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AboUt tHiS rEport

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 2008, as amended. 

integrated Annual review (iAr)

incorporating an overview of our organisation, key operational matters, our strategic 
intent, performance reviews including reports from our Chairman, Chief Executive 
officer and financial Director, sectoral reviews, corporate social investment, corporate 
governance and risk management.

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.

report scope and boundary

this report covers the period from 1 July 2012 to 30 June 2013 (fy2013) and provides 
an overview of the operations and performance of all businesses, including the related 
property sectors. this encompasses the South African businesses of growthpoint 
properties, its 50% share in the V&A Waterfront, and 100% of growthpoint properties 
Australia (goZ).

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 Consultation Draft of the international integrated reporting framework of the 
international integrated reporting Council (iirC).

growthpoint has determined that materiality can best be described as those issues 
that reflect the organisation’s significant financial, manufactured, intellectual, human 
and social capitals whose omission or misstatement could substantively influence the 

tHE groWtHpoiNt 
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to portray a holistic 
and integrated 
representation of the 
Group’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 
Group, as well as its 
performance with 
regard to financial, 
manufactured, 
intellectual, human  
and social capital.

growthpoint’s reporting consists of two reports
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reducing 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.

How to navigate the report: 

to make it easy to read and navigate 
the report, we have incorporated 
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 extended 
information. this symbol shows that 
you can find more information online.

IAR 
123

AFS
123

assessment and decisions of linked unitholders and other stakeholders with regard to its 
ability to create value in the short, medium and long term.

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 first issued an integrated report in fy2010. the reports in subsequent years, 
as well as the current year, have evolved and been refined to reflect developments with 
regard to integrated reporting. those developments having the most significant impact 
on our reporting have been the discussion paper “framework for integrated reporting and 
the integrated report” issued by the South African integrated reporting Committee (irC), 
“Consultation Draft of the international integrated reporting framework” issued by the 
iirC, as well the Ey annual survey of integrated reports of South Africa’s top 100 JSE listed 
companies and top 10 state owned companies. 

We recognise that integrated reporting is work in progress and we will endeavour to 
continue to improve our reporting, taking cognisance of future pronouncements by the iirC, 
requirements of the JSE and feedback from our stakeholders.

Assurance

growthpoint has a combined assurance model to enable its Audit Committee to express 
the view that they are satisfied that suitable assurance has been obtained for all material 
statements made in the integrated report.

one way of approaching this subject is to consider the assurance in terms of what is referred 
to as “the three lines of Defence” model. this model has been adapted by growthpoint to 
facilitate the assessment of assurance with specific regard to integrated reporting. Utilising 
the “three lines of Defence” model as a basis, the following lines of defence have been 
identified:

•	 	First line of defence: line management and support functions. these are internal 
functions that own and manage the information and are ideally placed to identify 
incorrect information due to their familiarity with the function.

•	 	Second line of defence: Executive management. these are internal oversight functions 
that oversee the information. they serve as a review mechanism to identify incorrect 
information.

•	 	Third line of defence: independent non-executive directors and independent parties, 
such as the company’s independent external auditor, that provide independent 
assurance of the information. 

Accordingly, some of the assurance is provided by external sources whilst other assurance is 
provided with reference to appropriate internal sources.

responsibility statement

the Audit Committee and management acknowledge 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 9 September 2013, and is signed on its 
behalf by:

CG Steyn LN Sasse
Chairman of the Audit Committee Chief Executive Officer
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organisational overview

pErforMANCE HigHligHtS

fiNANCiAl CApitAl
iNVEStorS rECEiVED

21.2% 
totAl rEtUrN 
for tHE yEAr

35.2%  
rEtUrN oN  
R3,4 billioN 
iNVEStMENt iN groWtHpoiNt 
propErtiES AUStrAliA (goZ)

R1,5 billioN
CASH rEtAiNED 
tHroUgH DiStribUtioN 
rEiNVEStMENt

groWtH of 

7.2%  
to 149,0 CENtS pEr liNkED UNit

AVErAgE ANNUAl DiStribUtioN 
groWtH of 

7.0% 
oVEr lASt 5 yEArS

R2,5 billioN 
NEW EqUity 
rAiSED ViA plACEMENt

MANUfACtUrED CApitAl rSA
ACqUiSitioNS of 

R492 MillioN 
DiSpoSAlS of 

R869 MillioN

DEVElopMENtS AND CApEx of 

R904 MillioN
CoMMitMENtS of 

R402 MillioN

SoCiAl CApitAl
CoNtiNUED iNClUSioN  
iN 2013 JSE iNDEx of 

SoCiAlly 
rESpoNSiblE 
iNVEStMENt (Sri)

R11,6 MillioN 
DiSbUrSED tHroUgH CorporAtE 
SoCiAl iNVEStMENt iNitiAtiVES

17.5% groWtH iN 
bUSiNESSES pArtiCipAtiNg iN oUr  

ENtErpriSE 
DEVElopMENt 
progrAMME

litErACy iNitiAtiVE rEACHES 

70 000 
lEArNErS 

HUMAN  
CApitAl
rSA NEt propErty iNCoME  
pEr EMployEE of 

R7,2 MillioN

R4,4 MillioN 
rSA DiStribUtioN pEr EMployEE

rEViSED 

RemuNeRaTioN 
phiLoSophy 
AND 

STRaTeGy
R2,2 MillioN 
iNVEStED iN EMployEE trAiNiNg

oN AVErAgE

8,5 HoUrS  
of trAiNiNg 
rECEiVED pEr EMployEE
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iNtEllECtUAl CApitAl
iNVEStMENt ANAlyStS 2013 

AWArD for 
bESt rEportiNg 
AND CoMMUNiCAtioN 
iN tHE fiNANCiAl SErViCES SECtor

CEo CHAirMAN 
of SA rEit 
ASSoCiAtioN

EUroMoNEy’S 2013 rEAl EStAtE 
SUrVEy AWArD for tHE bESt 

iNVEStMENt 
MANAgEr 
iN SoUtH AfriCA

ExECUtiVE 
DirECtor 
prESiDENt of 
SApoA

NAtUrAl  
CApitAl
ENErgy EffiCiENt ligHtiNg 

SAVES  
4.5 MillioN kWh
pEr ANNUM

WAtEr EffiCiENt  
AErAtorS proJECtED to 

SAVE  
13 750 kl 
pEr ANNUM

tWo rooftop 
SolAr proJECtS 
iMplEMENtED

golD StAtUS 
CArboN DiSCloSUrE lEADErSHip iNDEx 
(CDli) WitH A 

95% SCorE

WiNNEr 2013 NEDbANk CApitAl 

SUStAiNAblE 
bUSiNESS AWArDS – 
iNfrAStrUCtUrE AND rENEWAblE 
ENErgy CAtEgory

MoNtClArE plACE, CApE toWN
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pErforMANCE HigHligHtS CoNtiNUED

tHE WilloW, illoVo

GRowiNG a poRTfoLio of quaLiTy iNveSTmeNT pRopeRTieS
tANgiblE ASSEtS

the largest listed 
property company 
on the JSE with 
tangible assets 
of r62,8 billion

JUNE
2009

JUNE
2010

JUNE
2011

JUNE
2012

JUNE
2013

30,6 36,1 47,1 54,3 62,8

r billion

70

60

50

40

30

20

10

0

pRoviDiNG CapiTaL appReCiaTioN oveR The LoNG TeRm
UNit priCE

18.9% compound 
annual growth 
in linked unit 
price over the 
last five years

JUNE
2009

JUNE
2010

JUNE
2011

JUNE
2012

JUNE
2013

1 300 1 552 1 831 2 300 2 639

cents

3 000

2 500

2 000

1 500

1 000

500

0

DeLiveRiNG SuSTaiNaBLe GRowTh
DiStribUtioN pEr liNkED UNit

7.0% average 
annual growth in 
distributions over 
the last five years

fy 2009 2010 2011 2012 2013

final 58,3 62,1 67,1 71,2 76,3

interim 56,3 59,1 63,9 67,8 72,7

cents

160

140

120

100

80

60

40

20

0

114,6

121,2
131,0

139,0

149,0
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organisational overview

groUp oVErViEW

growthpoint properties limited 
is a

DiVErSifiED 
propErty 
iNVEStMENt 
CoMpANy
growthpoint properties limited  
(growthpoint) is a diversified property 
investment holding company, 
incorporated and registered as a public 
company on 12 october 1987, and is now 
listed under the “financial Services real 
Estate investment trust” sector of the  
JSE limited (JSE).

WE oWN AND MANAgE A qUAlity portfolio of

438 propErtiES
providing 5 351 315 square metres of retail, office and 
industrial space to leading South African and Australian 
businesses

oUr totAl propErty ASSEtS ArE VAlUED At

R59,8 billioN
which includes 100% of growthpoint properties Australia 
(goZ) and growthpoint’s 50% interest in the properties in 
the V&A Waterfront

tHE propErtiES iN groWtHpoiNt propErtiES AUStrAliA 
(goZ) WErE VAlUED At

R15,1 billioN
groWtHpoiNt’S 50% iNtErESt iN tHE propErtiES iN 
tHE V&A WAtErfroNt WAS VAlUED At

R5,6 billioN
DUriNg tHE yEAr, WE gENErAtED DiStribUtAblE  
EArNiNgS of 

R2,7 billioN

DiVErSifiED propErty 
portfolio 
comprising 393 properties in South Africa, 44 properties in 
Australia, which is 65.8% owned and 50% interest in the 
V&A Waterfront (one property)

WE EMploy

457 pEoplE
in three regional offices and at various properties in rSA

CoNStANtiA offiCE pArk, rooDEpoort

  greater JHb 
32.7% 

  pretoria 
7.9% 

  Western Cape  
(including V&A) 
22.0% 

  kwaZulu-Natal 
6.2% 

  Eastern Cape 
2.4%

  North West 
2.3%

  other 
1.3%

  Australia 
25.2%

GeoGRaphiCaL SpReaD By vaLue
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groUp oVErViEW CoNtiNUED

our structure and distributions

During the period under review our capital structure comprised 
ordinary shares, which were 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 meant that 
each share could only be issued and traded on the JSE as a linked 
unit, together with the debentures to which it was linked. the 
debenture portion of the linked unit earned interest at a variable 
rate. the interest came from profits generated from rental streams 
from our property portfolio. We distributed nearly all our revenue 
profits, mainly through debenture interest, with the balance being 
paid out as a dividend. 

Growthpoint made application to the JSe to be listed as a Real 
estate investment Trust (ReiT) with effect from 1 July 2013 
and was accordingly awarded such status. the rEit structure is 
a tax regime that provides “flow through” on a pre-tax basis of the 
net property income to investors in the form of a dividend. it is the 
most prevalent structure for investment in property in international 
jurisdictions including the United States of America, the United 
kingdom, Japan and Singapore. As investment in listed property 
continues to globalise, the rEit structure is increasingly becoming 
a recognised international standard. the introduction of rEits 
to South Africa was enabled through recent changes to taxation 
legislation.

the aforementioned resulted in the replacement of each linked unit 
with one delinked ordinary share, by delinking the debentures and 
the ordinary share and the subsequent capitalisation of the value 
of the debentures to stated capital. the taxation effect of this was 
neutral to growthpoint. the change to our capital structure will not 
affect shareholders (previously unitholders) receiving distributions 
twice during our financial year. these regular distributions should 
continue to provide sustainable annuity income.

  office 
30.6% 

  retail 
25.7% 

  industrial 
17.8% 

  goZ (65.8%) 
14.5% 

  V&A (50%) 
11.4%

CoNTRiBuTioN To DiSTRiBuTioN

in terms of the dividend and dividend withholding tax provisions of 
the income tax Act, read in conjunction with section 25bb of the 
income tax Act, distributions received from a rEit will be taxed in 
the hands of the shareholder as follows:

•	 	Distributions	received	by	resident shareholders will be taxed 
as a dividend for income purposes, but will not be exempt in 
terms of the usual dividend exemption and will accordingly 
be exempt from dividend withholding tax. the dividends will 
represent income in the hands of the recipient.

•	 	Distributions	received	by	non-resident shareholders will not 
be taxed as a dividend for income tax purposes as the dividends 
will be exempt in terms of the usual dividend exemptions. 
these dividends will however be subject to dividend 
withholding tax.

Shareholders are encouraged to consult their professional tax 
advisors if they are in any doubt about the tax implications for 
distributions received from growthpoint. 

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

AFS
42

    AFS
43

    AFS
84

   

pAVilioN, SANDtoN
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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 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 and distribute these earnings  
bi-annually to our shareholders

HoliDAy iNN, rooDEpoort
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organisational overview

oUr bUSiNESS StrUCtUrE AND MANAgEMENt

V&A ceO AND eXecUTIVe MANAGeMeNT cOMMITTee

GEPF (rEprESENtED by piC)

V&A PROPERTY cOmmITTEE

GROWTHPOINT PROPERTIES

V&A 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 (SoC) limited (piC), are equally represented on the board of Directors and the  
property Committee.

growthpoint properties Australia (goZ)

goZ is managed internally by its Managing Director, supported by 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.

South African portfolio (excluding V&A Waterfront)

RISK 
MANAGeMeNT
cOMMITTee

PROPeRTY
cOMMITTee

ReMUNeRATION
cOMMITTee

SOcIAl, eThIcS AND 
TRANSFORMATION
cOMMITTee

NOMINATION
cOMMITTee

AUDIT
cOMMITTee

bOARD

bOARD

AUDIT, RISK AND cOMPlIANce cOMMITTee NOMINATION, ReMUNeRATION AND hUMAN  
ReSOURceS cOMMITTee

APPROVAl OF AcqUISITIONS, DISPOSAlS AND DeVelOPMeNTS 
wIThIN The lIMITS APPROVeD BY The BOARD

DEAL FORUm

STRATeGIc MANAGeMeNT AND MONThlY MONITORING AND 
ReVIew OF PeRFORMANce

EXEcUTIVE
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ReTaiL: provides leading retail 
accommodation to a diversity of retailers, 
restaurants and banks, mostly in regional 
shopping centres. IAR

62

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

70
 

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

80

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. IAR

88

GoZ: A portfolio of high quality industrial 
warehouses and offices providing 
accommodation to predominantly blue-chip 
Australian businesses. IAR

94

groWtHpoiNt’S portfolio
is managed in five property segments – retail, office, industrial, V&A Waterfront and 
goZ. Each is focused on achieving sustainable rental growth.

ReTaiL offiCe iNDuSTRiaL v&a waTeRfRoNT GoZ***

Asset value (rbn) 14,9 16,2 8,0 5,6** 15,1

Number of properties 43 120 230 1 44

gross lettable area (glA) (m²) 942 501 1 151 079 2 176 887 193 873** 886 975

glA as % of total portfolio (%) 17.6 21.5 40.7 3.6 16.6

Net property income (rm) 1 137 1 353 786 324** 1 260

Net property income (%) 23.4 27.9 16.2 6.6 25.9

Value per m² (r) 15 825 14 083 3 694 28 622 16 982

Value (excl bulk) per m² (r) 15 810 13 930 3 618 25 546 16 779

Average gross rental  
(per m²/month) (r) 133 123 38 155 AUD161*

budgeted forward yield (%) 8.3 8.6 10.5 6.9 8.6

Average in-force escalations (%) 7.7 8.3 8.1 8.4 3.1

Weighted average lease 
period (years) 3.1 4.2 3.2 4.8 6.8

property expense ratio (%) 27.9 23.8 21.6 26.7 11.2

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

industrial: Distribution 
and warehousing 
demand driven by 
activity in the retail, 
manufacturing, import 
and export markets, 
and changing business 
needs and operations 
of corporate Australia. 
office – Changing 
business needs and 
business growth

* the rental for Australia is shown as average net rental per annum in AUD.
** represents 50% of the V&A Waterfront.
*** represents 100% of the goZ portfolio.



 
ESTIENNE  
DE KLERK (44)

mPUmE 
NKAbINDE (53)

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

FRANcOIS 
mARAIS (58)

NORbERT  
SASSE (48)

RAGAVAN 
mOONSAmY (49)

HERmAN 
mASHAbA (54)

PATRIcK 
mNGcONKOLA (51)

HUGH  
HERmAN (72)

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, 
pick n pay Stores ltd, freddy Hirsch 
group (pty) ltd and Melbro Wholesale 
(pty) ltd

Non-executive, Bee structure 
stakeholder

Appointed to the board in 2005

Committees: property, Social and 
Ethics 

founder of kascara financial Services 
(pty) ltd, Managing Director of 
Unipalm investment Holdings (pty) ltd

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., a legal firm, a director of 
growthpoint properties Australia and 
V&A Waterfront Holdings (pty) ltd

Deputy Chairman 
Non-executive, Bee structure 
stakeholder

bSc (Eng) (Hons) (Metallurgy) 

Appointed to the board in 2006

Committees: Nomination, 
remuneration

founder of black like Me products.

Executive Chairman of leswikeng 
Minerals and Energy (pty) ltd and 
non-executive director of black like 
Me (pty) ltd and phatsima group of 
Companies, Chairman of the free 
Market foundation and past chairman 
of the institute of Directors in 
Southern Africa

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, V&A Waterfront 
Holdings (pty) ltd and Chairman of SA 
rEit Association

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, V&A Waterfront 
Holdings (pty) ltd and South African 
property owners Association

 

independent non-executive

btech (business Administration),  
bA (Human resources Management)

Appointed to the board in 2012

Committees: risk, Social and Ethics

Non-executive director of the public 
investment Corporation (SoC) ltd 
and former trustee of the government 
Employees pension fund
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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

mzOLISI  
DILIzA (64)

JAN  
STRYDOm (74)

cOLIN  
STEYN (72)

PETER  
FEcHTER (67)

LYNETTE  
FINLAY (53)

FREDERIcK 
VISSER (61)

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 (SoC) ltd and senior 
member of the Special income tax 
Court

independent non-executive

bCom (Hons) 

Appointed to the board in 2001

Committees: risk, remuneration

Chief Executive officer of the Sentinel 
Mining industry retirement fund

financial Director

bAcc, CA (SA) 

Appointed to the board in 2013

Committees: participates in all 
committee meetings by invitation

Ended 15 years in the auditing 
profession as an audit partner with the 
former Ernst & young before joining 
the JD group ltd in November 1995, 
where he was appointed to its board 
in April 2001 as the Chief financial 
officer having fulfilled that role for  
12 years, Director of paramount 
property fund ltd

Non-executive, Bee structure 
stakeholder

bCom, bachelor of business 
Management and Administration 
(Hons)

Appointed to the board in 2001

Committees: Social and 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 

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

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

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

JOHN  
HAYWARD (62)

GERALD  
VÖLKEL (52)
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NORbERT  
SASSE (48)

NADINE 
KUzmANIcH (42)

ESTIENNE  
DE KLERK (44)

head of marketing and 
Communication

Marketing career spans twenty one 
years

Chief executive officer

bCom (Hons) (Acc), CA (SA) 

fourteen years’ experience in listed 
property

executive Director

bCom (industrial psych), bCom (Hons) 
(Marketing), bCom (Hons) (Acc),  
CA (SA)

thirteen years’ experience in listed 
property

STEPHAN  
LE ROUX (55)

bONGANI 
PHAKATHI (42)

Deal manager

bSc Eng, MbA

Eighteen years’ experience spanning 
engineering, management, consulting 
and property

GEORGE 
mUcHANYA (42)

Divisional Director – Retail sector

bCom (Acc), bArch Studies

twenty seven years’ experience in the 
property industry

ENGELbERT 
bINEDELL (43)

Divisional Director – industrial 
sector

bA (Ed), Mbl

Sixteen years’ experience in the 
property industry
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tHE ExECUtiVE CoMMittEE (ExCo)

organisational overview

GERALD  
VÖLKEL (52)

financial Director

bAcc, CA (SA) 

twenty eight years’ financial 
management experience 

head of human Resources

bCom

Hr career spans nineteen years



How is our team measured?

Each member of Exco is tasked with an area of responsibility 
which encompasses a number of key activities. these key 
activities form the basis for determining that 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 the Exco during fy2013 relative to 
the company’s objectives, is set out in our Strategic intent 
section.

the manner in which Exco members are rewarded for 
performance is elaborated upon in our remuneration 
philosophy and Strategy which is included in the key 
operational Matters sector.

