as amended.

The committee meets at least four times 
a year. besides the statutory duties of this 
committee, it also evaluates, monitors 
and makes recommendations to the board 
regarding: 
•	 Broad-based	black	economic	empowerment	

initiatives and opportunities
•	 Enterprise	development	and	related	training	

initiatives

•	 The	company’s	BEE	equity	ownership	
arrangements, funding structures and, from 
time to time, potential new bEE equity 
ownership participants

•	 Corporate	social	initiatives	and	investment	
and respective annual budgets.

•	 The	procurement	of	fund	management,	
property management and/or administrative 
services by contract to the company

•	 Property	Sector	Transformation	Charter	
compliance

•	 Employment	equity	for	both	the	company	
and its service providers

•	 Periodic	reviews	of	Growthpoint’s	
transformation philosophy and strategy.

executive Management 
Committee (exco)

The Executive management Committee 
comprises the executive directors, Fund 
directors, Head of Human resources, Head 
of marketing, the heads of the two regional 
offices and the Chief Information Officer. The 
CEO chairs the committee and the Company 
Secretary attends all meetings.

The committee meets monthly to review 
operations, monthly and quarterly results 
(actual vs. budgets and projections); it also 
considers company policy and strategic issues. 
The committee annually reviews the Group’s 
strategic plan and budgets before these are 
submitted to the board and its committees for 
approval.

deal forum 

The Deal Forum comprises the Exco members 
and is chaired by the CEO. Its primary purpose 
is to discuss, consider and, if appropriate, 
approve: 
•	 Potential	acquisitions	or	disposals	from	 

r20 million upwards
•	 All	developments	or	substantial	re-

developments
•	 Due	diligence	reports	for	proposed	

transactions
•	 Completed	deals	as	necessary.

The Deal Forum makes recommendations to 
the Property Committee and/or the board 
regarding proposed acquisitions and disposals 
of physical property assets and letting 
enterprises that exceed its level of authority.
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STEFFEN NIZETICH – HEAD OF INTErNAl AUDIT AND rISk mANAGEmENT 

Risk strategy

Enterprise risk management (Erm) can be defined as a process effected by 
an entity’s board of directors, management and other personnel, applied in 
strategy setting and across the enterprise, designed to identify potential events 
that may affect the entity, and manage risks to be within its risk appetite, to 
provide reasonable assurance regarding the achievement of entity objectives.*

*Committee of Sponsoring Organisations (COSO) Enterprise Risk Management 
– Integrated framework.

The board has overall responsibility for the adoption, oversight and reporting 
of Growthpoint’s risk management framework. The board is assisted in this by 
the risk management Committee, which meets quarterly. Growthpoint’s Erm 
framework encompasses four distinct categories:
•	 Strategic	risk
•	 Operations	risk
•	 Reporting	risk
•	 Compliance	risk.

Risk	Management
Structure

Sector business Units (SbUs)

board of Directors

Executive management

risk management Committee

Property Sectors

Fund 
management

Internal Audit and
risk management

rISk mANAGEmENT
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Strategic risk

Growthpoint has adopted the COSO Erm 
Integrated Framework as a means of managing 
its strategic risks.  

risk is an event that could inhibit an 
organisation’s ability to achieve its strategic 
objectives. The manner in which the board 
and management choose to respond to such 
strategic risks establishes the organisation’s 
risk management philosophy and culture.

The risk philosophy and culture adopted is of 
course influenced by Growthpoint’s vision, 
mission, objectives and values, which likewise 
define the company’s risk appetite (the extent 
of risk that the board and management are 
willing to accept in pursuit of value) and risk 
tolerance (the acceptable level of deviation 
from that risk). 

Potential strategic risks are identified annually 
by Growthpoint’s executive management 
team. Each member of executive management 
prepares a list of what they independently 
consider to be the top risks facing the company 
in any one year; those that are identified most 
frequently by the executive team are deemed 
to be the key risks. 