IAR
25

GREG  
DE KLERK (57)

Regional head – KwaZulu-Natal

fCiS

twenty two years’ experience in the 
property industry

Regional head – Cape Town

bCom (Hons) (Acc), CA (SA)

twenty two years’ property-related 
experience

ALEc 
DAVIS (48)

Chief information officer

bCom (Hons) (Acc), CA (SA)

twenty two years’ it and financial 
experience

RUDOLF  
PIENAAR (53)

Divisional Director – office sector

twenty seven years’ experience in the 
property industry

17Growthpoint Properties Limited Integrated Annual Review 2013

DAVID 
STOLL (54)
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oUr StAkEHolDErS

our stakeholders’ categories and our approach to engaging with 
each of them is presented below:

Stakeholder engagement with stakeholder Stakeholder contribution Stakeholder expectation

investors •	presentations
•	roadshows
•	one-on-one meetings
•	 JSE SENS announcements 
•	Media announcements
•	Website
•	Webcasts

the provision of financial capital to 
grow the business

providing growing distributions on 
an annual basis with the objective 
of sustainable earnings in the long 
term

employees •	Newsletters (e-mail)
•	 intranet
•	presentations
•	Equity forum
•	 induction, training and 

development
•	organisational effectiveness 

survey
•	Wellness days

Employees form the foundation 
of our business and provide the 
performance and productivity 
required to sustain the business

Using and growing the skills of 
employees and retaining the best 
people by appropriate reward and 
remuneration 

Business partners – Tenants •	personal interaction and 
meetings

•	 information events
•	on-site property teams
•	operational notices
•	Safety notices and practice drills
•	print communication

the letting of available space 
which enables growthpoint to 
sustain and grow its business

providing the highest level of 
service to tenants which will 
enable them to thrive, grow and 
sustain their businesses

Business partners – Suppliers •	  request for proposals (rfps)
•	preferential payment terms
•	property point enterprise 

development programme

the provision of services which 
will preserve and enhance our 
properties

providing sustainable business 
and growth opportunities which 
are mutually beneficial in a 
transparent and equitable manner 

Government and  
regulatory bodies

•	formal responses on policy and 
regulation 

•	 Joint initiatives for industry 
solutions

•	bEE scorecards
•	Employment equity reports
•	tax returns

the provision of regulatory 
frameworks which will enable 
growthpoint to operate in an 
environment which provides 
reasonable certainty and is fair 
and transparent to all competing 
participants 

growthpoint acts in a responsible, 
ethical and transparent manner

Business partners –  
property brokers

•	Website
•	 incentive programmes
•	twitter and facebook
•	one-on-one presentations and 

engagement

the letting of available space 
which enables growthpoint to 
sustain and grow its business

the provision of quality 
properties to take advantage of 
opportunities, market conditions 
and user demand

providers of finance •	bi-annual results presentation
•	roadshows
•	one-on-one meetings
•	 JSE SENS announcements
•	Media announcements
•	Website

the provision of funding to grow 
the business

Security of funds provided 
by growthpoint sustaining a 
strong balance sheet through 
conservative gearing and credit 
metrics that are well within 
covenants

industry and business 
organisations

•	Active involvement on boards 
and committees

•	presentations at conferences and 
congresses

•	 involvement in real Estate 
investment trust (rEit) 
Association, South African 
property owners Association 
(SApoA) and the green building 
Council of South Africa (gbCSA)

the collective and consensus 
opinion of the participants which 
enables industry and business 
organisations to influence and 
impact on matters that impact 
them and their operations 

the sharing of experience and 
expertise which will mutually 
benefit the property industry and 
related organisations 

Communities •	CSi initiatives in general
•	CSi initiatives at our properties
•	bursaries
•	Environmental initiatives
•	 involvement in city improvement 

districts in various cities
•	Waste recycling projects

An understanding of the social, 
economic and environmental 
impacts in the communities in 
which we operate 

impacting the communities in 
which growthpoint operates in a 
positive manner 
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VAlUE ADDED StAtEMENt

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.

  linked unitholders 
48.3%

  providers of debt 
32.2%

  government and 
regulatory bodies 
8.3%

  Employees 
6.2%

  Minority interest holders 
4.4%

  reinvested in the group 
(goZ) 
0.6%

weaLTh CReaTeD aND DiSTRiBuTeD:
2013 Split pEr StAkEHolDEr 

2013

Rm

2012

Rm

2011

Rm

2010

Rm

2009

Rm

revenue 6 215 5 519 4 435 3 956 3 211

property and other expenses (815) (770) (623) (567) (486)

vaLue aDDeD 5 400 4 749 3 812 3 389 2 725

finance income 253 180 106 144 230

weaLTh CReaTeD 5 653 4 929 3 918 3 533 2 955

linked unitholders 2 728 2 395 2 072 1 876 1 615

providers of debt 1 820 1 710 1 253 1 174 989

government and regulatory 

bodies
469 363 320 289 205

Employees 353 279 202 158 146

Minority interest holders 248 182 71 36 –

reinvested in the group (goZ) 35 – – – –

weaLTh DiSTRiBuTioN  5 653  4 929 3 918 3 533 2 955

weaLTh CReaTeD aND DiSTRiBuTeD:
 2009 to 2013 

JUNE
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JUNE
2010

JUNE
2011

JUNE
2012

JUNE
2013

2 955 3 533 3 918 4 929 5 653
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oUr EMployEES

key operational Matters

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 employees 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 and their 
communities, through their participation in 
social investment initiatives like the HAlo 
(Helping and loving others) programme, 
run by employees, and supporting selected 
projects.

overview
During fy2013 the focus was on ensuring 
our post-integration processes functioned 
optimally and effectively, revisiting 
policies and procedures and probably most 
importantly, on creating greater focus on 
the retirement savings and planning. the 
Employee Assistance offering was enhanced 
to better support employees experiencing 
challenges, also helping them plan for a 
better future, and this was aligned with the 
education process on the retirement fund.

A concerted effort at revising policies 
and procedures, arising in part from 
employee feedback, but also from a desire 
to benchmark our practices, has resulted 
in growthpoint being certified as a top 
Employer for 2014, clearly indicating that 
our policies and practice are in line with 
local and international best practice. 
the certification will be a catalyst to 
continuously improve our policies and 
practices, in an effort to retain certification 
and offer both current and prospective 
employees assurance of the extent of 
benefits they enjoy.

our core values
living growthpoint’s values and improving 
our people management practices are 
important to us. following from the second 
formal assessment of employees in March 
2012, extensive focus groups were held on 
ways to improve our people management 
practices, specifically in the areas of 
performance management, updating and 
aligning policies and procedures, ensuring 
consistency of the application of policies 
and confirming and communicating our 
remuneration approach. A specific focus 
in respect of remuneration has been 
on ensuring employees understand the 
benefit structure of their packages, with 
high emphasis on retirement funding and 
planning.

in extending the value of caring for our 
employees, in 2013 we launched a concerted 
effort to better equip staff with their 
financial and retirement planning, and an 
intentional element of this process was 
to integrate the personal psychological 
planning for retirement with the financial 
planning. this process was made available 
to employees and their spouses who are 
preparing for retirement. A proactive 
element of this process has been the availing 
of financial advisors to staff, both when 
joining and leaving the company, and as a 
result there has been increased preservation 
of fund credits.

our people are our  
most important asset

457
employees

94
people employed in our head office 
providing corporate or shared services

363
people employed in our regional or 
sector business units (SbUs), dedicated 
to the operations of our three sectors, or 
regional offices

R7,2 MillioN 
net property income per employee

9.2% 
total staff movement (including 
retirements)

5.2%
voluntary staff turnover

R4,4 MillioN 
rSA distribution per employee

ZeRo
serious occupational injuries

Human resources  
management system
in 2013 we continued to roll out our 
online Hr system. in addition to giving all 
employees the access and ability to manage 
their personal non-payroll information 
and reducing paper, all employee claims 
transactions have been migrated onto the 
online Hr system. the next level of focus 
is to enhance the use of Hr systems from 
a developmental perspective. together 
with our it division, we will continue to 
make available workstations for employees 
to develop their it literacy skills, which 
are becoming an important life skill. this 
process also allows us to reach more 
employees through our online systems, 
which currently have an 85% reach and 
utilisation. A focus for 2014 will be to 
upgrade the quality of information on the 
systems.

Employee value proposition
growthpoint aims to offer prospective and 
current employees an environment where 
they can pursue a complete property career, 
guided and mentored by leading property 
practitioners, specifically focusing on 
skills matched to those needed to deliver 
growthpoint’s strategy and objectives. 
We aim to create a performance-driven 
environment in which our people can excel 
and develop, and which offers competitive 
and fair recognition and rewards. 

We continue our efforts to employ more 
people from previously disadvantaged 
groups, as well as to improve gender 
representivity, especially in our core skill 
areas and senior management. 

HiV/Aids approach
HiV continues to be a major global public 
health issue, together with other chronic 
diseases. Advances in research, education 
and treatment mean that HiV/Aids is today 
in the same category as other chronic 
and life threatening diseases which have 
impacted on the economically active 
population. 

Although no comprehensive prevalence 
testing has been done for the growthpoint 
employees for fy2013, considering the 
profile of our employees, which are 
service, administrative, management and 
professional staff, who are of an average 
age of 41,5 years, it would be fair to expect 
that our prevalence is below 10%, probably 
in the region of 3% to 6%. if the data on 
employees that have registered for the 
HiV/Aids chronic disease management 
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programme is used, growthpoint’s 
prevalence is 3.8%, but this figure excludes 
employees that have not registered on one 
of our medical schemes programmes or that 
are covered by their spouse’s medical aid.

in terms of our stated Human resources 
policy we undertake not to engage in 
discrimination that would be unfair in terms 
of the Employment Equity Act or any other 
applicable legislation, and this applies to 
our approach to dealing with employees 
infected or affected by HiV/Aids.

in addition to this, as a condition of service, 
all employees have to be a member 
of a medical aid or a dependant on a 
spouse’s medical aid. As part of selecting 
employee benefits, growthpoint ensures 
that our corporate medical aid schemes 
provide cover to members and their 
families for HiV/Aids in terms of both the 
prescribed Minimum benefits legislation 
and a comprehensive chronic disease 
management programme for registered 
members. on an annual basis, we host 
Health and Wellness days in all regions 
where our employees are based to  
enable them to partake in an annual  
health assessment which includes 
voluntary counselling and testing for  
HiV/Aids.

in the event that an employee should 
become incapacitated due to HiV/Aids, 
our normal disability policy would cover 
the employee, as would be the case with 
any other disability and this would provide 
permanent income replacement, as well as 
continued membership of the retirement 
fund (including insured benefits such as 
group life cover). our Employee Assistance 
programme (contracted to Maureen kark 
and Associates) continues to provide 
support to employees on temporary and 
permanent disability.

furthermore, as part of World Aids Day, 
growthpoint makes a donation to selected 
HiV/Aids organisations.

Chronic diseases, such as heart disease, 
stroke, cancer, chronic respiratory diseases 
and diabetes, are by far the leading cause of 
mortality in the world, representing  
63% of all deaths. 

HiV continues to be a major global public 
health issue, having claimed more than  
25 million lives over the past three decades. 
there were approximately 34 million people 
living with HiV in 2011 worldwide.

in January 2013 the World Health 
organisation (WHo) estimated that  
347 million people worldwide have 

diabetes. in 2004, an estimated 3,4 million 
people died from consequences of high 
fasting blood sugar. More than 80% of 
diabetes deaths occur in low- and middle-
income countries. the WHo projects that 
diabetes will be the 7th leading cause of 
death in 2030. Cancer is a leading cause of 
death worldwide and accounted for 
7,6 million deaths (13% of all deaths)  
in 2008. 

Uplifting our employees
over a period of time since the growthpoint 
management “buy-in” transaction 
was finalised in 2007, a conscious and 
concerted effort has been made to 
improve the employment offering, 
including remuneration, of all employees. 
At inception, growthpoint acquired staff 
from two separate employing entities, 
namely growthpoint building Managers 
that employed the operational building 
based staff and growthpoint Management 
Services that employed the property and 
asset management staff, and as such, 
the two groups of employees historically 
had different conditions of employment. 
the two employing entities had different 
remuneration structures and practices, 
separate retirement funding arrangements, 
which had different administrative costs, 
benefit structures and insured benefits 
costs. on a broader level the employee 
wellness benefits were not extended to 
growthpoint building Managers employees 
and their families.

in the last five years, we have taken 
an integrated approach to address the 
historical anomalies. A process was  
initiated to align the employment  
practices and eventually integrate all 
staff into one employing entity, namely 
growthpoint Management Services, a 
process that was substantially completed 
in March 2012. As part of the process, all 
conditions of service were harmonised 
based on the highest common denominator 
that existed between the two companies 
and without any impact on any employee 
remuneration in order to achieve the 
improved benefit levels. 

An important differentiating factor in 
growthpoint’s broader remuneration 
approach is that all employees participate 
in the growthpoint Staff incentive Scheme 
(gSiS), despite the fact that market practice 
is generally that only employees at a 
management level participate in staff share 
schemes. this contributes towards creating 
a culture of ownership and engenders 
greater employee service levels.

from a remuneration perspective, we have 
raised the minimum remuneration paid to 
the lowest earning employee from a nominal 
r33 600 per annum (r2 800 per month) 
“cost to company” in June 2008 to the 
current minimum of r72 000 per annum 
(r6 000 per month). this translates into a 
nominal 114% increase, or in real terms 54% 
increase after inflation. if the average annual 
increase within growthpoint is used, the 
change represents a 38% improvement in 
earnings for the lowest earning employees. 
this remuneration excludes any value 
derived from the gSiS or from short-term 
incentives. the net result is that less than 
5% of our employees take home less than 
r60 000 per annum (r5 000 per month) in 
net pay.

As part of integrating the two employing 
entities, the retirement fund arrangements 
were harmonised, resulting in growthpoint 
having both a provident and a pension 
fund which are identical in nature in 
terms of administrative and insured costs, 
contribution levels, benefit structure and 
levels. Most importantly, the restructuring 
resulted in the pensionable salary base 
of employees being equivalent to 100% 
of “cost to company” remuneration so as 
to ensure that all future benefits, which 
are based on pensionable salary and are 
designed to provide for disabled employees, 
and/or dependants of deceased employees 
are meaningful. this has resulted in at 
least a 120% improvement on average 
and up to 340% at the lowest earning 
level. We continue through our retirement 
fund strategy, which includes a member 
education programme, to work towards the 
objective of ensuring that all employees 
can afford to retire with some degree of 
financial assurance by reviewing costs, 
encouraging preservation on joining and 
leaving growthpoint, and finally influencing 
contribution levels of employees.

on a broader basis, we have an employee 
assistance and wellness programme that 
addresses not only the physical health 
through annual wellness day and related 
events, but also both the personal and 
socio-economic wellness of employees 
and their families as they have access to 
the growthpoint Employee Assistance 
programme (EAp). the wellness day and 
related events aim to ensure employees are 
monitoring their health levels and improving 
their lifestyle, testing for chronic diseases 
such as diabetes and HiV/Aids, but also 
receiving information on other illnesses that 
are becoming increasingly prevalent such as 
cancer. on a monthly basis, various topics 
from a wellness and assistance perspective 
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are presented to employees at each major 
centre, with follow-up one-on-one sessions 
being provided at company expense. these 
initiatives have seen higher utilisation in 
recent years and are ably supported by 
both our internal incapacity and disability 
programmes and our external healthcare 
providers, often working in collaboration, 
to ensure comprehensive treatment and 
support of employees.

the journey of improving the lives of our 
employees will continue through current 
and future endeavours and forms part of 
the overall employee value proposition, 
the broader employee engagement and 
employee retention programmes.

transformation: property 
Charter (bbbEE) and 
Employment Equity
During fy2013, a process was undertaken 
to align occupational categories in terms 
of that which is reported for the property 
Sector transformation Charter and that for 
the Employment Equity Act. 

in terms of bbbEE reporting for the 
property Sector transformation Charter 
growthpoint’s representivity was 55.6% at 
30 June 2013. our representivity measured 
in terms of the Employment Equity Act, 
which is inclusive of white females, is 80.5% 
and is similar to that as at 30 June 2012. 
from a gender perspective, growthpoint 

workforce is comprised of 51.2% females 
and 48.8% males as at 30 June 2013. 

Each year, growthpoint, in compliance 
with the Employment Equity Act, reviews 
key issues identified as barriers to the 
advancement of Employment Equity and 
submits its statutory annual report based 
on a five-year plan which was compiled in 
2012. We strive to achieve representivity 
of the national demographics in employee 
profile, but this is a process that has to 
principally take into account the availability 
of skills within the economically active 

population and our low turnover and 
attrition rates, which were 5.2% of 
voluntary turnover for fy2013.

An analysis of growthpoint’s status in terms 
of the property Sector transformation 
Charter, which is based on the revised 
employee categorisation, is reflected in 
the table below. the target date has been 
changed to 2017 in terms of the gazetted 
five-year target period, commencing 2012. 
the performance against the target is 
monitored each month.

GRowThpoiNT RepReSeNTiviTy:
 EMployMENt EqUity ACt by oCCUpAtioNAl lEVEl

top
management

Senior
management

Middle
management

Junior
management Semi-skilled Unskilled

15.4% 68.2% 71.1% 75.8% 98.8% 100.0%

100

%

80

60

40
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0

growthpoint property Sector transformation Charter report as at 30 June 2013

Category indicators

% 
Target 

for 2017

Total 
number of

 employees 
per 

category

Number
of black

 employees 
per 

category

Target 
number 

for 
2017

variance 
number

Black 
employees

as % 
of total

 employees 
per 

category

adjusted
 recognition 

for gender

board management black people as a % of board management 60 16 5 10 5 31.3 21.9

black women as a % of board management 30 1 5 4

top management black people as a % of top management 60 13 1 8 7 7.7 3.8

black women as a % of top management 30 – 4 4

Senior management black people as a % of senior management 60 44 12 26 14 27.3 27.3

black women as a % of senior management 30 6 13 7

Middle management black people as a % of middle management 75 114 33 86 53 28.9 31.1

black women as a % of middle management 37 19 43 24

Junior management black people as a % of junior management 80 120 69 96 27 57.5 59.6

black women as a % of junior management 40 37 48 11

Semi-skilled/unskilled black people as a % of semi-skilled/unskilled 80 166 139 133 (6) 83.7 74.9

black women as a % of semi-skilled/unskilled 40 57 66 9

total  black people as a % of total 457 254 55.6 53.8

black women as a % of total 119
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rEMUNErAtioN pHiloSopHy AND StrAtEgy

key operational Matters

2013 remuneration report
The Board of Growthpoint Properties Limited (the company) and the 
Remuneration Committee (the committee) have pleasure in submitting 
the Remuneration Report for the financial year ended 30 June 2013. This 
report sets out the company’s remuneration policy and strategy for all 
employees and sets out the detailed implementation and disclosure of 
remuneration for executive directors, prescribed officers and non-
executive directors. The information provided in this report has been 
approved by the Board on the recommendation of the committee.

The company has worked with its independent advisors, PwC, to ensure 
that responsible and appropriate remuneration principles are adopted 
and implemented. The committee has also taken cognisance of the 
performance of the company and the value creation for shareholders 
during the year and believe that our remuneration policy and the 
implementation thereof reflect the alignment with the Group’s business 
strategy and long-term goals. 

The Committee is satisfied that the overall principles laid down by the 
King Code of Governance for South Africa (King III) and the Companies 
Act 2008 (the Act) have been adhered to unless specifically stated. 

the report this year has been segmented into two parts, separating 
the disclosure of policy (part 1) and its implementation (part 2). 

pArt 1: rEMUNErAtioN
pHiloSopHy AND poliCy 

the committee

Role of the committee
the committee assists the board in setting the company’s 
remuneration policy and directors’ and prescribed officers’ 
remuneration. the committee’s terms of reference are set out in 
the Corporate governance section of the integrated Annual  
review. IAR

126

Members of the committee
Details of the members of the committee can be found  
in the Corporate governance section of the integrated  
Annual review.                                                                                 

  IAR
121

the majority of the current members of the committee, other 
than the Chairman, are independent non-executive directors. the 
committee met four times during the financial year ended 30 June 
2013. the Chief Executive officer, Executive Director and Head of 
Human resources attended the committee meetings by invitation 
and assisted the committee in its deliberations, except when 
issues relating to their own remuneration were discussed or the 
Committee felt the need to discuss matters without the executives 
present. pwC attended the meetings in its capacity as independent 
advisors to the committee.

Summary of remuneration activities/decisions undertaken 
during the year
the main issues considered and approved by the committee during 
fy2013 were as follows:

•	 Approval	of	the	remuneration	report

•	 	Short-term	incentives	for	executive	directors	and	prescribed	
officers

•	 	2012	share	incentive	plan	awards	to	all	eligible	employees	and	
approval of vesting of awards

•	 	Annual	salary	review	for	executive	directors	and	prescribed	
officers

•	 Mandate	for	salary	increases	for	all	other	employees

•	 Review	of	executive	directors’	service	contracts

•	 Review	of	fees	to	non-executive	directors

•	 Review	and	approval	of	remuneration	policy

•	 	Review	and	approval	of	succession	plan	in	respect	of	senior	
management

•	 	Consideration	of	a	number	of	proposals	relating	to	the	proposed	
implementation of an Executive outperformance long-term 
incentive Scheme (oltiS).

Elements of remuneration

the table below summarises the elements of the total remuneration package offered to employees during the fy2013:

element fixed/variable Definition

Guaranteed pay fixed the fixed element of remuneration is referred to as guaranteed Cost to Company (gCtC).

Benefits fixed benefits include contributions to a defined contribution retirement plan and a medical aid scheme (which are 
included in the gCtC) and company paid personal accident, dread disease and Admedgap (hospitalisation gap 
cover) insurance policies on which fringe benefits tax is paid.

Short-term 
incentive (STi)

Variable An annual short-term incentive, paid partly in cash and partly deferred into long-term incentive shares, provides 
executive directors, prescribed officers and senior management with an incentive to achieve the company’s short- 
and medium-term goals, with payment levels based on six key performance Areas (kpAs) and their associated key 
performance indicators (kpis).

for other employees, an annual bonus, determined against individual performance, is paid in cash once approved.

Long-term 
incentives (LTi)

Variable the ltis comprise different elements:

•	 	The	existing	Growthpoint	Staff	Incentive	Scheme	(GSIS),	available	to	all	employees

•	 	A	deferred	portion	of	the	short-term	incentive	that	is	converted	into	Growthpoint	shares,	vesting	over	a	three	
year period, applicable to executive directors, prescribed officers and executive management

•	 	An	OLTIS	which	has	been	agreed	in	principle	and	which	will	be	applicable	to	executive	directors	and	prescribed	
officers. the details of the scheme, which would be based on achievement of economic profit or value creation 
above a certain hurdle, still need to be finalised and approved and had not yet been implemented at  
30 June 2013.
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key operational Matters

general staff remuneration 
philosophy and strategy
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 
four months’ salary.

the gSiS provides for all growthpoint’s staff 
to become shareholders in the company, 
thereby engendering and fostering a culture 
and mindset of ownership in all staff and 
supporting one of growthpoint’s core 
values of being “owners and managers” 
of our property portfolio. Continued 
participation in the scheme is subject to 
employees maintaining a satisfactory 
performance and disciplinary record.

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

Since the growthpoint management 
“buy-in” transaction was finalised in 

2007, a conscious and concerted effort 
has been made to uplift and improve 
the employment offering, especially 
remuneration at the lowest levels of all staff 
in the growthpoint group and this is further 
elaborated in the our Employees section of 
the integrated Annual review.

Executive directors, prescribed    
IAR
22

officers and management  
remuneration philosophy  
and strategy

the company’s remuneration strategy for 
executive directors, prescribed officers and 
management is to attract and retain high-
calibre individuals and to incentivise them 
to develop and implement the company’s 
business strategy in order to optimise 
long-term shareholder value creation. the 
strategy conforms to king iii and is based on 
the following principles:

•	 	Attract	qualified	skilled	executive	
directors and management with 
experience and good leadership/
succession potential in the market place 
(attraction), based on a market related 
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) of specifically the deferred 
component of the short-term incentive 

•	 		Through	the	proposed	OLTIS,	retain	
executive directors and senior 
management over the longer-term 
(long-term retention), whilst linking 
the award of the oltiS to performance 
targets and value creation for 
shareholders (performance).

Package design
growthpoint aims to reward executive 
directors and management with 
performance-based variable pay that has 
both a short-term cash component and a 
deferred remuneration component. the 
variable pay will, depending on the role, 
function and responsibility of the executive 
director, prescribed officer or manager, 
constitute between 40% and 60% of 
the total remuneration of that executive 
director, prescribed officer or manager.

the average mix between fixed and variable 
remuneration for executive directors and 
prescribed officers is currently as follows: 

Guaranteed pay
gCtC is set to be competitive and in 
general is on average set at the median of 
the comparator group. gCtC is subject to 
annual review, with company performance, 
affordability, individual performance, 
changes in responsibilities, taken into 
consideration when determining the size of 
any increases.

Benefits
Structured into the gCtC is a contribution 
to one of two defined contribution 
retirement benefit funds and one of two 
medical aid plans that the company 
subscribes to. in addition, but excluded 
from the gCtC, are benefits in terms of a 
corporate personal accident, dread diseases 
and hospitalisation gap cover policy, for 
which employees incur no cost but are 
subject to fringe benefits tax in terms of 
current legislation.

Short-term incentive
the annual short-term incentive is paid 
in cash once approved for all eligible staff 
except for executive management, for 
whom this is partly deferred into shares. 
for executive management between 50% 
and 70% would be paid in cash and 30% 
to 50% would be converted into shares 
vesting over three years. the plan is neither 
contractual nor pensionable. However the 
cash incentive may be made pensionable at 
the employee’s election. 

Details of the key performance Areas (kpAs) 
for the 2013 financial year are disclosed in 
part 2 of this report. the specific targets and 
relative weightings of each measure and/or 
key performance indicator (kpi) within the 
kpAs are in the process of being finalised. 
performance achievement against these 
kpAs and kpis will also be benchmarked 
against a peer group of companies in the 

 guaranteed pay 45%      Sti 31%       lti 24%

mix of fixeD aND vaRiaBLe 
RemuNeRaTioN
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property sector, namely redefine, Capital, 
Acucap, fountainhead, Emira, resilient, 
Hyprop, Sycom and SA Corporate. in 
exceptional cases, the committee has the 
discretion to make ex gratia payments, 
where considerable value has been added to 
shareholders.

long-term incentives

Deferred portion of the short-term incentive
the longer-term retention element of the 
bonus is deferred into shares that vest over 
a three year period. the deferred element 
of the bonus comprises 30% to 50% of 
the overall annual short-term incentive 
percentage.

Growthpoint Staff Incentive Scheme (GSIS)
the gSiS is extended to the executive 
directors, prescribed officers, management 
and all other employees. this scheme is 
a traditional option scheme, in terms of 
which eligible staff are awarded nil-cost 
options of growthpoint shares which vest 
over five years. the vesting profile allows 
for 0% of the shares to vest after year 1 
and 25% in each successive year after the 
second year to the fifth year of vesting. the 
quantum of shares awarded to each eligible 
employee is based on a target multiple of 
their respective annual gCtC, based on 
market benchmarks, which can be increased 
by approval of the committee for critical 
skills and individual retention. 

Proposed Outperformance Long-Term 
Incentive Scheme (OLTIS)
An oltiS has been agreed in principle 
which will be applicable to executive 
directors, prescribed officers and certain 
executive management. the details of the 
scheme, which would in part be based on 
achievement of economic profit or value 
creation above a certain hurdle, have yet to 
be finalised. the scheme will probably be a 
restricted participation type scheme with a 
longer vesting period than the gSiS in order 
to retain participants over the longer-term, 
whilst linking the award of the oltiS to 
predetermined performance targets and 
value creation for shareholders.

Executive directors’  
service contracts
During the year ending 30 June 2013, 
growthpoint finalised the framework 
for and concluded new service contracts 
with the CEo and Executive Director. 
the financial Director, having only joined 
growthpoint in february 2013, is on a 
standard employment contract with a six 
month reciprocal notice of termination 
provision.

the service contracts concluded, in terms 
of key considerations, provide for the 
following:

•	 	An	indefinite	period	of	service,	subject	
to the normal retirement age of the 
company, with a six month reciprocal 
notice of termination provision

•	 	The	termination	provisions	provide	for	
paid “garden leave” for the executives at 
the company’s election

•	 	In	addition	to	“garden	leave”	there	
are also restraints, in relation to the 
company’s clients, staff and corporate 
opportunities

•	 	KPAs	and	KPIs	have	been	identified	in	
the contracts, and the executives are 
currently being measured against them

•	 	The	KPAs	and	KPIs	provide	the	
performance measures that will be used 
as determinants for Sti and lti awards 
and are already a consideration for the 
Sti awards and deferred Sti awards (that 
form part of the broader lti awards)

•	 	An	OLTIS	is	provided	for	in	principle	with	
the details to be finalised

•	 	The	basis	for	remuneration,	aligned	
to the approach in the remuneration 
report, is articulated for each executive. 

Non-executive directors
the following principles apply to the 
remuneration of non-executive directors:

•	 	Non-executive	directors’	fees	are	
reviewed annually and proposed at 
annual general meetings for approval 

•	 	The	remuneration	of	non-executive	
directors is targeted at the median 
of the comparator group, using the 
same comparator group which is used 
to benchmark executive directors’ 
remuneration 

•	 	The	fees	will	comprise	an	annual	retainer	
component and an attendance fee for 
scheduled meetings, as tabulated in  
part 2 of this report 

•	 	Attendance	at	meetings	of	any	ad-hoc	
sub-committee, established for special 
purposes, shall be remunerated on 
the basis applicable to the established 
sub-committees. it is expected that 
non-executive directors will attend at 
least two ad-hoc meetings without 
being paid with payments for the 
ad-hoc committee meetings to be 
determined on a case by case basis by 
the remuneration Committee

•	 	In	addition,	non-executive	directors	are	
compensated for travel and subsistence 
on official business where necessary and 
to attend meetings 

•	 	Attendance	at	board	strategy	sessions,	
whether spanning one or more days, 
shall be treated as a single board 
meeting for purposes of attendance fees.

Non-executive directors do not participate 
in the company’s annual bonus plan or in 
any of its long-term incentive plans.

None of the non-executive directors 
has a contract of employment with the 
company. their appointments are made in 
terms of the company’s Memorandum of 
incorporation and are confirmed at the first 
annual general meeting of shareholders 
following their appointment, and thereafter 
at three-yearly intervals when they retire 
by rotation in terms of the Memorandum of 
incorporation.

External appointments
Executive directors are not permitted 
to hold external directorships or offices 
outside of the group, without the approval 
of the board. if such approval is granted, the 
executive directors may retain such earnings 
in their individual capacities.

pArt 2: DiSCloSUrE of tHE 
iMplEMENtAtioN
of tHE poliCiES for tHE 
fiNANCiAl yEAr

guaranteed pay

in determining the gCtC increases for 
executive directors, the committee 
considered relevant comparator group 
market data. the comparator companies 
were selected in 2012 and continue to 
be: African bank, Capitec, Discovery, 
liberty, Nedbank, rand Merchant 
insurance, redefine, Sanlam and Santam. 
benchmarks were selected based on a 
number of factors, including, but not 
limited to, company size and complexity of 
comparable listed companies by reference 
to market capitalisation, turnover, 
profitability, number of employees and 
sector. the comparator group will be 
reconsidered for the purposes of any 
increases in respect of the financial year 
ending 30 June 2015. in certain cases, 
market data from 21st Century and pECS 
was used, specifically in the non-core 
functions of the executive management 
team.

Short-term incentive outcome

in determining the Sti outcome, 
the following kpAs were taken into 
consideration:
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•	 	Total	shareholder	returns	(rolling	
five-year weighted average)

•	 	Return	on	equity	(rolling	five-year	
weighted average)

•	 	Distribution	growth	per	share

•	 	Financial	management	(e.g.	loan	to	
value ratios and debt expiry profile)

•	 	Operational	metrics	(e.g.	property	cost	
to income and operating expense ratio)

•	 	Qualitative	factors	(e.g.	compliance,	
development of people, culture and 
values).

though specific targets and relative 
weightings of each measure and/or key 
performance indicator (kpi) within the 
kpAs had not been finalised, these were the 
kpAs which were taken into consideration 
in determining the Sti. performance 
achievement against these kpAs and kpis 
will in future also be benchmarked against 
a peer group of companies in the property 
sector, namely redefine, Capital, Acucap, 
fountainhead, Emira, resilient, Hyprop, 
Sycom and SA Corporate.

the disclosures regarding Sti payments 
made in the AfS were paid in September 
2012 and relate to performance  
achieved for the year ending  
30 June 2012.                                   

 AFS
52

it is the intention to change the disclosure 
of Sti next year so that the Sti expense 
in a given year will relate to the financial 
performance achieved in that year, and not 
as it relates to the prior year as is currently 
the case.

long-term incentives granted in  
the current year

pending the finalisation of the new oltiS, 
no gSiS awards were made in the 2013 
financial year to executive directors and 
prescribed officers. the awards disclosed 
for executive directors in the AfS under 
2013 options refer to the deferred portion 
of the Sti award which was introduced in 
2012.   AFS

11

Disclosure of the value of long-term 
incentives earned

in line with international best practice, the 
methodology for disclosure of long-term 
incentives earned in the year has changed. 
the value attributable to long-term 
incentives that vested in the fy2013 in 
terms of the gSiS is disclosed in the AfS. 
During the September 2012 vesting period 
(1 September 2012 to 30 November 2012) 
executive directors and prescribed officers 
were subject to a closed period and could 
not exercise their vested options.

Executive directors’ and prescribed 
officers’ remuneration 

AFS
52

Share awards schedule for  
executive directors 

AFS
11

Chairman Deputy Chairman Director/Committee member

for financial year ended:
2014

R
2013

R
2014

R
2013

R
2014

R
2013

R

Basic annual fee 965 000 900 000 115 000 106 500 46 000 42 500

fees per meeting attended

board 162 000 150 000 78 000 72 000 52 000 48 000

Audit Committee 48 500 45 000 34 500 32 000 

risk Management Committee 43 000 40 000 29 000 27 000

property Committee 43 000 40 000 29 000 27 000

Social, Ethics and transformation 
Committee 37 500 35 000 24 000 22 500

remuneration Committee 43 000 40 000 29 000 27 000

Nomination Committee 37 500 35 000 24 000 22 500

Non-executive director fees for 2013

the fees paid to non-executive directors 
for the year ended 30 June 2013 were paid 
on the basis presented in the tables in the 
AfS, as approved by the Committee and 
by the board, on authority granted by 
shareholders at the annual general    AFS

53
 

meeting held on 13 November 2012. 

the Committee has reviewed the proposed 
increases to non-executive directors’ fees 
for the year ended 30 June 2014, and these 
have been recommended and approved by 
the board, subject to shareholder approval 
at the AgM. the proposed non-executive 
directors’ fees are reflected in the table 
below.

Approval
this remuneration report was 
recommended by the committee for 
approval by the board of Directors of 
growthpoint properties limited on  
27 August 2013.

Signed on behalf of the board of Directors.

hSp mashaba
Remuneration Committee Chairman

Johannesburg
27 August 2013    
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UtilitiES MANAgEMENt

key operational Matters

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 structures, varying 
across different cities and municipalities, continue to challenge 
our accurate billing and recovery of costs. growthpoint recovers 
the cost of electricity consumed from clients, strictly according 
to legislated tariffs. Shifting tariff structures make this task tricky 
because leases don’t always provide for different 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 
critical to improve the quality and accuracy of utilities cost recovery 
and we are installing more of these meters across our portfolio.

the decision by the National Energy regulator of South Africa 
(NErSA) to reduce Eskom’s request for an electricity price increase 
of 16% yearly over the next five years, to 8% a year will provide 
some relief, but even this lower increase is too high.

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 241 bulk check 
meters at various buildings of which 162 are on remote access. 
this roll-out of meters is progressing well and will continue in the 
next financial year. We are still on target with our plan to have all 
buildings on remote access over the next three to five years.

Using less electricity and water

We advanced energy efficiency across our buildings while striving 
to decrease client energy consumption by 10% to 20% across our 
portfolio. 

our efficiency projects achieved an added annual energy saving of 
over 4,5 million kWh of energy and 13 750 kl of water.

Electricity cost savings realised by our clients will drop their total 
cost of occupancy and increase the desirability of growthpoint’s 
properties.

We continue to use water more effectively and use early leak 
detection. to heighten this, and improve building accuracy, 
growthpoint embarked on a pilot programme to install AME water 
metering which, if successful, could be used at all properties.

to ensure future energy security, mitigate our clients’ carbon tax 
risks and meet their growing demand for sustainable space, we are 
exploring alternative clean energy sources like solar, biofuels and 
biomass, wind and gas.

We embarked on a second joint venture partnership with Eskom 
for a 96kWp rooftop solar pV system at our infotech building in 
Hatfield. 

Carbon emission monitoring, measuring  
and disclosure

our drive to increase the quality of utility data improved our carbon 
emission reporting significantly.

We excelled at the Carbon Disclosure project (CDp) 2012 by 
achieving a gold status on the Carbon Disclosure leadership index 
(CDli) with a score of 95%. 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. 

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. in so doing, growthpoint leads the real estate sector in 
South Africa in carbon disclosure and is at the forefront of piloting 
new energy and water efficiency initiatives which could eventually 
benefit everyone in South Africa.

the 4,5 million kWh of energy saving 
will provide power to a 22 000m2  
office building for twelve months.  
the 13 750kl of water saving equates to 
5,5 olympic size swimming pools.
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Strategic intent

DriViNg oUr bUSiNESS

oUr ViSioN AND MiSSioN

ViSioN 

MiSSioN

together with our core values, determine the way we do business and how we 
behave as individuals.

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.

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.

piNEWooD, DUrbAN
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Strategic intent

pillArS of SUStAiNAblE MANAgEMENt

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.

Execution

•	Whistle-blowing hotline

•	No incidents of major non-
compliance with the Code of 
Ethics.

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.

Execution

•	Continued inclusion in the 
JSE Socially responsible 
investment index (Sri)

•	  Application of king iii 
principles

•	  ongoing attention to 
the requirements of the 
Companies Act 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.

Execution

•	 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.

performance

Consistent sustainable 
performance is what we have 
delivered in the past and what 
we aim to deliver in the future. 
this should result in growth 
in distributions and long-term 
capital appreciation for 
shareholders. 

Execution

•	  7.2% growth in distribution 
per linked unit

•	  7.0% average annual growth 
in distributions over the last 
five years

•	  investors received 21.2% total 
return for the year

•	  18.9% compound annual 
growth in the linked unit price 
over the last five years.

groW AND SUStAiN VAlUE 
Ethical conduct, best practice governance, risk management and 
performance are the basis for growthpoint’s ability to grow and 
sustain value.

IAR
123

IAR
116

IAR
128

IAR
48Code of Ethics Corporate governance risk Management

Chief Executive officer’s 
review
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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 2013 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

risks identified not 
deemed as being key

•	 risks identified not 
deemed as being key

Not applicable •	 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

•	 Disposal	of	23	(2012:	
23) non-core properties 
for r869 million (2012: 
r523 million)

•	 Acquisition	of	properties	
for r492 million (2012: 
r575 million) in SA

•	 R0,4	billion	(2012:	
r1,5 billion) additional 
investment in goZ

IAR
94

 

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

•	 R336 million (2012: 
r438 million) spent 
on upgrading, 
refurbishment and 
enhancement of 
properties

IAR
64

  

IAR
73

IAR
82

 

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 

mEDIUm

•	 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
9

 

oUr StrAtEgiC obJECtiVES, 
riSkS, rESpoNSES AND 
ACHiEVEMENtS

oUr StrAtEgiC obJECtiVES, riSkS, rESpoNSES AND ACHiEVEMENtS
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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 2013 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

risks identified not 
deemed as being key

•	 risks identified not 
deemed as being key

Not applicable •	 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

•	 Disposal	of	23	(2012:	
23) non-core properties 
for r869 million (2012: 
r523 million)

•	 Acquisition	of	properties	
for r492 million (2012: 
r575 million) in SA

•	 R0,4	billion	(2012:	
r1,5 billion) additional 
investment in goZ

IAR
94

 

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

•	 R336 million (2012: 
r438 million) spent 
on upgrading, 
refurbishment and 
enhancement of 
properties

IAR
64

  

IAR
73

IAR
82

 

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 

mEDIUm

•	 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
9

 

the top ten risks collectively identified by executive management and 
assessed in terms of their probability, as well as their potential impact on 
growthpoint as a whole have been detailed in the table below.

Each top ten risk has been mapped to the related strategic objective 
on which it could have an impact. the probable effects of the risk, the 
inherent risk assessment, the affected stakeholders, management’s 
strategic response to the risk, key performance indicators and the business 
segment impacted have been noted. in those instances where none of the 
top ten risks could be mapped to an objective, the probable effects of the 
objective not being achieved and the related inherent risk assessment have 
not been completed.
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Strategic intent

objective Key risk identified
probable effects  
of risk identified inherent risk assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2013 achievements find out more

Maximising the letting 
of available space 
to financially sound 
tenants with long leases 
(continued)

Continuing cost inflation 
of administered costs

•	 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

HIGH

•	 investors
•	 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 
annual and budgeted net 
income per property

•	 Retail,	Office	and	
industrial

•	 SA	property	expense	
ratio (excluding the 
V&A) contained at 
24.8% (2012: 24.3%)

IAR
64

IAR
73

 IAR
82

Maintaining a limited 
development programme 
tailored to market risks 
and opportunities

taking too much 
development exposure

•	 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

mEDIUm

•	 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, any 
development or redevelopment of 
property 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

•	 Development	
expenditure of  
r568 million (2012: 
r445 million)

IAR
64

IAR
73

IAR
82

 

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	<55%

•	 An	interest	cover	ratio	of	>2.0x

•	 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	
29.6% (2012: 36.5%) 

•	 Interest	cover	ratio	of	
2.9x (2012: 2.7x)

•	 Ratio	of	secured	
liabilities to fair value 
of investment property 
including equity 
investment in the V&A 
Waterfront of 24.9% 
(2012: 28.7%)

IAR
57

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	 
r2,2 billion (2012: 
r4,2 billion) debt and 
refinancing of new debt 
of r1,5 billion  
(2012: r4,1 billion)

•	 Moody’s	Investor	
Service global rating of 
baa3 (2012: baa3) and 
national rating of A2.za 
(2012: A2.za) maintained

•	 Unutilised	facilities:	R4,2	
billion (2012:  
r4,0 billion)

IAR
56

IAR
57
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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 2013 achievements find out more

Maximising the letting 
of available space 
to financially sound 
tenants with long leases 
(continued)

Continuing cost inflation 
of administered costs

•	 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

HIGH

•	 investors
•	 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 
annual and budgeted net 
income per property

•	 Retail,	Office	and	
industrial

•	 SA	property	expense	
ratio (excluding the 
V&A) contained at 
24.8% (2012: 24.3%)

IAR
64

IAR
73

 IAR
82

Maintaining a limited 
development programme 
tailored to market risks 
and opportunities

taking too much 
development exposure

•	 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

mEDIUm

•	 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, any 
development or redevelopment of 
property 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

•	 Development	
expenditure of  
r568 million (2012: 
r445 million)

IAR
64

IAR
73

IAR
82

 

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	<55%

•	 An	interest	cover	ratio	of	>2.0x

•	 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	
29.6% (2012: 36.5%) 

•	 Interest	cover	ratio	of	
2.9x (2012: 2.7x)

•	 Ratio	of	secured	
liabilities to fair value 
of investment property 
including equity 
investment in the V&A 
Waterfront of 24.9% 
(2012: 28.7%)

IAR
57

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	 
r2,2 billion (2012: 
r4,2 billion) debt and 
refinancing of new debt 
of r1,5 billion  
(2012: r4,1 billion)

•	 Moody’s	Investor	
Service global rating of 
baa3 (2012: baa3) and 
national rating of A2.za 
(2012: A2.za) maintained

•	 Unutilised	facilities:	R4,2	
billion (2012:  
r4,0 billion)

IAR
56

IAR
57
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Strategic intent

objective Key risk identified
probable effects  
of risk identified inherent risk assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2013 achievements find out more

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 rSA policy to 
maintain a minimum rolling 12-month 
fixed to floating ratio on its debt of 
75%

•	 RSA	Fixed	to	floating	
debt	ratio	>75%

Company •	 At	the	year-end,	90%	
(2012: 87%) of debt 
was at fixed interest 
rates. this was largely 
achieved by utilising 
interest swap contracts

IAR
57

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

top executives not having 
capacity to manage 
strategically

•	 Cannot	readily	react	to	
opportunities that arise 
in the market place

•	 Loss	of	credibility	by	
external stakeholders HIGH

•	 investors
•	 providers of finance

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

•	 Human	Resources

•	 Lease	expiry	profile

•	 Letting	activity

•	 Investment	activity

•	 Development	activity

•	 Retail,	Office	and	
industrial

•	 Support	Services

•	 Renewal	of	70.4%	(2012:	
75.2%) of SA (excluding 
V&A Waterfront) leases 
that expired