Nonetheless, given that strategic risk 
assessment is an ongoing process throughout 
the financial year, the risk management 
Committee is able to add additional risks, 
reassess existing risks, or remove risks 
as required.

The top risks collectively identified by 
executive management are assessed in terms 
of their probability, as well as their potential 
impact on Growthpoint as a whole.  A key 
outcome of this process is that an appropriate 
response is determined for each potential 
strategic risk.

Risk management pinpoints 
key strategies to mitigate 
the impact of strategic risks, 
if and when they arise.

risk management strategies focus on one of 
four approaches:
•	 Control
•	 Transfer	
•	 Tolerate	
•	 Terminate.

Where management opts to control a strategic 
risk, the relevant control is identified, as is the 
person accountable, the monitoring frequency 
and key Performance Indicators. 

risk information needs to be processed and 
communicated in a timely manner, to ensure 
an appropriate response. At Growthpoint, 
property information is generated monthly by 
key business processes on an ongoing basis and 
is accessible at numerous levels: from data on 
individual buildings; to strategic business units; 
and various property sectors. This excludes 
the V&A Waterfront and GOZ. Fund-related 
information is generated by the Group finance 
function either monthly or quarterly. 
 
A pivotal role of Growthpoint’s risk 
management Committee is to ensure that 
the controls implemented by management 
are effective. While executive management 
identifies the metrics used to monitor such 
controls, it is the Internal Audit and risk 
management function that collates the results 
and presents a quarterly report to the risk 
management Committee.  

The key strategic risks identified by 
Growthpoint’s executive management team 
for FY2012 are reflected within the Strategic 
Intent section of the report, as are the 
appropriate mitigation strategies and relevant 
performance measures.  

Operations risk

the directors of 
Growthpoint seek assurance 
that business objectives are 
achieved. to this end, both 
executive and operational 
management are tasked 
with establishing and 
maintaining systems of 
internal control within the 
various business processes.

Internal Audit assists management in assessing 
whether or not systems of internal control are 
adequate and effective. Internal Audit prepares 
an annual plan based on Growthpoint’s key 
areas of operational risk, financial risk, as 
well as identified strategic risks. The status 
and results of the internal audit reviews are 
reported to the Audit Committee quarterly.

Reporting risk

reporting risk is the risk that financial-related 
information is unintentionally altered, or 
deliberately manipulated.

Executive and financial management have 
established systems of internal control 
to provide reasonable assurance of the 
validity, accuracy, completeness and 
timely accumulation of financial data. Such 
internal controls are subject to independent 
assessment by Internal Audit when performing 
regular business process reviews. These reviews 
typically assess the adequacy and effectiveness 
of controls pertaining to financial data at 
general ledger and management reporting 
level.

IAS 
30
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RISK MANAGEMENT continued

reliance is placed on external auditors to 
ensure the fair presentation of the financial 
information at a statutory reporting level.  
However, controls in the form of analytical 
reviews and reconciliations to sources 
independent of the financial system are 
performed by the Group Finance function.  
These controls were subject to review and 
assessment by Internal Audit during FY2011, 
and have not changed since this review.

Compliance risk

Primary legislation affecting Growthpoint was 
identified and documented by the Company 
Secretarial function in conjunction with the 
in-house legal team. The purpose of the 
exercise was to determine responsibility for 
the legislation that impacts on Growthpoint’s 
operations. Where necessary, or if prescribed 
by legislation, compliance officers have been 
appointed to oversee adherence to the 
relevant Acts.

Growthpoint appoints employees to positions 
based on their expertise and experience.  
Employees are expected to keep abreast of 
legislation and compliance requirements that 
affect their particular area of responsibility.

Take the example of Growthpoint’s Facilities 
risk management programme, developed 
because of the property focus of the 
company’s operations. The programme 
encompasses the following legislation:
•	 Building	regulations
•	 Occupational	Health	and	Safety/

Compensation for Occupational Injuries and 
Diseases Acts

•	 Fire	compliance.