•	 7.2%	increase	in	
distribution for fy2013 
(2012: 6.1%)

IAR
65

  

IAR
73

IAR
83

  

IAR
52

keeping the Executive 
team together

•	 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

mEDIUm

•	 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

•	 Retention	of	executive	
directors, senior 
management and 
personnel

•	 Retail,	Office	and	
industrial

•	 Support	Services

•	 Stable	workforce	with	
resignations (including 
retirements) of only 
9.2% (2012: 9.2%) of 
employees

•	 Benchmark	of	executive	
and non-executive 
remuneration 
undertaken

IAR
22

 

IAR
27

inadequate succession 
planning and 
implementation 
programme

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

•	 Loss	of	credibility	by	
external stakeholders

mEDIUm

•	 Employees
•	 tenants
•	 Suppliers
•	 investors

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

•	 Financial	results

•	 Arrears

•	 Vacancies

•	 Unsigned	leases

•	 Monthly	leases

•	 Letting	activity

•	 Retail,	Office	and	
industrial

•	 Support	Services

•	 Stable	workforce	with	
resignations (including 
retirements) of only 
9.2% (2012: 9,2%) of 
employees

IAR
22

 

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

HIGH

•	 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 fy2013

IAR
48
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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 2013 achievements find out more

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 rSA policy to 
maintain a minimum rolling 12-month 
fixed to floating ratio on its debt of 
75%

•	 RSA	Fixed	to	floating	
debt	ratio	>75%

Company •	 At	the	year-end,	90%	
(2012: 87%) of debt 
was at fixed interest 
rates. this was largely 
achieved by utilising 
interest swap contracts

IAR
57

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

top executives not having 
capacity to manage 
strategically

•	 Cannot	readily	react	to	
opportunities that arise 
in the market place

•	 Loss	of	credibility	by	
external stakeholders HIGH

•	 investors
•	 providers of finance

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

•	 Human	Resources

•	 Lease	expiry	profile

•	 Letting	activity

•	 Investment	activity

•	 Development	activity

•	 Retail,	Office	and	
industrial

•	 Support	Services

•	 Renewal	of	70.4%	(2012:	
75.2%) of SA (excluding 
V&A Waterfront) leases 
that expired

•	 7.2%	increase	in	
distribution for fy2013 
(2012: 6.1%)

IAR
65

  

IAR
73

IAR
83

  

IAR
52

keeping the Executive 
team together

•	 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

mEDIUm

•	 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

•	 Retention	of	executive	
directors, senior 
management and 
personnel

•	 Retail,	Office	and	
industrial

•	 Support	Services

•	 Stable	workforce	with	
resignations (including 
retirements) of only 
9.2% (2012: 9.2%) of 
employees

•	 Benchmark	of	executive	
and non-executive 
remuneration 
undertaken

IAR
22

 

IAR
27

inadequate succession 
planning and 
implementation 
programme

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

•	 Loss	of	credibility	by	
external stakeholders

mEDIUm

•	 Employees
•	 tenants
•	 Suppliers
•	 investors

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

•	 Financial	results

•	 Arrears

•	 Vacancies

•	 Unsigned	leases

•	 Monthly	leases

•	 Letting	activity

•	 Retail,	Office	and	
industrial

•	 Support	Services

•	 Stable	workforce	with	
resignations (including 
retirements) of only 
9.2% (2012: 9,2%) of 
employees

IAR
22

 

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

HIGH

•	 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 fy2013

IAR
48
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Strategic intent

objective Key risk identified
probable effects  
of risk identified inherent risk assessment Stakeholder Strategic response to risk

Key performance 
indicator

Business segment 
impacted 2013 achievements find out more

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

failing and deteriorating 
municipalities 

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

•	 the incurring of 
additional expenditure to 
retain tenants

mEDIUm

•	 tenants the Executive Committee meet 
monthly to discuss operational 
performance and any related matters 
of concern

•	 Financial	results
•	 Arrears
•	 Vacancies
•	 Unsigned	leases
•	 Monthly	leases
•	 Letting	activity

•	 Retail,	Office	and	
industrial

•	 Support	Services

renewal of 70.4% (2012: 
75.2%) of SA (excluding 
V&A Waterfront) leases 
that expired

IAR
65

  

IAR
73

IAR
83

 

New legislation increasing 
cost of compliance

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

mEDIUm

•	government and 
regulatory bodies

New and/or revised legislation is 
brought to the attention of the risk 
Management Committee for its 
consideration

•	 fines or penalties levied 
by regulatory bodies

Company •	No fines or penalties 
levied by regulatory 
bodies during the 
fy2013 period (fy2012: 
Nil)

Major it or system failure •	 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 

HIGH

•	 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; and 

•	 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, 
bi-annually and annually and stored at 
an off-site location
A Steering Committee comprising 
representatives from operations and 
support services was established 
to oversee the sourcing and 
implementation of the new property 
and financial management system

•	 Results	of	disaster	
recovery testing

•	 Success	rate	of	back-ups
•	 Project	scorecard

•	 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 and 
financial crisis prevails

•	 breaching of loan 
covenants

•	 inability to roll over or 
refinance debt

•	 inability to refinance to 
the extent required

•	 increased cost of new 
funding

•	 forgoing of acquisition 
opportunities

•	 reduction in growth 
in income available for 
distribution

mEDIUm

•	 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	 
r2,2 billion (2012: 
r4,2 billion) debt and 
refinancing of new debt 
of r1,5 billion (2012: 
r4,1 billion)

•	 Moody’s	Investor	
Service global rating of 
baa3 (2012: baa3) and 
national rating of A2.za 
(2012: A2.za) maintained

•	 Unutilised	facilities:	 
r4,2 billion (2012:  
r4,0 billion)

IAR
56

 

IAR
57
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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 2013 achievements find out more

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

failing and deteriorating 
municipalities 

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

•	 the incurring of 
additional expenditure to 
retain tenants

mEDIUm

•	 tenants the Executive Committee meet 
monthly to discuss operational 
performance and any related matters 
of concern

•	 Financial	results
•	 Arrears
•	 Vacancies
•	 Unsigned	leases
•	 Monthly	leases
•	 Letting	activity

•	 Retail,	Office	and	
industrial

•	 Support	Services

renewal of 70.4% (2012: 
75.2%) of SA (excluding 
V&A Waterfront) leases 
that expired

IAR
65

  

IAR
73

IAR
83

 

New legislation increasing 
cost of compliance

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

mEDIUm

•	government and 
regulatory bodies

New and/or revised legislation is 
brought to the attention of the risk 
Management Committee for its 
consideration

•	 fines or penalties levied 
by regulatory bodies

Company •	No fines or penalties 
levied by regulatory 
bodies during the 
fy2013 period (fy2012: 
Nil)

Major it or system failure •	 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 

HIGH

•	 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; and 

•	 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, 
bi-annually and annually and stored at 
an off-site location
A Steering Committee comprising 
representatives from operations and 
support services was established 
to oversee the sourcing and 
implementation of the new property 
and financial management system

•	 Results	of	disaster	
recovery testing

•	 Success	rate	of	back-ups
•	 Project	scorecard

•	 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 and 
financial crisis prevails

•	 breaching of loan 
covenants

•	 inability to roll over or 
refinance debt

•	 inability to refinance to 
the extent required

•	 increased cost of new 
funding

•	 forgoing of acquisition 
opportunities

•	 reduction in growth 
in income available for 
distribution

mEDIUm

•	 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	 
r2,2 billion (2012: 
r4,2 billion) debt and 
refinancing of new debt 
of r1,5 billion (2012: 
r4,1 billion)

•	 Moody’s	Investor	
Service global rating of 
baa3 (2012: baa3) and 
national rating of A2.za 
(2012: A2.za) maintained

•	 Unutilised	facilities:	 
r4,2 billion (2012:  
r4,0 billion)
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CHAirMAN’S StAtEMENt

CHAirMAN’S 
StAtEMENt
long-term sustainability is a business 
imperative for growthpoint.

Jf Marais – Chairman 

operating environment

price volatility in the listed property sector increased during the year caused by external 
factors. 

Uncertainty around withdrawing stimulus by the US federal reserve was the main reason 
for this from mid-May 2013. before this, listed property companies throughout the world 
had benefited from an environment of low official interest rates and negative real yields 
on sovereign bonds. this reduced the cost of capital for listed property companies, and 
increased valuations due to a lowering of the discount rate applied to the predictable cash 
flows they generate.

introducing real Estate investment trust (rEit) legislation in South Africa provided a 
further boost for share prices. it clarified the tax status of South Africa’s property loan stock 
companies and introduced a framework familiar to offshore investors. rEits are the accepted 
standard for publicly traded real estate throughout the world and offer investors the benefits 
of commercial property investment in a tax advantaged structure. 

in addition to growthpoint, several South African companies and funds have applied for 
and have been granted rEit status by the JSE. As a result, larger companies in South Africa 
are now included in global rEit indices tracked or used as benchmarks by many global rEit 
investors. As South Africa’s largest rEit, growthpoint is foremost among them.

Having registered impressive price gains in the second half of 2012 and the first four months 
of 2013, this trend reversed in May 2013. listed property prices throughout the world fell 
sharply in response to US federal reserve Chairman, ben bernanke’s comments that the fed 
might taper its bond purchase programme during 2013 and possibly remove it altogether in 
2014. global bond yields soared and interest rate sensitive sectors like listed property were 
negatively impacted.

South African bond yields moved up more than 100 basis points and the SA listed property 
(SApy) index declined more than 18% in just over a month. the sector recovered some of 
the lost ground but closed the financial year well off its May highs.

Notwithstanding that the sector has suffered significant price volatility, the income streams 
remain intact and are likely to grow in excess of inflation over the medium term, despite 
the current economic headwinds. this growth bears testimony to the fundamental changes 
that have characterised the evolution of the listed property sector in South Africa. from 
humble beginnings as institutionally sponsored, externally managed property funds, today 
the sector is dominated by internally managed, entrepreneurial property owners, managers, 
developers and redevelopers.
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over the past decade, listed property 
companies in South Africa have created 
significant shareholder value and, with the 
advent of SA rEits, are expected to maintain 
the pace of shareholder value creation in 
the years ahead. South African rEits offer 
investors an attractive initial yield, with the 
prospect of inflation-hedged income and 
capital growth in the long term; all within 
a highly regulated and shareholder friendly 
environment. 

Delivering performance to  
our linked unitholders

growthpoint undertakes to grow 
distributions to unitholders and ensure the 
long-term capital appreciation of our assets. 
i am pleased to report that growthpoint 
delivered on all accounts, notwithstanding 
market volatility and a challenging 
operating environment.

growthpoint achieved its budgets and 
met the strategic objective of growing our 
distribution and the value of our properties. 
We also increased our assets and grew 
our business, all the while upholding 
growth with quality assets and applying 
the necessary discipline to steer clear of 
dilutive deals despite few acquisitive growth 
opportunities, mostly at undesirable yields.

inclusion in various indices

our continued inclusion in the JSE/Actuaries 
All Share top 40 Companies index (AlSi 
40 index) underscored growthpoint’s 
continued position as market leader in 
South Africa and heightens our exposure 
to international investors. further, our 
sustained inclusion in the Morgan Stanley 
Capital international (MSCi) Emerging 
Markets index increases our international 
exposure. 

We’re pleased growthpoint is in the JSE Sri 
(Socially responsible investment) index for 
the fourth consecutive year.

in December 2012, growthpoint properties 
became one of only twelve companies 
included on the JSE 100 Carbon Disclosure 
leadership index (CDli) after boosting 
its Carbon Disclosure project score from 
83% in 2011 to 95% in 2012. growthpoint 
ranked tenth on the JSE Carbon Disclosure 
leadership index for 2012 and scored 

Source: i-Net bridge
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highest for carbon disclosure in the real 
estate sector in South Africa. to be in 
the JSE CDli, which shows a company’s 
transparency and accountability, 
companies must provide publicly available 
responses and achieve a disclosure score 
within the top 10% of companies reporting. 

Matters of importance

besides highlighting our pillars of 
sustainable management – good 
governance, ethical conduct, risk 
management and performance – in this 
report, we again emphasise several key 
focus areas for growthpoint. these 
matters of importance include our 
employees, remuneration philosophy 
and strategy, cost and energy efficiency 
and our environmental commitment. 
We are meticulous in applying the 
highest standards in all these fields. this 
year, we continued our progress and 
accomplishments in each important 
matter. 

Update on rEit legislation

As touched on earlier, the tax and 
legislative frameworks introducing the 
new SA rEit dispensation were finalised 
during the year, bringing South Africa in 
line with international publicly traded 
real estate investments. the JSE granted 
growthpoint rEit status from 1 July 2013. 
After the financial year, from 2 August 
2013, growthpoint introduced its new 
capital structure, converting from complex 
linked units to straightforward ordinary 
shares with no par value which is cleaner, 
simpler and welcomed by our investors. 
growthpoint’s change to ordinary shares 
represents the international best  
practice for a rEit.                           

IAR
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growthpoint advocated for rEits in South 
Africa and growthpoint Executive Director 
Estienne de klerk was central in taking 
the listed property sector through this 
landmark transition in his role as Chairman 
of the rEits sub-committee of the property 
loan Stock Association, now the SA rEit 
Association.

remuneration philosophy  
and strategy

the company proposed the introduction 
of an outperformance long-term incentive, 

which was agreed to in principle and will be 
implemented once the scheme has been 
approved by the remuneration Committee, 
board and shareholders,

refer to the remuneration report in the 
key operational Matters section. 
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prospects

it’s going to be a challenging year ahead, 
but we are well managed and well placed 
to continue delivering growing income 
returns and capital appreciation using our 
proven strategies.

Higher inflation, slower gDp growth, 
labour unrest, weak manufacturing output 
and increased unemployment all signify 
a tough operating environment. this 
means working even harder in the face of 
challenges to achieve at the same level. 
However, property fundamentals remain 
relatively robust despite increasing pressure 
from higher office vacancies, weaker retail 
spending and speculative developments 
coming to market.

Access to liquidity remains good, both 
from bond and bank markets, however the 
cost of debt is increasing. Since mid-May 
2013 there’s been a significant increase in 
longer-term interest rates, which impact 
interest costs. the pressure of rising bond 
yields also makes raising new equity more 
difficult and expensive.

long-term sustainability is a business 
imperative for growthpoint and we have 
management strategies in place for those 
dynamics which affect our performance 
that are within growthpoint’s control. 

We will continue our sound asset 
management strategies to improve the 
value of the portfolio in the long term and 
ensure our properties are well maintained. 
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. 

besides delivering on our strategy, 
our objective for the immediate and 
short term in South Africa is to achieve 
portfolio growth at the best yield. this 
includes growing our South African retail 
sector, where we are underweight. in the 

coming year the continued growth of our 
growthpoint Australia investment is again 
a focus. We will also unlock even more 
value at our V&A Waterfront investment, 
in partnership with the government 
Employees pension fund.

We are confident this should ensure 
the sustainability of growthpoint’s 
performance over the long term.

board changes

patrick Mngconkola was appointed to the 
board as a non-executive director from  
13 November 2012 and we welcomed 
gerald Völkel to the board as financial 
Director from 1 february 2013.

Acknowledgements

Delivering on our promises to investors, 
achieving positive performance, innovating 
and retaining growthpoint’s position 
as a market leader is a big achievement, 
especially in our tricky business 
environment. i thank Norbert Sasse 
and his executive team for this sterling 
performance, as well as every growthpoint 
employee for delivering tremendous results 
in difficult economic conditions. 

this year growthpoint made major strides 
in environmental sustainability, from 
green building to carbon disclosure, and 
received several respected accolades for its 
achievements. A word of appreciation must 
go to the board and team for advancing 
these priorities for growthpoint.

i thank my fellow non-executive directors 
for their valued commitment, skill and 
insight on the Audit, risk, property, Social 
and Ethics and remuneration committees, 
as well as on the board where their sound 
judgement in resolutions is underscored 
by insistence on intellectual honesty and 
integrity.

Jf marais
Chairman

9 September 2013
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greater detail on how we achieved our performance 
and growth is contained 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, our former 
linked unit structure and new ordinary shares, and 
distribution policy.
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CHiEf ExECUtiVE 
offiCEr’S rEViEW
growthpoint again outperformed headline 
indicator benchmarks for the SA listed 
property sector.

Norbert Sasse – Chief Executive officer

our financial performance
growthpoint delivered distribution growth for our investors, outperforming our original 
forecast and delivering on higher performance prospects announced at the half year. our 
7.2% distribution growth per linked unit exceeded the guidance we provided in the prior 
year-end financial results. Since 2003, growthpoint has delivered uninterrupted growth in 
distributions to our linked unitholders.

We also delivered pleasing capital returns for our investors. the growth in the unit price from 
r23,00 to r26,39 at 30 June 2013 gave investors capital growth of 14.7% for the year. our 
distribution of 149,0 cents per linked unit represents an income yield of 6.5%, and a total 
return of 21.2% for the year.

We’re pleased to report this positive performance notwithstanding challenging market 
conditions and a tough operating environment. growthpoint’s distributions are based on 
sustainable rental income. We do not distribute capital profits. 

growthpoint’s linked unit price enjoyed an annual compound growth of 18.9% over the  
last five years. over the same period, distributions per linked unit grew by an average of 
7.0% a year.

All three main areas of our business, being the South African portfolio, goZ and the V&A 
Waterfront contributed to our positive performance.

our South African property portfolio
Contributing 75% or r2 022 million to our total distributable income of r2 728 million, the 
net distributable income from our South African property portfolio increased by 11.1%. this 
performance was driven by a 5.7% increase in property income (7.2% on a like-for-like basis), 
other operating expenses increasing by 36.7% and net finance costs reducing by r71 million 
or 6.2%.

Despite continued difficult market conditions, particularly in the office sector, we delivered 
solid results in several key performance areas. Vacancies remained largely stable across the 
portfolio at 4.4% overall. portfolio arrears decreased to the lowest level in the past five 
years, totalling 5.8% of collectables and down from 6.4% last year. this is a result of quality 
clients and exacting arrears management. We achieved a healthy 8.6% on weighted average 
future escalations on renewals. We also contained the property expense ratio below 25% in 
the face of increasing cost pressures.

As an exception, the South African portfolio reflected a net disposal of assets for fy2013. 
improving the quality of our portfolio, we disposed of non-core properties to the value of 
r869 million whilst acquiring quality properties to the value of only r492 million. 
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based on the available investment property 
Databank (ipD) benchmarks to December 
2012, growthpoint’s South African property 
portfolio outperformed the benchmarks for 
the sector: total return, overall vacancy, all 
sector vacancies and gross rental growth.

in our South African retail sector, vacancies 
remain low at 3.7%. this includes strategic 
vacancies necessary for expanding and 
developing several of our malls. Excluding 
these deliberate vacancies, the portfolio’s 
vacancy level is 2.5%. redevelopment 
vacancies at brooklyn Mall and kolonnade 
are already 100% pre-let. 

Consumer spend in South Africa remains 
under pressure and this is beginning to 
impact turnover levels and trading densities 
at shopping centres across South Africa. 
Despite this, we continue to renew over 
80% of all leases that come up. We’re 
also achieving positive rental increases 
on renewal and good contractual annual 
escalations in leases. international retailer 
interest remains strong at our prime malls, 
but finding suitably sized and located 
premises is challenging.

our portfolio enhancing extensions and 
refurbishments of brooklyn Mall, kolonnade, 
Walmer park and Northgate are on time and 
within budget. 

A shortage of good retail investment 
opportunities with sustainable underlying 
rentals is proving a barrier to growing this 
portfolio in the current market. regardless, 
we’ll continue to maximise our existing 
shopping centres through redevelopment 
and seek quality retail assets and portfolios 
for acquisition. We’ve also geared up to 
partner with developers on new shopping 
centres. 

Weakness persists in the office sector with 
no net new demand. While gDp growth 
is around 2.0%, all major corporates are 
striving to achieve efficiency gains with 
space-saving layouts in smaller offices, 
effectively reducing demand. it is a zero  
sum game. 

fundamentals in this sector are likely 
to remain weak for some time. in a 
cyclical market, this creates worthwhile 
opportunities to acquire good quality, 
well-located office properties with a 
long-term view.

office vacancies increased by 2.0% to 
7.8% largely because of growthpoint’s 
participation in new developments on 
a partly speculative basis. this remains 
significantly below the national office 
vacancy rate of 11%. While achieving 
progress in leasing these developments, 
the market has weakened since our initial 
commitments, and some developments are 
proving slow to let. We are confident they 
will benefit from increased letting success 
during the coming year.

Arrears in the office sector are at all-time 
low levels of 2.9%, which is excellent for a 
portfolio of this size and shows the quality 
of its client base and debtors book.

growthpoint’s office sector made excellent 
progress in green building and energy 
savings, receiving prestigious awards for 
both during the year. 

in our industrial sector, vacancies remain 
low at 3.0% and demand is good, especially 
in the logistics and warehousing space. it 
delivered sound performance, considering the 
economic environment, negative sentiment 
and declining manufacturing output. 

industrial property acquisition opportunities 
are expensive and limited, while 
developments and redevelopments are 
yield enhancing. to this end, we continue 
to mine our portfolio for redevelopment 
opportunities, pick up strategic positions 
with excellent development potential and 
secure selective acquisitions where there’s 
good value.

our industrial sector was again 
acknowledged for its quality development, 
winning the SApoA innovative Excellence 
Award for industrial property Development 
for the second consecutive year. 

More detail on this is available in our South 
African property portfolio’s performance 
overview in this 
report.

V&A Waterfront 
A major contributor to growthpoint’s 
performance, distributions from 
growthpoint’s 50% stake in the V&A 
Waterfront grew by 6.5% and contributed 
11.4% to total distributable income. 

this South African landmark delivered 
positive performance across its mixed uses. 

retail space at the V&A Waterfront is fully 
let and achieved strong sales growth of over 
16% year-on-year. it continues to attract 
leading local and international retailers to 
its strong trading environment. industrial 
and fishery properties are also totally 
occupied. room occupancies in its hotel 
portfolio are showing year-on-year growth, 
despite coming off a low base.

As a significant investment for growthpoint, 
unique for its land bulk, we continually 
seek ways to realise further performance 
by converting non-income producing 
portions of the V&A Waterfront into income 
producing assets. With overall vacancy 
levels decreasing even further to 0.6% at 
year end, there is certainly opportunity to 
bring more space to market, especially in 
the retail, residential and office sectors. 
there are 14 approved development and 
redevelopment projects underway, with  
r1 billion invested, or to be invested at the 
V&A Waterfront.

the Allan gray head office development 
is now effectively complete and office 
vacancy levels are below 2.5%. With high 
demand for commercial assets and interest 
from both local and international blue chip 
tenants, providing more access to good 
quality office accommodation is in the 
pipeline. 

We’ve also identified appetite and scope 
for more, and a greater mix of, residential 
accommodation. Strategically advancing 
office and residential space also supports 
the retail and hospitality components of the 
V&A Waterfront.

like-for-like distribution growth from 
the V&A Waterfront should increase by 
between 6% and 7% in the coming year. 
However, some development projects are 
likely to dilute the overall yield.

please see our detailed report  
covering the V&A Waterfront.

growthpoint properties 
Australia (goZ)

goZ delivered strong investment 
performance for growthpoint, with a 35.2% 
return on investment for the year. growing 
distributions from goZ were heightened 
by exchange rates moving in growthpoint’s 
favour. 
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leaseholders in the portfolio by untying precious operating capital 
and bank lines for them.

growthpoint also embarked on an exclusive five-year partnership 
with Dimension Data, in the first project of its kind and scale by a 
local property company, to create market leading smart buildings 
that support business productivity.

We continue to drive the development of our custom software 
system for growthpoint’s property and financial management, but 
delayed its implementation to ensure it meets all organisational 
objectives for reporting, and to secure a seamless transition. We 
anticipate moving to the new system after the end of the 2014 
financial year. 

further information on our operations highlights can  
be found in the key operational Matters and Sectoral  
reviews of this report.                                                          
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funding and borrowings
growthpoint optimises performance with effective financial 
structures. We continue to enjoy significant access to capital in the 
form of both debt and equity funding. 

During the year, growthpoint successfully raised r4 billion in capital 
– r1,5 billion through two Distribution re-investment plan issues 
and r2,5 billion through the oversubscribed placement of new 
linked units. As a direct result, the company’s loan-to-value ratio, 
excluding goZ, reduced substantially from 33.9% to 23.9%.

growthpoint enjoys good diversity in borrowing sources including 
both bank and bond markets, with the bond market now being the 
cheaper choice. Strategically we aim to tap the debt capital markets 
further and increase our exposure to unsecured funding.

Access to bond market funding remains a challenge for goZ 
however, with its higher loan-to-value ratio. We will seek to lower 
it from 46.6%, closer to 40%, over the next two years. However 
access to bank funding improved markedly with long-term funding 
and lower margins achieved. Equity funding was also impacted 
by higher global bond yields resulting in listed property prices on 
the JSE falling by around 25% with a more muted sell off of listed 
property shares in Australia.

the financial Director’s review and our Annual  
financial Statements provide more detailed  
information with regard to funding and borrowings.     
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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

Although this year was a relatively quiet one on the acquisition  
and investment front, with more properties by value being sold 
(r869 million) than being acquired (r492 million), we remain 

CHiEf ExECUtiVE offiCEr’S rEViEW CoNtiNUED
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Distributions from growthpoint’s strategic holding of 65.8% in 
goZ grew 10.2% in ZAr on a like-for-like basis, making a strong 
14.4% contribution to its overall distributable income.

During the year growthpoint invested a further r380,2 million in 
goZ by following its Distribution re-investment plan, growing its 
total investment to r3,4 billion. growthpoint’s holding in goZ had 
a market value of r5,7 billion at 30 June 2013.

growing its portfolio, goZ completed property acquisitions of 
AUD83,0 million during the year and spent AUD75,4 million in 
development capital. it has already announced a further  
AUD60,2 million in acquisitions for the coming year. this will grow 
goZ’s portfolio to 47 properties valued at AUD1,8 billion (about 
r16,0 billion). growing in liquidity, goZ’s market capitalisation is 
now just a whisker below AUD1,0 billion.

the economic outlook for Australia with inflation of 2.4% and 
unemployment of 5.7% appears under control. projected gDp 
growth of about 2.5% is, however, below the long-term trend, 
impacted by weak consumer demand and the residential property 
market which has not yet recovered. 

growthpoint will continue to support goZ’s growth. property 
fundamentals remain solid, especially in the industrial sector, with 
the retail and office sector showing some weakness. the market 
offers relatively high yields of 7.0% to 8.0% on good quality 
investment property, with industrial property offering the best 
value and retail being uneconomical.

goZ’s distribution guidance of AUD19 cents per stapled security for 
2014 represents an 8.1% distribution yield on AUD2,35, its closing 
price on 22 August 2013.

A full review of the strategic and operational performance  
of goZ is in the Sectoral reviews.                                               
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operations
our strategic focus on tenant relationships and our drive to provide 
a better and more efficient service made excellent progress during 
the year. growthpoint continued to innovate and find new ways to 
provide space to thrive for our clients’ businesses. We introduced 
the groundbreaking UNdeposit which removes hefty property 
deposits using proven creditworthiness instead. it’s designed 
to help improve the financial well-being of many of the smaller 

growthpoint will continue 
to innovate to support and 
advance South African business 
and the sustainability of our 
own performance. We value our 
relationships with all our stakeholders 
and will continue our drive to provide 
superior service on all levels, and 
equip our people to deliver excellent 
service.
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on the look out for good quality investment opportunities that 
could improve the overall quality and sectoral diversification of 
our portfolio. in addition, we remain committed to growing our 
development capabilities by developing new investment properties, 
either on our own, or in partnership with established and reputable 
private development companies.

Sustainability
As a property investment company, growthpoint 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	our	investment	portfolio	through	acquisition	or	
development of quality, well-located properties

•	 	continually	investing	in	and	maintaining	and	upgrading	the	
portfolio

•	 	optimising	the	sectoral	and	geographic	diversity	of	the	
portfolio

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

growthpoint was included in the JSE’s Sri index for the fourth 
consecutive year in fy2013. qualification for the index is based on 
environmental, economic and social sustainability practices and 
corporate governance of a listed company.

We also became one of only twelve companies included in the JSE 
100 Carbon Disclosure leadership index (CDli) when we increased 
our Carbon Disclosure project score from 83% in 2011 to 95% in 
2012. We’re pleased to report that growthpoint continues to lead 
carbon disclosure for the real estate sector in South Africa. 

growthpoint was awarded a Nedbank Capital Sustainable business 
Award in 2013, as well as the SApoA innovative Excellence Award 
for green building.

our careful approach to environmental 
responsibility considers where we 
can make the most impact. Helping 
our large client base reduce their 
utilities consumption, like electricity 
and water, and thereby making their 
businesses more profitable, is a business 
imperative for us. We monitor electricity 
consumption to help clients reduce costs 
and have achieved energy savings of  
over 4,5 million kWh and 13 750kl of 
water a year.

our ability to attract and retain the best people underscores the 
sustainability of our business. this is a matter of importance  
and our strategies in this regard are set out in our  
remuneration philosophy and strategy.                                         

IAR
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business prospects and sustainability in South Africa depend 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 we’ve seen a 17.5% 
year-on-year revenue growth from businesses on our programme. 

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 for the second year in a row.

Conclusion
the year to June 2013 was pleasing for growthpoint’s distribution 
growth and linked unit price performance. 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 will continue to innovate to support and advance 
South African business and the sustainability of our own 
performance. We value our relationships with all our stakeholders 
and will continue our drive to provide superior service on all levels, 
and equip our people to deliver excellent service.

positive distribution growth for fy2014 is expected to be in line with 
that achieved this year, driven by continued strong contribution 
from all areas of the business. the forecast has not been subject to 
review by the company’s independent external auditor.

LN Sasse
Chief Executive Officer

9 September 2013

IAR
29
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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 65.8% 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 distributed to unitholders bi-annually.

growthpoint has delivered growth in distribution per 
linked unit for the year ended 30 June 2013 of 7.2%, 
which exceeds the guidance released to the market in the 
prior year-end financial results of 6.1%.

the ongoing challenging economic conditions resulted in the loss of several major tenants in 
the office sector during the year. office vacancies were further impacted by developments 
that were not fully let. this is being addressed through various initiatives including the 
UNdeposit campaign, which to date has received significant traction.

Apart from normal escalations in the rSA property portfolio’s revenue, the increase in 
distributions was further enhanced by the investment in goZ, where a weaker rand against 
the Australian Dollar (AUD) was in growthpoint’s favour, and distributions per unit from 
goZ grew by 10.2% in rand terms on a like-for-like basis. for the year ended 30 June 2013, 
growthpoint entered into foreign exchange contracts to hedge the distributions received at 
an average rate of r8,65:AUD1, compared to r7,82:AUD1 for the year ended 30 June 2012.

A further factor contributing towards performance was the following equity raised:

•	 	R613	million	through	a	Distribution	Re-investment	Plan	(DRIP),	24	522	641	linked	units	
issued at r25,00 per linked unit in September 2012

•	 	R857	million	through	a	DRIP,	33	954	769	linked	units	issued	at	R25,25	per	linked	unit,	in	
March 2013

•	 	R2,5	billion	through	the	issue	of	90	000	000	linked	units	at	R28,00	per	linked	unit,	in	
May 2013.

the equity raised from the Drips was utilised to finance growthpoint’s investing activities. 
the r2,5 billion equity raise will be utilised to fund the capital expenditure and acquisition 
programmes for the fy2014. the cash proceeds were partly utilised to reduce liabilities 
which incorporate drawdown facilities, with the balance of r1,9 billion reflected as cash on 
the balance sheet at 30 June 2013.

fiNANCiAl 
DirECtor’S rEViEW
Successful conversion to real Estate 
investment trust (rEit).

gerald Völkel – financial Director
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SimpLifieD DiSTRiBuTioN iNCome STaTemeNT

GoZ and 
consolidation

 entries

South africa,
including

 v&a
waterfront

Total
Group

total
group

for the year ended 30 June 2013 Note
2013

Rm
2013

Rm
2013

Rm
2012

rm

revenue 1 1 419 4 354 5 773 5 107

property expenses (159) (1 078) (1 237) (1 102)

Net property income 1 260 3 276 4 536 4 005

Asset management costs (43) (109) (152) (108)

other operating expenses (18) (66) (84) (68)

interest received and distributable income from  

V&A Waterfront 6 5 506 511 425

interest paid (510) (1 272) (1 782) (1 677)

profit before taxation 694 2 335 3 029 2 577

taxation 7 (18) (1) (19) (1)

profit before debenture interest 676 2 334 3 010 2 576

Minorities’ share of profit and realised foreign exchange loss (282) – (282) (181)

Debenture interest and dividends (394) (2 334) (2 728) (2 395)

Retained profit – – – –

Number of linked units in issue 1 891 558 328 1 743 080 918

Distribution per linked unit (cents) 149,0 139,0

SimpLifieD BaLaNCe SheeT

at 30 June 2013

aSSeTS

property assets 8 15 063 39 168 54 231 48 106

Equity-accounted investment – V&A Waterfront – 5 444 5 444 4 912

intangible assets 9 – 1 106 1 106 1 172

other non-current assets (3 640) 4 276 636 338

Derivative assets – 4 4 –

long-term loans granted – 624 624 336

investment in goZ (3 645) 3 645 – –

Equipment 5 3 8 2

Current assets 122 2 367 2 489 983

Cash and cash equivalents 85 1 827 1 912 395

other current assets 37 540 577 588

Total assets 11 545 52 361 63 906 55 511

equiTy aND LiaBiLiTieS

linked unitholders’ interest 10 1 342 35 403 36 745 26 384

Non-controlling interest 2 485 – 2 485 2 181

Nominal value of interest-bearing long-term liabilities 11 7 103 12 468 19 571 19 731

long-term employee benefits – 101 101 35

Deferred taxation 12 – 1 006 1 006 2 699

other non-current financial liabilities 11 314 920 1 234 1 658

Current liabilities 13 301 2 463 2 764 2 823

Total equity and liabilities 11 545 52 361 63 906 55 511



54

fiNANCiAl DirECtor’S rEViEW CoNtiNUED

performance review

ReCoNCiLiaTioN BeTweeN STaTuToRy aND SimpLifieD fiNaNCiaL STaTemeNTS foR The yeaR eNDeD 30 JuNe 2013

2013 2012

Notes Rm rm

1 Revenue as stated 5 782 5 290

less: straight-line lease income adjustment (9) (183)

5 773 5 107

2 fair value adjustments as stated (816) (756)

less: fair value adjustments reversed 816 756

– –

3 equity-accounted investment profit/(loss) 326 (38)

less: equity accounted investment profit/(loss) (326) 38

– –

4 Non-cash charges as stated (102) (108)

less: non-cash charges reversed 102 108

– –

5 Capital items as stated (25) (17)

less: capital items reversed 25 17

– –

6 finance income as stated 566 501

less: non-distributable income received from V&A Waterfront (55) (76)

511 425

7 Taxation as stated (460) (298)

Add back: deferred taxation 439 295

Add back: capital gains taxation (Cgt) 2 2

(19) (1)

8 property assets as stated 53 686 47 591

Add back: investment property reclassified as held for sale (included in current assets) 545 515

54 231 48 106

9 intangible assets as stated 1 354 1 447

reversal of additional goodwill raised on deferred taxation liability* (248) (275)

1 106 1 172

10 Linked unitholders’ interest as stated 36 745 28 543

raising of deferred tax liability on revaluation of investment property** – (2 159)

36 745 26 384

11 other non-current financial liabilities as stated 18 805 19 894

Add: reclassification of current financial liabilities 2 000 1 495

less: Nominal value of interest-bearing long-term liabilities (19 571) (19 731)

1 234 1 658

12 Deferred taxation as stated 1 254 815

reversal of additional deferred tax liability on intangible asset (248) (275)

raising of deferred tax liability on fair value of investment property at Cgt rate – 2 159

1 006 2 699

13 Current liabilities as stated 4 764 4 318

less: reclassification of current portion of non-current financial liabilities (2 000) (1 495)

2 764 2 823

*  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 the 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 relates, are amortised over a 15-year period. 

**  Capital profit on the sale of investment property will no longer be subject to Cgt under the new rEit legislation.
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Successful conversion to real Estate  
investment trust (rEit)
on 1 July 2013, growthpoint converted from a property loan Stock 
company (plS) to a rEit, following approval granted by the JSE 
limited. As part of the rEit conversion, growthpoint converted 
the linked unit capital structure to an all-equity capital structure 
in order to align the capital structure with the capital structures of 
international rEits.

investment property comprises land and buildings held to generate 
rental income over the long term. Capital profit on the sale of 
investment property will no longer be subject to capital gains 
taxation under the new rEit legislation. 

South Africa’s new rEit structure has put the listed property 
sector more firmly on the radar of international investors. the 
rEit provides a simple, clear tax structure and is an internationally 
recognisable tax dispensation for investment property companies. 
More than 25 countries in the world use a similar rEit, including the 
US, Australia, france, Hong kong, Japan, Singapore and the Uk. 

growthpoint’s CEo, Norbert Sasse, has been appointed chairman 
of the newly established SA rEit Association. the association is 
a representative umbrella body comprising voluntary members 
from all the listed SA rEit companies and trusts and is modelled 
on National Association of real Estate investment trusts (NArEit) 
in the US and European public real Estate Association (EprA) in 
Europe. the SA rEit Association consolidates and replaces the old 
property loan Stock Association and the Association of property 
Unit trusts.

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 
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 group’s accounting policies as set out in the audited  
financial statements for the year ended 30 June 2012 have  
been consistently applied in the current year.                               

AFS
16

Significant movements in the income statement and balance sheet 
are explained below.

Net property income

the increase in gross property revenue of 13.0% from the prior 
year was largely due to contractual rental escalations and higher 
revenue from goZ (40.4%) resulting from property acquisitions 
made. the ratio of property expenses to revenue for the group has 
remained relatively stable, reducing slightly from 21.6% to 21.4% in 
the current year.

interest received and investment income

the increase in finance income is mainly attributable to the 
antecedent divestiture of distribution of r77,1 million (2012:  
r22,7 million). 

interest paid

interest costs increased by 6.3%, as a result of the funding of 
goZ’s acquisitions. finance costs for the South African operation 
decreased slightly compared to the prior year. Most of the capital 
expenditure was funded by the cash raised through the Drips, as 
well as the capital raising done in May 2013.

property assets

acquisitions: growthpoint South Africa (excluding the V&A 
Waterfront) made acquisitions totalling some r492 million  
(2012: r575 million), whilst developments and capital expenditure 
amounted to r904 million (2012: r883 million). goZ acquired 
three adjoining industrial properties during the year for  
r748 million, and embarked on developments amounting to  
r681 million.

Disposals: growthpoint South Africa disposed of 23 properties 
(2012: 23) in the current year for r869 million (2012: r523 million) 
realising a collective r27 million profit on book value. goZ disposed 
of one building for r688 million.

fair value adjustments: the revaluation of properties resulted 
in an upward revision of r3,8 billion (7.5%) to r54,2 billion for 
investment property (including investment properties reclassified 
as held for sale). this was due to a decrease in the discount rate 
applied to the valuation as a result of a decrease in the risk free 
rate, based on the ten-year long bond rate, a revision of market cap 
rates, as well as increased future contractual rentals.

Equity-accounted investment: V&A Waterfront

the investment in the V&A Waterfront has been accounted for 
separately in terms of iAS 31, Interest in Joint Ventures. the equity 
accounting method was used, whereby the group’s share  
of the profit or loss and other comprehensive income of the  
V&A Waterfront were accounted for. the equity-accounted  
results in profit or loss relate to non-distributable items of  
the V&A Waterfront, of which the upward fair valuation of  
investment property, amounting to r372 million (2012:  
r38 million) was the most significant. the fair value of 
growthpoint’s 50% interest in the V&A Waterfront amounts to  
r5 444 million (2012: r4 912 million).

investment in goZ

goZ offered two Drips during the financial year, both of which 
were followed by growthpoint, resulting in additional investments 
of AUD20,9 million (r179,4 million) and AUD22,0 million  
(r200,8 million) respectively.

the total amount invested at year-end by growthpoint for its 
65.8% interest amounts to r3,4 billion, the market value of which 
was r5,7 billion at 30 June 2013.
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treasury report

this report is applicable to the South African operations.

Capital flows
for the year under review, the following amounts 
were invested in capital activities:

Rm
property developments/capital expenditure/
acquisitions  1 396
investment in goZ 380
long-term loan advanced 273
other 48
investing activities 2 097

these investing activities were firstly funded from disposals for 
r869 million. Secondly, cash of r3 914 million was raised through 
the issue of new linked units, via a capital raise transaction and two 
Distribution re-investment plans. As the capital raise is dedicated 
to fund the capital expenditure and acquisition programmes for 
fy2014, the cash proceeds were partly utilised to reduce liabilities 
which incorporated drawdown facilities. the balance of the 
proceeds were invested on a diversified basis and resulted in the 
high balance of cash and cash equivalents at 30 June 2013.

in December 2012, a five-year bond was issued at 150 basis points 
over three-month JibAr. in addition, the maturity dates of a 
number of bank facilities for an amount of r2 250 million were 
extended by two to three years and one facility of r1 billion was 
extended to December 2018 to spread the debt maturity dates. 
in the interim the proceeds of the capital raise were used to repay 
one issue of commercial paper, without rolling into a new issue and 
r950 million was paid into term loans with an option to drawdown. 
together with unutilised access facilities of r2 150 million, available 
unutilised credit facilities amount to r3,3 billion. these facilities are 
envisaged to be utilised for the capital expenditure and acquisition 

programmes of fy2014. overall, the total nominal value of the 
liabilities reduced by r1 145 million for the period under review.

As the bulk of the drawdown facilities represent unsecured 
funding and as a portion of the commercial paper was settled, 
the percentage of unsecured debt to total funding decreased to 
37.8% from 39.0% at the end of June 2012. Nominal secured debt 
as a percentage of investment properties (including properties 
reclassified as held for sale and V&A) has decreased from 21% at 
June 2012 to 17% at June 2013. in future, growthpoint will have a 
preference for unsecured funding, but will not lose sight of the cost 
of funding.