Compliance with the aforementioned 
legislation is the responsibility of a dedicated 
risk Officer who:
•	 Performs	independent	visits	to	buildings	on	

a regular basis
•	 Liaises	with	tenants	when	conducting	

building inspections
•	 Liaises	with	both	facilities	and	property	

personnel
•	 Liaises	with	insurers
•	 Initiates	training	interventions,	where	

required.

The work of the risk Officer is complemented 
by Growthpoint’s insurers, an independent 
external party, who undertake inspections 
of buildings on a regular basis to ensure that 
the insurable cover is commensurate with the 
insurable risk that they have underwritten.

Other examples of how Growthpoint actively 
manages compliance issues include:
•	 The	in-house	Legal	Manager	is	expected	

to remain abreast of new and/or amended 
legislation and, where applicable bring 
such legislation to the attention of the risk 
management Committee and the board

•	 The	Company	Secretary	is	responsible	for	
compliance with the Companies Act 2008, 
as amended, and jSE listings requirements.
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It is the policy of Growthpoint to provide and 
support an internal audit function that acts 
as an independent, objective, assurance and 
consulting activity.  The activity is designed to 
add value and improve operations by assisting 
the organisation to accomplish its objectives 
through a systematic, disciplined approach 
that enables it to evaluate and improve the 
effectiveness of risk management, control and 
governance processes.

The internal audit function is provided  
in-house and is the responsibility of the Head 
of Internal Audit and risk management.

Authority

The Internal Audit function derives its 
authority from the Audit Committee to 
whom it reports on a quarterly basis. The 
committee is guided by its terms of reference. 
The objectives, authority and responsibilities 
of the Internal Audit function are governed by 
a formal internal audit charter.  The personnel 
of the internal audit function are authorised 
to review all areas of the operation and 
have complete and unrestricted access to all 
activities, records, property and personnel.  
Furthermore, the Head of Internal Audit and 
risk management has unrestricted access 
to the Chairman of the Audit Committee, as 
well as committee members in the absence of 
management at quarterly meetings, if required. 

Responsibilities

The responsibilities of the internal audit 
function include:
•	 Submitting	an	annual	internal	audit	plan	

to the Audit Committee that indicates the 
extent and frequency of the work to be 
conducted, which enables the committee 
to establish whether or not internal audit 
resources as well as the allocation thereof 
are appropriate to its requirements

•	 Conducting	reviews	of	the	key	business	
processes to ensure the:
– reliability and integrity of financial and 

operating information
– adherence to policies, plans, procedures, 

laws, regulations and contracts
– safeguarding of assets
– economic and efficient employment of 

resources
– achievement of established objectives and 

goals
•	 Reporting	the	results	of	reviews,	together	

with opinions and recommendations to 
management of sufficient authority to 
ensure that appropriate action is taken when 
required

•	 Quarterly	reporting	to	the	Audit	Committee	
on:
– the adequacy or design effectiveness and 

the operating effectiveness of the systems 
of internal control

– internal audit findings, recommendations 
and management’s action plans, and

– the progress against the internal audit 
plan and reasons for deviations

•	 Coordinating	audit	efforts	with	those	of	the	
external auditor

•	 Overseeing	the	performance	and	reporting	
of information technology-related internal 
audit reviews, which are outsourced to 
external parties who have the requisite 
technical proficiency and experience to 
conduct such reviews

•	 Addressing	the	matters	brought	to	the	
attention of the organisation, through the 
“Tip-offs Anonymous Helpline” operated 
by Deloitte, and reporting the nature of 
the incidents and the resultant actions, if 
required, by executive management to the 
Audit Committee.

Internal audit process

The scope of the internal audit activity and 
the assignments planned for the ensuing 
financial year are presented, discussed and 
approved at the last Audit Committee meeting 
of the financial year.  The internal audit plan 
is based on an assessment of Growthpoint’s 
key areas of operational risk with regard to its 
current operations and the key strategic risks 
as identified and assessed as part of the risk 
management process.
 