Cost of funding

in the year under review, growthpoint observed an increase in 
the weighted average margin of its loans. this is mainly due to the 
banks’ increased cost of funding as a result of the introduction of 
basel iii. the weighted average fixed rate on the swap book has 
decreased marginally, due to a subtle re-working of the book and 
benefiting from the lower interest rate environment prevailing for 
a large part of the year. Due to the percentage of fixed interest rate 
exposure to total debt increasing from 83.1% at June 2012 to 87.8% 
at year-end, growthpoint reflects a weighted average interest rate 
of 9.7% on 30 June 2013. in the near future, it is anticipated that 
the deteriorating macro economic picture will put further pressure 
on credit spreads for both bank funding and debt capital market 
issues.

growthpoint holds the view that it will be able to raise funding at 
lower credit spreads in the debt capital market compared to bank 
funding, which dynamic is mainly driven by basel iii. therefore, 
new funding requirements will preferably be sourced from the debt 
capital market, although growthpoint has access to diversified 
sources of funding. growthpoint has indicated its intention of 
obtaining an equal long-term funding mix of debt capital market 
funding and bank funding. 

iNTeReST-BeaRiNG LiaBiLiTieS

2013
Rm

% of 
total debt

2012
rm

% of
total debt

South africa

Secured debt: 7 758 62.2 8 303 61.0

bank debt 6 358 51.0 6 853 50.3

institutional financiers 1 400 11.2 1 450 10.7

Unsecured debt: 4 710 37.8 5 310 39.0

bank debt 1 300 10.5 2 000 14.7

Corporate bonds 3 010 24.1 2 510 18.4

Commercial paper 400 3.2 800 5.9

total South African debt 12 468 100.0 13 613 100.0

australia

Secured debt:

bank debt 7 103* 100.0 6 118* 100.0

Consolidated debt 19 571 19 731

* Includes a cumulative foreign exchange difference of R1,6 billion (2012: R1,1 billion).
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maturity profile

Depending on the implementation speed of the capital expenditure 
and acquisition programmes, growthpoint will either extend the 
maturity date of the bank loans maturing in fy2014 (for which 
approval has been obtained from the banks) or re-finance the 
facilities with term bonds. At year-end growthpoint had sufficient 
surplus cash and committed facilities to redeem these bank loans. 
the weighted average term to maturity of the loans has reduced 
from 4.1 years in June 2012 to 3.5 years in June 2013. 

in various discussions, financial institutions have indicated their 
commitment to growthpoint and growthpoint is confident that it 
will be able to raise sufficient funding for its capital expenditure and 
acquisition programmes from the banking sector and debt capital 
market alike, as well as re-finance funding that matures in fy2015.

iNTeReST-BeaRiNG LiaBiLiTieS

2013 2012

Ratios/covenants limit including GoZ excluding GoZ including goZ Excluding goZ

“loan-to-value” (Nominal debt (net of cash)/

property fair value) ≤ 55% 29.6% 23.9% 36.5% 33.9%

“interest cover” (Net property income/ 

Net interest expense) ≥ 2.0x 2.9x 3.2x 2.7x 2.8x

Credit ratings and covenants

Moody’s confirmed growthpoint’s ratings, with a stable outlook, in 
June 2013:

issuer baa3

Short-term p-3

issuer – National scale rating A2.za

Short-term – National scale rating p-2.za

growthpoint remains well within the covenant ratios included in 
the loan documentation. the most constraining contract limits are 
reflected in the table below:

DeBT maTuRiTy pRofiLe aT 30 JuNe 2013 (exCLuDiNG GoZ)

2013 –
2014

2014 –
2015

2015 –
2016

2016 –
2017

2017 –
2018

2018 –
2019

2019 –
2020

2020 –
2021

2021 –
2022

2022 –
2023

2023 –
2024

 Undrawn facilities 200 900 1 200 – – 1 000 – – – – –

 Corporate bonds – 1 250 1 000 260 500 – – – – – –

 Commercial paper 400 – – – – – – – – – –

 Unsecured loans 800 – – – – 500 – – – – –

 Secured loans 800 1 840 800 1 000 1 415 – – 1 200 – – 703
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3 500

3 000

2 500

2 000

1 500

1 000

500

0

r million
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As a result of the cash proceeds from 
the equity raise, growthpoint’s liabilities 
have been reduced and cash balances are 
elevated. this resulted in a loan-to-value 
ratio of below 30% and an interest cover 
ratio of 2.9x. it is not envisaged that 
these ratios will remain at current levels, 
as growthpoint is targeting a loan-to-
value ratio of just below 40%.

exchange rate risk management

As a result of the investment in goZ, 
growthpoint’s results are subject to 
changes in the AUD/ZAr exchange 
rate. the actual investment is not 
hedged on the balance sheet. However, 
the future distributions from goZ 
are being partially hedged through 
forward exchange rate contracts 
up to four distribution periods in 
advance to achieve less volatility in 
the income statement. in this context, 
growthpoint’s treasury guidelines 
contain a hedging table. it is estimated 
that for the fy2014 distribution from 
goZ, a strengthening of the rand to 
the AUD by r1,00 would decrease 
the group’s expected profit before 
debenture interest by r19,2 million as 
60% of the anticipated distribution is 
hedged. this represents approximately  
1 cent in distribution per share.

interest rate risk management

the interest rate environment in South 
Africa for the year under review was 
extremely volatile, with the difference 
between the lowest and highest rate 
being 2.3% and with swap rates at 
historic lows. growthpoint has taken 
advantage of the low rates by lowering 
the swap rate on average by 85 basis 
points on r1 billion of swaps. one swap 
of r650 million with a fixed interest rate 
of 8.56% was unwound towards the 
end of June 2013. the fixed interest rate 
profile maintained a weighted average 
maturity of 4.9 years.

At June 2013, 87.8% of the interest rate 
exposure on the total liabilities was 
fixed. the book is positioned in such a 
way that should interest rates have a 
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parallel upwards movement of 1%, growthpoint’s interest expense 
will increase by r15,2 million for the year, which represents less 
than 1 cent in distribution per share. in order to reduce the volatility 
in its income statement, growthpoint has a conservative policy 
of maintaining a fixed interest profile on at least 75% of its total 
outstanding debt.

prospects
Should current economic conditions prevail, growth in distribution 
per share for the year to 30 June 2014 is expected to be similar to 
that achieved this year.

the forecast has been based on the company’s budgets for the 
year to 30 June 2014, 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 87.8% of the South African debt 
have been fixed for the next year.

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

G völkel
Financial Director

9 September 2013

fixeD iNTeReST RaTe expiRy pRofiLe aT 30 JuNe 2013 (exCLuDiNG GoZ)

floating 2013 –
2014

2014 –
2015

2015 –
2016

2016 –
2017

2017 –
2018

2018 –
2019

2019 –
2020

2020 –
2021

2021 –
2022

2022 –
2023

2023 –
2024

1 519 1 250 455 514 2 425 2 188 755 500 2 159 – – 703
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Sectoral reviews

rEtAil

Strong underlying fundamentals in the retail 
sector continue to deliver performance.

Market environment
the current market indicators point to a deteriorating consumer environment. the significant 
weakening of the rand is starting to push up inflation, and the headline inflation rate for July 
2013 at 6.3% breached the South African reserve bank’s upper level sooner than expected. 
Moreover, unchecked increases in administered costs, rising petrol prices and increased 
education and medical costs will further erode disposable income. 

remuneration of employees, especially government employees, has been substantially higher 
than Cpi over the past few years. However, the opportunity to grow the government payroll 
with numbers and real wages is becoming increasingly difficult given the current budget 
shortfall. real growth in disposable income has been under pressure since 2011, reaching a 
post-recession low of 2.2% in q1:2013. 

Continuing labour unrest and unrealistic union demands could lead to further job losses, 
worsening the current unemployment rate which swelled to 25.6% at 30 June 2013. 

the South African consumer’s confidence level reflects these difficult conditions. the fNb/bEr 
Consumer Confidence index (CCi) recovered from a nine-year low in q1:2013 to +1 in q2:2013, 
yet this reading remains distinctly below the post-1994 average of +6 index points. 

Consumer confidence is only a sign of the consumer’s willingness to spend. increasing 
disposable income, household savings and access to credit determine a household’s ability to 

ShoppiNG CeNTRe vaLue By Type

  regional shopping centres 
65.8%

  Community shopping centres 
27.3%

  Neighbourhood shopping centres 
5.5%

  retail warehouses 
0.1%

  Speciality centres 
1.2%

  Vacant land 
0.1%

Stephan le roux – Divisional director



rEtAil
the year ahead will be challenging, 
but given the strong underlying 
fundamentals in our retail sector, net 
property income growth is budgeted 
to continue at the same rate as in 
fy2013.

spend. As such, the low household savings levels and the consumers’ 
difficulty in financing their debt complete a picture of a stressed 
consumer.

Household debt as a percentage of disposable income has been 
declining from its all-time high position in 2008, while the number 
of consumers with impaired credit records has risen to 47.5% from 
36.4% in 2006. Higher interest rates charged on short-term and 
unsecured debt has also led to a higher debt-service cost for the 
consumer. the marked decline in unsecured lending growth since 
q3:2012 has further limited the consumer’s ability to spend on credit. 

it isn’t surprising that national retail sales performance is lacklustre, 
showing only an average growth of 2.8% year-on-year, since october 
2012.

on a positive note, the higher-income consumer is in a much better 
position, with personal assets appreciating at a healthy pace over 
the past year. Job security is better for white-collar employees and, 
generally, their personal inflation rate is lower. 

performance
During fy2013, a divergence in trading performance between 
shopping centres within the portfolio emerged. Shopping centres 
servicing the higher-income market outperformed our centres 
catering for the middle- and lower-income market segments. retailer 
turnovers at centres like brooklyn Mall, Walmer park, kolonnade and 
la lucia Mall averaged double-digit growth. However, centres such 
as lakeside Mall, Northgate and Hatfield plaza registered pedestrian 
growth, in line with the retail inflation rate. 

the anomaly in our portfolio was Waterfall Mall in rustenburg 
where the centre showed a decline in turnover growth for the first 
time since opening. While the average trading density remains 
healthy around r3 000 per square metre a month, labour unrest 
and downscaling of mining activities, which impacted on the local 
economy, adversely affected the centre. the opening of a new 
competing centre also led to a substantial loss of market share for the 
centre’s anchor grocery retailer. 
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the average weighted trading density at 
our top 10 shopping centres is r2 600 per 
square metre a month. this confirms the 
portfolio’s healthy rent-to-turnover ratio. 
Continuing increases in administered costs, 
with large increases in assessment rates 
resulting from recent property revaluations, 
will place further pressure on retailer 
occupancy costs and on rental growth.

growthpoint’s retail sector performed in 
line with expectations and portfolio gross 
income was a fractional 0.4% lower than 
budgeted, mainly because of delayed leasing 
of vacancies and unbudgeted vacancies. in 
contrast, turnover rental income exceeded 
budget driven by the strong performance of 
Woolworths in the portfolio. gross expenses 
were as budgeted. the only negative 
variance was a notable increase in the 
provision for bad debts.

As expected, vacancies increased from 3.1% 
at the beginning of the financial year to 
3.7% at 30 June 2013. the vacancy factor 
is now higher than our long-term portfolio 
vacancy levels of around 3%. if vacant 
area for redevelopment is adjusted for, the 
normalised vacancy factor is 2.6% while the 
top 10 portfolio vacancy is below 1%. 

Arrears remain under control. However, 
evidence of stress in the retail environment 

is starting to become obvious and we 
are witnessing a slight deterioration in 
the timely payment of rental. businesses 
operating in the discretionary spend 
segment of the market are registering 
a slowdown in trade and finding it 
difficult to honour rental commitments. 
Consequently, we increased the provision 
for potential bad debts to r8,8 million, or 
48.0%, of total retail arrears. 

the only acquisition in the retail sector 
during the year was the pick n pay regional 
office in port Elizabeth, adjacent to Walmer 
park. We have already demolished the 
buildings and the site is under development 
as part of the extension project to 
accommodate Zara. 

Continuing with our portfolio investment 
strategy, we sold four non-core properties 
for r180 million. We’ve concluded sales 
agreements on a further four properties, 
including our only remaining Namibian 
investment. these should transfer during 
fy2014.

Environmental commitment

Waste management, energy efficiency, 
renewable energy and energy security are 
a focus in our retail sector. During the year 
we furthered various innovative sustainable 
projects at our shopping centres. 

kEy pErforMANCE ArEAS

2013 2012
increase/ 
(decrease)

gross property revenue (r’million) 1 576  1 441 135

property expenses (r’million) (439) (401) 38

Net property income (r’million) 1 137 1 040 97

property expense ratio (%) 27.9 27.8 0.1

Vacancies (%) 3.7 3.1 0.6

Arrears (r’million) 18,2 14,8 3,4

bad debt provision (r’million) 8,8 5,2 3,6

Average gross rental (r per m2/month) 133 122 11

budgeted forward yield (%) 8.3 8.7 (0.4)

Average in-force escalation (%) 7.7 7.7 –

Weighted average lease period (years) 3.1 3.2 (0.1)

Asset value (r’billion) 14,9 13,1 1,8

Number of properties 43 47 (4)

glA (m2) 942 501 975 373 (32 872)

Value (excluding bulk) per m2 (r) 15 810 13 462 2 348

Capital expenditure (r’million) 197  174 23

We recycled 1,2 million kilograms of cans, 
glass, cardboard, landfill, paper and plastic 
at our shopping centres during fy2013.   
this equates to a carbon dioxide offset 
of 1 228 tCo2e or 6,2 million kilometres 
travelled in an average size petrol car, or 
822 economy flights from Johannesburg to 
london. 

We installed 18 350 energy efficient lighting 
fixtures in two phases of lighting upgrades 
in the common areas and car parks in twelve 
of our malls. the independently measured 
decrease in electricity consumption of 
4.5 million kWh during the reporting year 
equates to a carbon dioxide offset of  
4 390 tCo2e. this is the same as 22,2 million 
kilometres travelled in an average size 
petrol car, or 2 937 economy flights from 
Johannesburg to london. the capital spent 
on these upgrades has been recouped from 
Eskom’s integrated Demand Management 
(iDM). A third phase is underway, bringing 
even more savings. 

Eskom’s iDM has awarded subsidy rebates 
to erect solar photovoltaic electricity plants 
on the rooftops of two of our shopping 
centres. the solar plants have a capacity 
of 0.57MW and 1MW, which combine to 
generate enough clean energy to power the 
equivalent of over 1 500 homes.  
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our specialised utilities division is also 
exploring battery back-up technology with 
the solar plants to provide energy security 
and peak-load management benefits.

We also encourage retailers in our portfolio 
to promote a green, fresh and sustainable 
environment within their shops. 

prospects
listed retailers’ recent trading updates have 
been disappointing, confirming a slowdown 
in consumer spending. Notwithstanding 
the difficult consumer environment, we 
expect our core portfolio to continue on 
a sustainable growth path. As declining 
consumer spend is mostly evident in the 
lower-income and credit-sensitive market, 
growthpoint’s portfolio concentration in 
the middle- to upper-income areas will limit 
the impact of adverse market conditions. 

With the higher petrol price leading to 
fewer trips to shopping centres, a change 
in shopping patterns is noticeable. Across 
the industry footfalls are static or declining 
at major shopping centres as consumers 
seek convenience shopping. Nonetheless, 
overall spending at shopping centres is still 
increasing, resulting in higher spend per visit.

Negative rent reversions remain the 
exception and are limited to situations 
where historical rentals were above market 
or where the location of the premises is less 
desirable. 

Space in our core shopping centres is in high 
demand, giving the opportunity to negotiate 
higher rentals at expiry. the average rent 
reversion at renewal in the retail sector was 
8.0% during the past year. We expect to 
achieve similar results in the coming year as 
redevelopments come on stream, creating 
better shopping experiences and higher 
turnovers for retailers.

retailers are struggling to improve margins 
in the current market. in the absence of 
the opportunity to increase prices, they 
are pushing for lower escalation rates and 
reduced turnover rental thresholds. this 
increases pressure on our net property 
income because growth in operating 
expenses, especially labour-related and 
administered costs, continues to outpace 
in-force escalations. 

Suitable acquisition opportunities remain 
scarce. the few low-risk properties that 

have come on the market attracted wide 
interest as listed funds compete to increase 
exposure to retail. they also commanded 
aggressive pricing. there seems to be 
substantial market activity developing new 
retail centres in rural areas and secondary 
towns. However our view remains that the 
yields of these opportunities don’t reflect 
the risks. As such, we remain focused on the 
redevelopment and extension of our  
existing properties. these are demand-
driven and substantially pre-let before 
starting construction. the complex nature  
of redevelopments and relocating retailers 
will have a short-term negative impact 
on rental income because of unavoidable 
vacancies for development, as well as 
temporary rent remissions.

the redevelopment and extension of 
brooklyn Mall is ongoing, for completion 
in 2014. the last phase is a 2 000m2 
development for a major international 
fashion retailer. the repositioning of  
the centre has led to a clear increase in 
footfalls and turnovers, affirming the 
centre’s position as the premier shopping 
destination in pretoria. Several new tenants 
including food lover’s Market, Cotton 
on, loads of living and Con Amore, as 
well as the extended Edgars, will trade by 
December 2013.

the redevelopment of the kolonnade 
ice-rink to right-size truworths, Mr price and 
foschini to flagship stores, will also open in 
November 2013.

the r110 million expansion of Walmer 
park is nearing completion and will open 
in November 2013. the extension will help 
relocate non-fashion tenants to improve 
the retail mix and differentiate the centre 
as the Eastern Cape’s upmarket shopping 
destination. New tenants include Zara, 
Cotton on and several busby group brands.

redeveloping the former game premises at 
Northgate will be completed by April 2014. 
the project expands Woolworths,  
Mr price, truworths, Edgars and foschini and 
introduces new brands Cape Union Mart and 
Cotton on. this redevelopment addresses 
the underrepresentation and undersizing of 
major fashion retailers at the centre.

the year ahead will be challenging, but 
given the strong underlying fundamentals 
in our retail sector, net property income 
growth is budgeted to continue at the same 
rate as in fy2013. Household Consumption 
Expenditure (HCE) should recover in 2014 
as the global economy strengthens further, 
improving demand for South African exports 
and bolstering incomes and employment, 
leading to higher retail sales, supporting 
higher rental levels.

ReTaiL LeaSe expiRy pRofiLe

Vacancy Monthly by June  
2014

by June 
2015

by June 
2016

by June 
2017

by June 
2018

2018
beyond

3.7% 6.5% 17.8% 19.7% 14.1% 7.9% 13.0% 17.3%

3.6% 6.3% 21.0% 19.7% 16.8% 8.5% 13.5% 10.6%
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top 10 rEtAil tENANtS

top 10 rEtAil propErtiES 
by VAlUE

property name Location
value 

Rm
% of total 

retail portfolio
GLa June 2013 

m2
% of total 
retail GLa

1 brooklyn Mall (75%) pretoria  1 797 12.0  55 521 5.9

2 Waterfall Mall rustenburg  1 201 8.1  49 274 5.2

3 lakeside Mall benoni  1 135 7.6  67 289 7.1

4 la lucia Mall Durban  962 6.5  36 423 3.9

5 Alberton City Alberton  856 5.7  47 334 5.0

6 kolonnade (50%) pretoria  850 5.7  37 130 3.9

7 Walmer park Shopping Centre port Elizabeth  746 5.0  38 240 4.1

8 the Constantia Village Cape town  745 5.0  20 396 2.2

9 Woodmead retail park Johannesburg  716 4.8  54 891 5.8

10 Northgate (50%) Johannesburg  691 4.6  45 290 4.8

Total of Top 10  9 699 65.0  451 788 47.9

Tenant

Gross monthly
retail rental

Rm

% gross
monthly

retail rental

1 Edcon Holdings 9,3 7.6

2 the foschini group 6,8 5.4

3 pick n pay Stores 5,8 4.7

4 Mr price group 5,4 4.3

5 Shoprite Holdings 4,7 3.8

6 pepkor Holdings 4,6 3.7

7 Massmart Holdings 4,1 3.3

8 Woolworths Holdings 3,1 2.5

9 truworths international 2,8 2.3

10 Clicks group 2,4 1.9

Total of Top 10 49,0 39.5
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rEtAil propErtiES top 10 by VAlUE

1
brooklyn Mall

pretoria

brooklyn Mall is a premier 
shopping centre, located in the 
heart of the affluent suburbs 
of pretoria. the 72 500m² mall 
has been undergoing a major 
redevelopment over the past 
18 months and unique and 
exclusive fashion retailers such 
as Country road, trenery, gap, 
Jenni button, Hilton Weiner, 
Aca Joe, Vertigo, Urban Degree 
and pringle have successfully 
opened at the centre. trading at 
the centre has shown excellent 
growth of 15% over the past 
year and foot counts have also 
increased significantly. the final 
phase of the redevelopment, 
a 2 000m2 extension for an 
international fashion retailer, is 
expected to open in 2014.

2
Waterfall Mall

rustenburg

Waterfall Mall together with 
the adjacent value centre forms 
a 60 000m2 regional shopping 
centre, drawing shoppers from 
as far afield as botswana. 
located in the upmarket 
suburbs of rustenburg, the 
centre is easily accessible from 
the r24 and N4 highway. the 
size of the centre allows for 
an extensive representative 
tenant mix which includes most 
national retailers as well as a 
number of specialised retailers. 
Notwithstanding the recent 
mining problems in the area, 
trading at the centre continues 
to perform well with an average 
monthly trading density in 
excess of r2 700/m2. this 
trading outperformance ensures 
strong demand for space and a 
r216 million pre-let extension 
to the centre is awaiting local 
authority approval.

3
lakeside Mall

benoni

located on the southern banks 
of the Civic lake in benoni, 
lakeside Mall regional shopping 
centre is a local landmark due to 
its distinctive design. the centre 
which was developed over two 
levels incorporates a number of 
different areas including  
5 500m² useable outdoor areas. 
With a glA of 67 289m² the 
centre accommodates all the 
major retail anchors including 
Shoprite, game, Woolworths 
and Edgars. the popular centre 
attracts more than one million 
shoppers per month and 
vacancy is below 1%.

4
la lucia Mall

Durban

la lucia Mall is a 36 423m2 
small regional centre situated 
in the heart of the upmarket 
residential and commercial 
estates in the northern 
suburbs of Durban, catering 
specifically for its exclusive 
and predominantly lSM 9 and 
10 shopper. over six million 
shoppers frequent la lucia Mall 
annually and turnovers grew 
in excess of 10% over the past 
year. leading retailers Cape 
Union Mart, old khaki, Mr price 
Sport and Havaiana’s will all 
open stores within the next 
six months and the shopping 
centre’s popular Dis-Chem will 
also expand.



68

Sectoral reviews

rEtAil CoNtiNUED

rEtAil propErtiES top 10 by VAlUE CoNtiNUED

5
Alberton City

Alberton

Alberton City Shopping Centre 
is located in the Alberton central 
business district. the 47 334m2 
shopping centre is an integral 
part of the community – a place 
to meet, share and connect in a 
superior shopping environment. 
the centre will undergo a 
major internal refurbishment 
in the near future, bringing 
the whole centre to the 
same standard as the recent 
extension. At the same time 
the tenant mix of the centre 
will be improved by adding new 
tenants to reconfigured areas, 
complementing existing tenants 
such as Checkers, game, Edgars 
and all of the national fashion 
retailers.

6
kolonnade

pretoria

kolonnade Shopping Centre was 
developed in 1995 and has been 
extended numerous times as 
demand for retail space at the 
centre continues. the centre is 
located to the north of pretoria, 
serving a wide catchment 
area. After a complete interior 
refurbishment in 2012/3, the 
74 260m2 shopping centre is 
currently undergoing a further 
extension, enlarging truworths, 
foschini and Mr price to flagship 
stores. Annual retail sales 
generated at the centre are in 
excess of r2 billion and trading 
densities are substantially higher 
than comparable shopping 
centres. the centre is co-owned 
with Sasol pension fund.

7
Walmer park  
Shopping Centre

port Elizabeth

Walmer park Shopping Centre, 
located in port Elizabeth, 
opened its doors for trade in 
September 1988 and has since 
undergone two refurbishments 
and six extensions, the latest 
due for completion in october 
2013. After the current 
extension, taking the centre to a 
size of just over 44 000 m2, the 
centre will entrench its position 
as the upmarket shopping 
destination in the Eastern Cape. 
A number of specialist retailers 
such as international fashion 
retailer Zara, Apple i-Store, 
Cotton on and Mac will open 
towards the end of 2013.

8
the Constantia Village

Cape town

the Constantia Village is 
an aspirational community 
centre nestled in the heart of 
the Constantia Valley in the 
southern suburbs of Cape town. 
the 20 396m² centre offers 
the convenience of a mall, the 
quality and desirability of a 
boutique and the ambience of 
a village square. it consists of 
the Main Village, anchored by 
pick n pay and Woolworths, 
and the old Village which 
offers a variety of services 
and restaurants. An average 
of 554 000 feet pass through 
the centre per month and 
exceptional trading densities 
in excess of r5 500/m2 are 
achieved.



rEtAil propErtiES top 10 by VAlUE CoNtiNUED

9
Woodmead  
retail park

Johannesburg

Woodmead retail park is 
situated just off the M1/
N1 highway intersection 
to the immediate north 
of Johannesburg. the 
contemporary modern  
designed building with its 
boulevard-styled shopping 
environment and ample free 
parking offers a convenient 
and comprehensive shopping 
experience. the 54 891m² 
shopping centre boasts a  
well-balanced tenant mix of 
over 80 stores, including a  
15 400m² pick n pay 
Hypermarket, full-line 
Woolworths and a Dion Wired 
store along with an array of 
other popular national tenants.

10
Northgate

Johannesburg

Northgate Shopping Centre 
is the 10th biggest shopping 
centre in South Africa. the 
first phase of the 90 580m2 
centre was developed in 
1991 and over the past two 
decades substantial residential 
development around the centre 
has been the catalyst for several 
further extensions. the centre 
is known for its entertainment 
offering with an ice rink and 
cinema complex forming 
part of the tenant mix. the 
redevelopment of a 6 000m2 
envelope to accommodate 
the extension of Woolworths, 
truworths, Mr price and foschini 
is currently in progress. the 
centre is co-owned with Sasol 
pension fund.

Space in our core shopping 
centres is in high demand, giving 
the opportunity to negotiate higher 
rentals at expiry. the average rent 
escalation at renewal in the retail 
sector was 8% during fy2013. We 
expect to achieve similar results in 
the coming year as redevelopments 
come on stream, creating better 
shopping experiences and higher 
turnovers for retailers.
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Despite challenging market conditions 
our office sector delivered favourable 
performance and achieved higher returns, 
greater rental growth and lower vacancies 
than sector benchmarks.

offiCe GLa By BuiLDiNG GRaDe

offiCe vaLue By Type

rudolf pienaar – Divisional director 

  A 
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  b 
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  C 
3.8%

  other 
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  p 
9.1%



Market environment
Conditions in the office sector remained challenging during the 
past year. the unadjusted real gDp only increased by 1.9% in the 
first quarter of 2013 compared with the first quarter of 2012, still 
reflecting the underlying weakness in the economy. this resulted in 
lower demand for office space in some areas. With newly developed 
office space coming to market, this increased the national office 
vacancy rate to 11.0% in the second quarter of 2013 compared to 
10.4% a year ago. 

the strongest demand is for top-end space. Vacancies at premium 
offices are substantially below the overall trend at 2.2%. A-grade 
vacancies increased slightly to 8.7% while b-grade vacancies, 
although improving, were 12.9%. trends suggest the ratio of pre-
let-to-speculative developments is around 50%. Several recently 
completed developments, particularly in the Johannesburg area, 
increased the supply of office space, adding to vacancy pressures.

the ever-increasing cost of utilities, notably electricity and 
assessment rates, remains significant and raises the cost of 
occupancy for office leaseholders, which places pressure on rentals. 
As a result, incentives offered to tenants and brokers have become 
highly competitive. 

performance
Despite difficult market conditions, the growthpoint office sector 
upheld performance ahead of budget. We increased year-on-year 
net income on a like-for-like basis by 7.7% to r1,1 billion and on  
the total portfolio, by 2.3% to r1,4 billion. the loss of income from 
13 properties sold during the financial year, which no longer met 
our investment criteria, had a negative impact on our total portfolio 
growth. proceeds from these sales totalled r545 million, achieving a 
capital profit of r241 million.

offiCE
our r16,2 billion premier office 
sector is in prime office nodes 
geographically spread across South 
Africa’s major metropolitan areas 
and substantially let to blue-chip 
businesses with a staggered lease 
expiry profile. Driven by demand and 
opportunity, we purchase premium 
sites and develop aesthetically 
desirable, operationally efficient and 
cost effective, sustainable buildings 
for blue-chip companies.

tHE WilloW, illoVo 
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DEVElopMENtS AND rEDEVElopMENtS rECENtly CoMplEtED  
or UNDErWAy

Location

Gross
lettable 
area m2

Total 
spend

R’million
Completion 

date
% 

let

lakeside 3 Centurion, pretoria  6 153  74,0 february 2013 100

grand Central office park Midrand  7 407 105,0 May 2013 63

Menlyn Corner Menlyn, pretoria 10 047 209,7 April 2013 36

Willowbridge place belville, Cape town  6 584 121,8 february 2013 93

Avroy Shlain Midrand  5 960  44,1 March 2013 100

bridge park (Joint venture with  
rabie property group)

Century City, Cape town  8 631 211,4 November 2014 –

brookfield office park brooklyn, pretoria  4 883  38,9 December 2013 –

Total developments and 
redevelopments 49 665  804,9  

gross rental per square metre per month 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

2012– 2013 r123 7.0

our property expense ratio increased from 22.8% to 23.8%. reasons 
for this include significant increases in assessment rates, as well as 
commissions paid and tenant installation costs because of increased 
vacancies. We make every effort to reduce property expenses on vacant 
offices, but it isn’t always possible to keep expense ratios at the levels 
reached in times of full occupancy. 

Vacancies increased from 66 736m² (5.8%) at 1 July 2012 to 90 249m² 
(7.8%) at 30 June 2013. Developments contributed 18 943m² (1.6%) of 
the vacancy percentage. the remaining increase in vacancies is because 
of several large tenants downsizing or buying or developing their own 
properties. the renewal success rate has consequently dropped from 
74.6% last year to 66.2%. growth in renewal rental has however 
improved to 3.6% compared with the minus 1.5% in fy2012.

Arrears ended the financial period at an all-year low of r5,9 million 
because of continued proactive credit control strategies. this is  
r5,0 million lower than the prior year and only 2.9% of collectibles.

the office sector achieved a total return of 14.1% for the year ended 
December 2012, ahead of the ipD benchmark at 13.4%. We continually 
evaluate our portfolio performance against established benchmarks.  

grand Central office park, 
Midrand

Willowbridge place,  
Cape town

Avroy Shlain, Midrand
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kEy pErforMANCE ArEAS

2013 2012
increase/ 
(decrease)

gross property revenue (r’million) 1 776 1 712 64

property expenses (r’million) (423) (390) 33

Net property income (r’million) 1 353 1 322 31

property expense ratio (%) 23.8 22.8 1.0

Vacancies (%) 7.8 5.8 2.0

Arrears (r’million) 5,9 10,9 (5,0)

bad debt provision (r’million) 3,2 6,2 (3,0)

Average gross rental (r per m2/month) 123 115 8

budgeted forward yield (%) 8.6 9.3 (0.7)

Average in-force escalation (%) 8.3 8.8 (0.5)

Weighted average lease period (years) 4.2 4.4 (0.2)

Asset value (r’billion) 16,2 14,6 1,6

Number of properties 120 130 (10)

glA (m2) 1 151 079 1 156 944 (5 865)

Value (excluding bulk) per m2 (r) 13 930 12 363 1 567

Capital expenditure (r’million) 432 350 82

We earmark any properties no longer 
meeting our investment criteria for 
redevelopment or sale. During the year 
we sold 13 properties and have entered 
into agreements of sale on a further three 
buildings for r124,2 million. 

in line with our investment strategy, we 
acquired the portfolio-enhancing Deloitte 
property in Umhlanga, kwaZulu-Natal for 
r103,8 million and have an agreement to 
purchase a further property in Sandhurst 
for r205,0 million.

brookfield office park in brooklyn, 
pretoria, is undergoing redevelopment and 
we continuously evaluate our portfolio 
for further valuable redevelopment 
opportunities. We identify suitable 
land for developments and acquire it 
where possible. this gives us a highly 
competitive development offering when 
an opportunity arises, for either an existing 
client or large new user.

offiCe LeaSe expiRy pRofiLe

Vacancy Monthly by June  
2014

by June 
2015

by June 
2016

by June 
2017

by June 
2018

2018
beyond

7.8% 3.5% 17.7% 15.5% 16.6% 12.0% 11.4% 15.5%

6.5% 3.0% 17.0% 14.2% 14.3% 11.1% 12.6% 21.3%
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Environmental commitment 

Achievements

We are committed to sustainable development. Confirming our commitment, we 
have achieved four-Star green Star SA ratings from the green building Council of 
South Africa (gbCSA), the country’s official green building authority, on four of our 
buildings.

Current green building initiatives

Green addendum

our clients are eagerly signing a new green Addendum to their leases. this 
agreement shares the savings on utility bills flowing from our green initiatives 
equally between growthpoint and the occupant. our 50% share of savings funds 
future green initiatives.

Lighting replacement programme

We are replacing existing lighting in 85 office buildings with more efficient lighting 
technology. the r79,6 million project will reduce occupancy costs for our tenants.

energy and water Benchmarking Tool

growthpoint sponsored the gbCSA’s Energy and Water benchmarking tool 
which allows property owners to measure energy and water consumption against 
industry benchmarks. We are taking corrective action in our office buildings where 
consumption is higher than the benchmark. this will also lower occupation costs for 
our tenants.

kAyA fM, roSEbANk
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proSpECtS 
We expect market conditions to stay 
challenging, with rental levels and vacancies 
remaining under pressure. leasing teams 
will focus on upholding strong tenant 
relationships to ensure growthpoint remains 
the landlord of choice.

A further focus is lengthening lease periods 
on new leases and renewals to minimise 
our lease expiry profile risk and reduce the 
number of renewals negotiated each year.

to ensure our cost-to-income ratio remains 
at acceptable levels, we will control costs 
tightly and explore new opportunities 
to further reduce costs of occupancy for 
tenants.

the rebalancing of the office sector will 
continue. We are aggressively leasing new 
lettable areas in our developments and have 
identified a portfolio of non-core properties 
for sale. to maintain the high standard of our 
core portfolio and attract quality clients, we 
plan to undertake capital expenditure of  
r200 million.

lincoln on the lake, 
Umhlanga
lincoln on the lake, a 6 700m² office 
development in Umhlanga, kwaZulu-
Natal, achieved a four-Star green Star 
SA office As built certification. We’re 
also pleased to report that it received 
the Nedbank Capital Sustainable 
business Award 2013 in the category 
infrastructure and renewable Energy 
for its Solar photovoltaic pilot project.

Mayfair on the lake, 
Umhlanga
Mayfair on the lake, a 6 300m² office 
development in Umhlanga, kwaZulu-
Natal, achieved a four-Star green 
Star SA office As built certification. 
it has also recently been awarded the 
Consulting Engineers of South Africa 
award for Engineering excellence.

lakeside 3, Centurion
lakeside 3, a 6 100m² office 
development in Centurion, pretoria 
achieved a four-Star green Star SA 
office As built certification. it also 
recently received the 2013 SApoA 
innovative Excellence Award for green 
Development.
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offiCE CoNtiNUED

top 10 offiCE tENANtS

top 10 offiCE propErtiES 
by VAlUE

property name Location
value 

Rm
% of total 

office portfolio
GLa June 2013 

m2
% of total 

office GLa

1 investec Sandton  2 009 12.4  70 945 6.2

2 the place Sandton  943 5.8  34 020 3.0

3 Constantia office park roodepoort  936 5.8  71 643 6.2

4 growthpoint business park Midrand  532 3.3  69 623 6.0

5 Montclare place Cape town  513 3.2  29 446 2.6

6 investec Cape town  356 2.2  12 836 1.1

7 N1 City Hospital Cape town  346 2.1  14 022 1.2

8 Hatfield gardens pretoria  345 2.1  25 541 2.2

9 Central park Midrand  342 2.1  34 193 3.0

10 Sunnyside ridge office park Johannesburg  318 2.0  29 674 2.6

Total of Top 10  6 640 41.0  391 943 34.1

Tenant

Gross monthly
office rental

Rm

% gross
monthly

office rental

1 investec bank 20,1 13.8

2 Netcare Hospitals 3,3 2.3

3 Ey 3,3 2.3

4 business Connexion 3,2 2.2

5 Mobile telephone Networks 3,1 2.1

6 Aon South Africa 3,0 2.1

7 Allied Electronics Corporation 2,2 1.5

8 EoH Mthombo 1,9 1.3

9 ibM South Africa 1,8 1.2

10 Macquarie Africa 1,7 1.2

Total of Top 10 43,6 30.0
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offiCE propErtiES top 10 by VAlUE

1
investec

Sandton

Description
offices

Grade
p

value
r2,009 million

GLa (m2)
70 945

Number of tenants
1

major tenant
investec bank

% let
100

2
the place

Sandton

Description
offices

Grade
p

value
r943 million

GLa (m2)
34 020

Number of tenants
10

major tenants
AoN 
Macquarie Africa

% let
97

3
Constantia office park

roodepoort

Description
office park

Grade
A – b

value
r936 million

GLa (m2)
71 643

Number of tenants
90

major tenants
MtN
Afrisam
primedia

% let
92

4
growthpoint  
business park

Midrand

Description
offices and warehouses

Grade
A – b

value
r532 million

GLa (m2)
69 623

Number of tenants
28

major tenants
Continuity SA
Nashua Communications
fresenius kabi SA

% let
99
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offiCE CoNtiNUED

offiCE propErtiES top 10 by VAlUE CoNtiNUED

5
Montclare place

Cape town

Description
offices and retail

Grade
A

value
r513 million

GLa (m2)
29 446

Number of tenants
21

major tenants
pick n pay retailers
Coronation Asset Management
kagiso Asset Management

% let
100

6
investec

Cape town

Description
offices

Grade
A

value
r356 million

GLa (m2)
12 836

Number of tenants
1

major tenant
investec bank

% let
100

7
N1 City Hospital

Cape town

Description
Hospital

Grade
Hospital

value
r346 million

GLa (m2)
14 022

Number of tenants
1

major tenant
Netcare Hospitals

% let
100

8
Hatfield gardens

pretoria

Description
office park

Grade
A – b

value
r345 million

GLa (m2)
25 541

Number of tenants
20

major tenants
AECoM
National lotteries board
SArS

% let
84



offiCE propErtiES top 10 by VAlUE CoNtiNUED

9
Central park

Midrand

Description
office park

Grade
p
A – b

value
r342 million

GLa (m2)
34 193

Number of tenants
47

major tenants
Altech Netstar
Super group trading
trans Africa projects

% let
95

10
Sunnyside ridge  
office park

Johannesburg

Description
office park

Grade
A

value
r318 million

GLa (m2)
29 674

Number of tenants
35

major tenants
MEpf & Sentinel Mining
lombard insurance
Standard bank

% let
90

The office sector will 
continue to focus on tenant 
relationships, maximising 
rental growth and curtailing 
costs in the new year whilst 
exploring acquisition and 
development opportunities.
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iNDUStriAl

We are reservedly optimistic about the 
immediate future of the sector and our 
diversified portfolio.

  Warehousing 
37.4%

  industrial parks 
16.2%

  retail 
warehousing 
5.7%

  Motor-related 
outlets 
5.0%

  Mini units 
7.1%

  Midi units 
4.0% 

  Maxi units 
0.6% 

  low grade 
industrial 
5.9% 

  High-tech 
industrial 
6.6% 

  High grade 
industrial 
10.9% 

  Vacant land 
0.6% 

Market environment
With negative sentiment placing pressure on retail sales, manufacturing output dropped, 
leading to a knock-on effect for the industrial property sector. Despite this, the growthpoint 
industrial sector showed a steady decline in vacancies in all major metropolitan areas. 
the trend of the last three years continues with demand for warehousing and distribution 
centres being notably higher than for manufacturing facilities.

Small industrial space users are proving most susceptible to economic pressures. We are 
still seeing the weakest demand, highest vacancies and largest number of defaults from this 
market segment.

After years of minimal new supply of industrial space, a large number of speculative 
developments are now starting to come to market. Anticipating the demand, growthpoint 
has positioned itself well to take advantage of opportunities arising from the uptick in 
market demand by taking positions on land and identifying properties for redevelopment.

Soaring costs continue to negatively affect industrial property users. the increasing price 
of fuel has heightened the attractiveness of prime logistics sites with excellent motorway 
access. growing utilities fees, specifically electricity, continue increasing the cost of 
occupation for businesses. Despite this, we’re still achieving rental growth, albeit at lower 
levels.

iNDuSTRiaL vaLue By Type 

Engelbert binedell – Divisional director



Countrywide, industrial businesses continue to seek the services of 
real estate advisers when sourcing and evaluating proposals for their 
property decisions, drawing out the time it takes to complete deals.

performance
growthpoint’s industrial sector delivered notably favourable 
performance in a testing environment during a tough year. 

We’re delivering real rental growth, although at lower levels. our 
vacancies are the lowest in a decade and arrears continue to drop 
significantly. Clients are committing to longer leases at higher 
escalations. 

Supporting the success of our leasing team, we’ve also seen a 
tremendous take up of growthpoint’s UNdeposit from our clients.

With conditions set to remain challenging, we focused on property 
fundamentals, identified opportunities to extract value from our 
portfolio through focused development and cemented partnerships 
during the year. 

our strategy in these competitive times is to consolidate our 
portfolio and keep our clients. We’ve delivered on this by developing 
a keen client focus to nurture retention. We’ve also carefully 
invested capital in our properties, to expand, update and improve 
them.

While gauteng remains one of the most competitive regions for 
industrial property, there is a renewed focus on industrial property 
in Cape town. We saw the most growth coming from the kwaZulu-
Natal region this year. in the Eastern Cape, port Elizabeth is also 
showing good growth and there appears to be renewed interest in 
Coega.

Development 
in recent years, we’ve increased our in-house development skills and 
our capacity to partner with leading industrial property developers. 
this meets the increasing need for development from our clients 
and responds to our properties’ lifecycles. We’re pleased to report 
we are now delivering award-winning industrial developments and 
gaining new traction as a result. 

iNDUStriAl
our favourable performance is 
supported by our increased capacity 
to create and extract value in our 
industrial sector with developments. 
We increasingly become a partner 
to our clients and customise our 
services to meet their needs.

EboNy plACE, MEADoWDAlE 
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iNDUStriAl CoNtiNUED

Sectoral reviews

EllEriNES, port EliZAbEtH

kEy pErforMANCE ArEAS

2013 2012
increase/ 
(decrease)

gross property revenue (r’million) 1 002 943 59

property expenses (r’million) (216) (206) 10

Net property income (r’million) 786 737 49

property expense ratio (%) 21.6 21.8 (0.2)

Vacancies (%) 3.0 3.4 (0.4)

Arrears (r’million) 5,8 6,9 (1,1)

bad debt provision (r’million) 2,6 2,8 (0,2)

Average gross rental (r per m2/month) 38 36 2

budgeted forward yield (%) 10.5 11.0 (0.5)

Average in-force escalation (%) 8.1 8.7 (0.6)

Weighted average lease period (years) 3.2 3.0 0.2

Asset value (r’billion) 8,0 7,3 0,7

Number of properties 230 226 4

glA (m2) 2 176 887 2 219 781 (42 894)

Value (excluding bulk) per m2 (r) 3 618 3 222 396

Capital expenditure (r’million) 275 359 (84)

ENViroNMENtAl CoMMitMENt
there is no green building rating tool for industrial 
property in South Africa yet. Until there is, we 
will continue to liaise with our counterparts in 
growthpoint’s retail and office teams. We are 
cognisant of the importance to our clients of reducing 
utilities costs. growthpoint’s successes in energy 
savings and green buildings will benefit the industrial 
sector.
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iNDuSTRiaL LeaSe expiRy pRofiLe

Vacancy Monthly by June  
2014

by June 
2015

by June 
2016

by June 
2017

by June 
2018

2018
beyond

3.0% 3.6% 22.2% 18.3% 22.0% 12.7% 8.0% 10.2%

3.0% 3.6% 21.5% 20.6% 19.8% 10.1% 9.4% 12.0%
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 glA     gross rental%

this year growthpoint won the SApoA 
(South African property owners 
Association) innovative Excellence Award 
for industrial property Development 
for the Ellerines high-tech distribution 
facility in port Elizabeth. this is the second 
consecutive year we have won this award. 