The internal audit plan is however, subject to 
change during the financial year depending on:
•	 Unforeseen	circumstances	within	the	

organisation
•	 Any	specific	requirements	of	executive	

management
•	 Any	specific	requirements	of	the	Audit	

Committee.

The establishment and maintenance of 
systems of internal control necessary to 
provide the directors of Growthpoint with 
reasonable assurance that business objectives 
are attained, rests with both executive and 
operational management.  Internal Audit’s 
role is to assist management in establishing 
whether or not the systems of internal control 
are both adequate and effective.  Adequacy 
is defined as whether or not the key controls 
address the related significant inherent risks, 
whereas effectiveness is defined as whether or 
not the key controls are operating as intended.

INTErNAl AUDIT
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Contact details 

JOHANNESBURG OFFICE 

Physical	address: The Place, 1 Sandton Drive, Sandton, 2196 
Postal	address:	 PO box 78949, Sandton, 2146
Switchboard	tel:	 +27 (0) 11 944 6000
General	fax:		 +27 (0) 11 944 6005

DURBAN OFFICE 

Physical	address: 4th Floor, lincoln On The lake, 2 The High Street
 Parkside, Umhlanga ridge, kwaZulu-Natal 
Postal	address: PO box 1330, Umhlanga rocks, 4320
Switchboard	tel:  +27 (0) 31 584 5100
General	fax:	 +27 (0) 31 584 5110

CAPE TOWN OFFICE

Physical	address: 2nd Floor montClare Place, main road, Claremont, 7700
Postal	address: PO box 44392, Claremont, 7735
Switchboard	tel: +27 (0) 21 673 8400
General	fax: +27 (0) 21 679 8405/06

GROWTHPOINT AUSTRALIA OFFICE

Physical	address: level 10, 379 Collins Street, melbourne, VIC, Australia, 3000
Switchboard	tel: +61 (0)3 8681 2900
General	fax: +61 (0)3 8681 2910

twitter.com/growthpoint

facebook.com/growthpoint

info@growthpoint.co.za

www.growthpoint.co.za

Administration

Cocoon	100	Gloss	and	Silk
Inspired by green technology, the Cocoon range of recycled coated papers 
are manufactured using a totally chlorine free process and is certified as FSC 
100% recycled, with excellent runnability, printability and whiteness.

FSC recycled certification, NAPm 100% recycled certification, ISO 14001, 
Process Chlorine Free (PCF), PAS 2020: 2009 level 3.

Cover pages: Cocoon Gloss, 350 g/m2, 4 pages
Text pages: Cocoon Silk, 130 g/m2, 112 pages
Size: 210x297mm
Quantity: 3 500

by using Cocoon Silk and Gloss rather than a non-recycled paper, the 
environmental impact was reduced by:
•	 1	608	kg	of	landfill
•	 174	kg	of	CO2, of greenhouse gases
•	 1	742	km	travel	in	the	average	European	can
•	 41	982	litres	of	water
•	 3	953	kWh	of	energy
•	 2	613	kg	of	wood

PUR	(which	uses	polyurethane	adhesive)	binding	provides	a	product	with:
•	 significantly	higher	page	pulls	and	flex	capability
•	 thereby	enhancing	the	lay	flat	effect	of	the	book
•	 provides	the	same	pull	test	strength	as	thread	sewing
•	 is	extremely	strong	and	durable,	lasting	the	same	time	than	thread	sewn
•	 more	cost	effective	than	threadsewing

Reasons	why	PUR	binding	is	more	eco	friendly	than	threadsewing:
•	 less	energy	used	as	you	are	eliminating	the	sewing	process	
•	 no	cotton	used,	to	produce	cotton	lots	of	energy	and	bleach	is	used	
•	 	PUR	binding	uses	about	a	quarter	less	glue	than	perfect	binding	and	less	

glue than threadsewn
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The Place, 1 Sandton Drive, Sandton, Gauteng, 2196, South Africa
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