We also delivered a state-of-the-art 
facility to multinational grundfos. other 
projects include extending Justine Avon’s 
building in growthpoint industrial Estate 
and upgrading our building in omni park, 
Aeroton, which secured the tenancy of bCE 
foodservice Equipment. We redeveloped a 
prime site in Sandton to create the modern 
Commerce Corner and secure a lease 
with iCr Electrical. We’ve also started 
developing a warehouse for tSS tools at 
Allen road in Elandsfontein.

prospects
We are reservedly optimistic about the 
immediate future of the sector and our 
diversified portfolio.

industrial property is coming into its own 
as an asset class and has outperformed 
the other sectors in some instances. 
We expect an upswing in the industrial 
property sector and, thanks to groundwork 
in recent years, we’re well positioned for it. 

growthpoint invests in both 
manufacturing and logistics properties and 
this spread has stood us in good stead in 
past years and will continue to do so. our 
excellent client selection is showing results 
in lower arrears and vacancies. this, with 
our focused development approach, puts 
us in a favourable position to meet targets.

New acquisitions remain expensive and 
we’ll carry on unlocking potential from 
our existing portfolio. in anticipation 
of an upswing in the sector, we have 
also notched up the risk curve slightly 
by identifying land with excellent 
development potential and acquiring 
strategic positions. our increased 
development capacity and skills  
support this.

We will continue to evaluate our portfolio 
for valuable opportunities to preserve, 

improve and redevelop our properties. 
We’ll also continue our programme of 
selling non-core properties. However, 
before disposing of a property we consider 
all alternatives because of the lack of 
new stock available. We’ll also continue 
to customise flexible leasing around our 
clients’ needs.

rental levels in older industrial areas, 
where fundamentals like electricity and 
road access are good, have remained 
relatively static in recent years. We 
believe that new potential exists for these 
properties and their rental capacity given 
the cost and rental requirements of new 
developments in the newer areas.

our aim of being a partner to our 
clients will continue and become more 
measurable. We’re gauging our partnering 

effectiveness with research, to better 
understand the needs of our clients and 
how well we are meeting them.

We are also constantly seeking 
innovative ways to unlock portions of 
assets to which we previously didn’t 
ascribe value. We are aiming to lease 
rooftop space for solar power, to sell 
into the grid. besides providing valuable 
electricity for property users, this could 
be a source of rental income.

by working with our clients to 
understand their businesses and their 
property needs, and using competent 
professionals, we can deliver cutting-
edge facilities with competitive rentals, 
without compromising quality.
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iNDUStriAl CoNtiNUED

top 10 iNDUStriAl tENANtS

top 10 iNDUStriAl propErtiES 
by VAlUE

property name Location
value 

Rm

% of total 
industrial 
portfolio

GLa June 2013 
m2

% of total 
industrial 

GLa

1 growthpoint industrial Estate germiston  379 4.7  61 246 2.8

2 Adcock ingram Midrand  199 2.5  21 536 1.0

3 Hilltop industrial park Elandsfontein  184 2.3  69 571 3.2

4 Central park Cape town  137 1.7  49 135 2.3

5 pine industrial park New germany  125 1.6  39 150 1.8

6 grenville Cape town  123 1.5  16 220 0.7

7 omni park Johannesburg  121 1.5  40 541 1.9

8 kulungile building kempton park  120 1.5  49 000 2.3

9 Newmarket industrial Estate Alberton  116 1.4  34 075 1.6

10 Meadowbrook Estate (gundle Site) germiston  110 1.4  9 684 0.4

Total of Top 10  1 614 20.1  390 158 18.0

Tenant

Gross monthly
industrial rental

Rm

% gross
monthly

industrial rental

1 the bidvest group 2,8 3.4

2 Ellerines furnishers 2,3 2.8

3 Adcock ingram Holdings 1,8 2.2

4 Scania SA 1,6 1.9

5 Midas group 1,4 1.7

6 the laser transport group 1,3 1.6

7 kulungile Metals 1,2 1.5

8 iliad Africa trading 1,2 1.4

9 Allied Electronics Corporation 1,2 1.4

10 barloworld logistics 1,1 1.3

Total of Top 10 15,9 19.2
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iNDUStriAl propErtiES top 10 by VAlUE

1
growthpoint  
industrial Estate

germiston

Description
industrial park

Grade
A

value
r379 million

GLa (m2)
61 246

Site area (m2)
259 455

Number of tenants
32

major tenants
barloworld Africa logistics
Avon Justine
fast & furious
ricoh (SA)

% let
96

2
Adcock ingram

Midrand

Description
High tech industrial

Grade
A

value
r199 million

GLa (m2)
21 536

Site area (m2)
47 011

Number of tenants
1

major tenant
Adcock ingram Healthcare

% let
100

3
Hilltop industrial park

Elandsfontein

Description
industrial park

Grade
b

value
r184 million

GLa (m2)
69 571

Site area (m2)
263 446

Number of tenants
19

major tenants
Scania
Cartoon Candy
Capital Africa Steel
MAN Diesel & turbo SA

% let
100

4
Central park

Cape town

Description
industrial park

Grade
A

value
r137 million

GLa (m2)
49 135

Site area (m2)
97 216

Number of tenants
24

major tenants
retail logistics
fawecia Emissions Control 
Conop projects

% let
96
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iNDUStriAl CoNtiNUED

iNDUStriAl propErtiES top 10 by VAlUE CoNtiNUED

5
pine industrial park

New germany

Description
industrial park

Grade
b

value
r125 million

GLa (m2)
39 150

Site area (m2)
48 018

Number of tenants
18

major tenant
Malda pack

% let
94

6
grenville

Cape town

Description
Warehousing

Grade
C

value
r123 million

GLa (m2)
16 220

Site area (m2)
41 373

Number of tenants
1

major tenant
Ellerines

% let
100

7
omni park

Johannesburg

Description
industrial park

Grade
b

value
r121 million

GLa (m2)
40 541

Site area (m2)
85 014

Number of tenants
15

major tenants
bCE food Services
brandcorp

% let
100

8
kulungile building

kempton park

Description
Warehousing

Grade
C

value
r120 million

GLa (m2)
49 000

Site area (m2)
107 807

Number of tenants
1

major tenant
kulungile Metals

% let
100
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9
Newmarket  
industrial Estate

Alberton

Description
Warehousing

Grade
C

value
r116 million

GLa (m2)
34 075

Site area (m2)
73 825

Number of tenants
2

major tenant
overnight logistics

% let
100

10
Meadowbrook Estate

germiston

Description
Warehousing

Grade
A

value
r110 million

GLa (m2)
9 684

Site area (m2)
41 700

Number of tenants
1

major tenant
grundfos

% let
100

By working with our clients 
to understand their businesses 
and their property needs, and 
using competent professionals, 
we can deliver cutting-edge 
facilities with competitive 
rentals, without compromising 
quality.

for the second consecutive 
year Growthpoint won the 
Sapoa (South african property 
owners association) innovative 
excellence award for industrial 
property Development.
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V&A WAtErfroNt

the V&A Waterfront continues to 
outperform the market and achieves  
zero retail vacancies at the year end.

our investment in the V&A Waterfront

the V&A Waterfront is a mixed-use property development around the historic Victoria and 
Alfred basin which formed Cape town’s original harbour. table Mountain is its backdrop. 

growthpoint has a 50% interest in the V&A Waterfront in Cape town. our investment 
is valued at some r5,4 billion. Distributions from growthpoint’s 50% stake in the V&A 
Waterfront increased by 6.5% and contributed 11.4% to total distributable income.

This quality property with a unique location is an iconic South african asset and one of 
the most visited cultural and historical hubs on the african continent. it attracts  
22 million visitors yearly and includes 22 official landmarks and a working harbour. 

irrespective of a difficult market, the V&A Waterfront has performed to expectations and 
made excellent progress over the past year. 

the V&A Waterfront delivered good performance across its mixed uses.

retail space at the V&A Waterfront is fully let and achieved strong retail sales growth of 
over 16% year-on-year. Demand for retail space remains strong and continues to attract 
sought-after local and international retailers like Zara, topshop, Witchery, SuperDry, Moyo 
and tasha’s. 

David green – CEo V&A Waterfront

  retail 
55.4%

  office 
18.2%

  fishing and industrial 
6.7%

  Hotel 
9.0%

  Undeveloped bulk 
10.7%

SeCToR vaLue By Type



office vacancies are at pleasing lows of 2.4%, and experiencing 
improved demand. there are no vacancies in its industrial and 
fishery properties. 

We expect the V&A Waterfront’s performance to grow with several 
initiatives during the coming year to extract more value and expand 
its offering. We aim to increase its revenue and net property income 
to growthpoint year-on-year. Advancing the V&A Waterfront are 
14 approved development projects, with r1 billion invested, or to 
be invested. this includes the soon-to-be completed Allan gray 
corporate office.

the V&A Waterfront development master plan enables us to take 
swift advantage of market opportunities which are already taking 
shape successfully.

the V&A Waterfront should produce like-for-like distribution 
growth of between 6% and 7% in the coming year; however certain 
development projects could dilute the overall yield.

How the V&A Waterfront offers growthpoint and our shareholders 
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 11.4% of growthpoint’s distributable earnings

•	 	The	weighted	average	lease	length	is	4.8	years

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

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

V&A 
WAtErfroNt
V&A Waterfront comprises a mix of 
retail, office, hotel and fishing and 
industrial properties let to financially 
sound businesses.

growthpoint is actively engaged in 
managing this asset, working closely 
with V&A Waterfront CEo David 
green and his team, to advance the 
strategic direction of the property 
and its projects. 

We also enjoy a productive working 
relationship with our partner, the 
government Employees pension 
fund (gEpf) represented by the 
public investment Corporation (SoC) 
limited (piC), on the V&A Waterfront 
board and property Committee, 
which is responsible for managing  
the property. 

V&A WAtErfroNt, CApE toWN
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V&A WAtErfroNt CoNtiNUED

kEy pErforMANCE ArEAS

2013 2012
increase/ 
(decrease)

gross property revenue (r’million) 442 412 30

property expenses (r’million) (118) (107) 11

Net property income (r’million) 324 305 19

property expense ratio (%) 26.7 26.0 0.7

Vacancies (%) 0.6 1.6 (1.0)

Arrears (r’million) 19,9 19,1 0,8

bad debt provision (r’million) 10,1 10,0 0,1

Average gross rental (r per m2/per month) 155 152 3

budgeted forward yield (%) 6.9 6.8 0.1

Average in-force escalation (%) 8.4 8.5 (0.1)

Weighted average lease period (years) 4.8 5.0 (0.2)

Asset value (r’billion) 5,6 5,0 0,6

glA (m2) 193 873 192 086 1 787

Value (excluding bulk) per m2 (r) 25 546 22 503 3 043

Capital expenditure (r’million) 227 128 99

Market environment

Slow economic growth with a gDp just below 2%. Unchanged 
interest rates encouraging consumers to repay debt, as well as 
invest in property.

retail sales growth remains subdued. Slowdown in consumer spend 
amidst rising utility costs, fuel price increases, as well as repaying 
debt. National retail sales are at 9% well ahead of inflation of 5%, 
in real terms 4%.

High vacancies in the CbD office market continue, putting 
pressure on rental levels and growth. there is a demand for high 
quality commercial assets, as well as interest from both local and 
international blue-chip tenants.

the hotel market is slowly starting to recover some momentum. 
over the last year room occupancies and average room rates have 
grown year-on-year. However, they are still only now reaching 2008 
levels.

performance

the V&A has continued to perform well.

retail sales have increased year-on-year by 16.0%. this is driven 
by strong growth in the food sector, particularly fast foods. the 
newly renovated food courts, as well as new openings in Moyo and 
Market on the Wharf, have contributed favourably as has Shimmy 
restaurant and beach club which opened its doors in December 
2012. fashion and beauty has contributed too, with  

new international additions in Zara and topshop being well received 
and performing well. trading densities for the second year running 
are up year-on-year.

the V&A welcomes in excess of 22 million visitors a year and 
from this high base visitor numbers grew a further 3% in the year. 
Visitors from the local market represent an estimated 60%, with 
the balance coming from national and international tourists. for 
the third consecutive year the V&A achieved the award for the 
highest number of visitors in one day in a South African shopping 
centre.

With the growth in turnover exceeding growth in footfall, it has a 
positive impact on spend per head which grew to r175. Visitors stay 
just short of 31/2 hours per visit at the Waterfront. the growth has 
positive spinoff on parking revenue as well.

A significant focus for the business was to further reduce vacancies 
and at the year end we achieved zero retail vacancies.

During the year a number of large spaces were let. these include 
spaces now occupied by topshop and @ Home, and recently the old 
“green Dolphin space” has been let and will be a brasserie aimed 
primarily at the local market.

the commercial vacancy levels have also been reduced and fell to 
2.4% at the year end. this compares favourably to a Cape town 
CbD vacancy level of 13.5% for A-grade office space and is a 
reflection of the asset quality as well as location. During the year 
we have made progress in letting difficult spaces to national and 
international tenants.
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V&A WAtErfroNt, CApE toWN

ENViroNMENtAl CoMMitMENt
the V&A is committed to take the lead in 
environmentally friendly and sustainable practices.

the Allan gray Development, at Silo 1 building in 
the Clock tower precinct, obtained the highest 
classification available from the SA green building 
Council, a Six-Star green Star rating. the building 
benefits from a wide range of initiatives resulting 
in the building using 60% less energy and 30% 
less water than a conventional building. the Silo 2 
building was awarded the highest rating of four-
Star green Star rating for a residential building.

further energy saving initiatives and efficiencies 
on the precinct have resulted in the V&A achieving 
Heritage Environmental gold status, as well as 
winning both the ESkoM EtA award and the 
City of Cape town award for corporate energy 
efficiency.

the V&A Waterfront is currently recycling 
approximately 52% of their waste or 200 tons  
per month, a saving of r900 000 per annum.  
Energy saving projects in excess of r30 million 
were undertaken.
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Average lease periods negotiated are five years and combined with 
escalations in excess of 8% are indicators of growth to come.

the industrial and hotel portfolio stands at a 0% vacancy. Arrears 
remain within acceptable levels and monthly trading levels closed 
at 5%.

prospects

in line with the strategy to continue to develop our undeveloped 
bulk and to deliver superior returns, there has been significant 
development activity at the V&A as a result of it being a premium 
location and destination.

We have committed to development in excess of r1 billion with  
fourteen active developments across the site.

our retail strategy incorporates providing a tenant mix to further 
enhance the appeal of the Waterfront to a broader public. there 
is strong demand from national retailers for additional space and 
for a larger footprint to address the needs of the local catchment 
area. the V&A has responded with the Cross Mall and pick n pay 
developments, which in total will add an additional 8 000m2.

the new Cross Mall links the two fashion malls on the upper level. 
this should improve circulation flow, as well as increase footfall 
within the link Mall. the space is predominantly pre let which 
includes a significant extension to the existing Edgars offering.  
the new mall is due to open before the Christmas trading period.

Work is well underway to create a new flagship pick n pay store in 
the basement of the Victoria Wharf. the store will be in excess of  
6 000m2 and also open before the Christmas trading period. As 
part of this development we shall construct a much needed tunnel 
link between Victoria Wharf and breakwater parking garages.

the existing pick n pay will be reconfigured and re-let in the early 
part of 2014. there is good interest from a number of retailers.

We have recently approved the r46 million redevelopment of 
Workshop 17 and the current blue Shed. in total this 4 000m2 
shed will be redeveloped in an exciting way to house both our craft 
and design activities and a new innovation Centre. the innovation 
hub, to be called Workshop 17, is a joint venture between the 
V&A and the graduate School of business and will be based on 
the renowned American Mit Media lab. the objective is not only 
is to assist small businesses with basic infrastructure and further 
create employment but also as a place of networking and growth. 
Simultaneously we will refresh and rehouse our design, craft and 
wellness activities, providing these small enterprise development 
businesses with a much improved working environment.

the strategy continues to build on 
premier office accommodation to  
blue-chip tenants, in a world class 
location. We have earmarked to roll out 
an additional 6 000m2 of A-grade office 
space per annum.

the residential to let market has opportunity for positive growth. 
research shows high demand for quality residential rental 
accommodation within the Waterfront and surrounding CbD 
areas. the V&A will embark on developing 245 apartments to let 
over the next two years. the first tranche of 104 apartments will 
come onto market in the first half of 2014 with the conversion of 
the portswood office building formerly occupied by Allan gray 
from commercial to residential. the second tranche is due to be 
on stream in the early part of 2015. these apartments will be 
located above the breakwater parking garage. this is in line with 
our strategy of encouraging a larger number of people to a place 
to “live, work, play and stay” in the V&A and create a truly mixed 
use environment. this will be a new income stream for the V&A 
Waterfront.

in addition, the V&A Waterfront continues to enhance the 
accessibility and connectivity within the precinct. initiatives 
include the extension of the existing boardwalk, as well as 
landscaping the entrance at grand beach.

for pedestrians and traffic, the first phase of the MyCiti bus route 
is due to be completed by Christmas of this year. in total there 
will be 14 stops within the V&A, including two trunk stations at 
the Victoria Wharf and Silo precinct. the irt stations will directly 
link the V&A with the airport, the Cape town CbD and table View 
areas which are key catchment areas for the V&A.

top 10 V&A 
tENANtS

Tenant

% of gross
monthly

v&a rental

1 Nedgroup investments 4.5

2 Allan gray 4.2

3 legacy Hotels 3.2

4 bp Southern Africa 3.1

5 Sun international Hotels 3.0

6 Woolworths Holdings 2.8

7 tourvest Holdings 2.7

8 Newmark Hotels 2.4

9 the foschini group 1.9

10 National Department of public Works 1.8

Total of Top 10 29.6
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While the outlook for retail sales and 
consumer confidence poses its challenges, 
the prospects for the V&A Waterfront 
remain positive. the underlying 
fundamentals of location, quality and 
mainly local foot count are present, 
together with a changing but strong mix of 
national and international offerings.

Affordability, specifically cost of 
occupancy, following the City’s recent 
assessment of the rates poses a challenge 
especially for our retailers in the short 
term. the impact of improving sales 
revenues, as well as footfall, combined with 
fewer renewals in the coming year, should 
assist in this regard. Upside potential will 
be delivered from the impact of the new 
developments, but this will only have a 
partial effect, in the coming year.

the objective is to maintain a retail 
vacancy below 1% in the Victoria Wharf 
and commercial vacancies to remain  
below 2.5%.

Escalation rates going forward have been 
negotiated at an average of 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 improve this situation.

v&a LeaSe expiRy % of GLa

Vacancy by June  
2014

by June 
2015

by June 
2016

by June 
2017

2017
beyond

2.5% 16.2% 12.0% 14.0% 13.8% 41.5%
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growthpoint owns 65.8% of growthpoint 
properties Australia limited (goZ), an 
Australian Stock Exchange (ASx) listed 
A-rEit that trades under the share code 
goZ.

  Australian Capital territory 
3.5%

  New South Wales 
11.0%

  queensland 
38.7%

  South Australia 
9.0%

  tasmania 
1.5%

  Victoria 
29.4% 

  Western Australia 
6.9%

our investment in goZ
goZ delivered stellar performance to growthpoint during the financial year to 30 June 2013 
with a total shareholder return of 35.2% in rand terms comprising an income return of 
11.8% and a capital return of 23.4%. total distributions received from goZ during the year 
amounted to r394 million. growthpoint South Africa increased its investment in goZ by 
reinvesting its distributions.

Distributions from goZ grew 10.2% in ZAr on a like-for-like basis making a strong 14.4% 
contribution to our overall distributable income. 

from the outset growthpoint communicated our goal to grow goZ, ensuring its market 
capitalisation and liquidity justifies inclusion in the various ASx indices. During the year, 
goZ exceeded its stated objective of growing its market capitalisation to AUD1 billion. 

growing its portfolio in line with this strategy, goZ completed property acquisitions of 
AUD83,0 million (r748,0 million) during the year in an increasingly competitive market.  
it also announced a further AUD60,2 million (r543,7 million) of acquisitions for the coming 
year. this will grow goZ’s portfolio to 47 properties valued at AUD1,8 billion (r16,0 billion). 

We will continue our strategy to grow goZ into liquidity while keeping outright control of 
this strategic holding. our goZ shareholding grew slightly from 64.5% to 65.8% because we 
elected to reinvest our distributions from goZ.

GoZ vaLue By GeoGRaphiC DiveRSiTy

timothy Collyer – Managing Director, goZ



Similar to South Africa, the Australian economy has experienced a 
slowdown in global economic activity, specifically because of market 
conditions in the far East. yet, it remains fundamentally a low-risk 
investment jurisdiction. goZ benefits from one of the longest 
weighted average lease expiries in the A-rEit sector at 6.8 years.  
its growth in distribution is set to continue at 3.1% per annum  
in AUD.

retail property in Australia remains expensive. goZ’s portfolio 
growth is likely to come from the office and industrial sectors, which 
offer the best value in this environment.

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 continue to apply a 
hedging strategy for income from goZ’s bi-annual distributions. 
this approach achieves two desirable results for growthpoint. it 
provides greater certainty on the rand value of distributions we 
will receive and, in turn, distribute to our linked unitholders. it also 
presents the opportunity to optimise rand revenue by hedging at 
favourable rates, where possible.

goZ remains a priority for growthpoint in the present environment 
and represents an excellent use of capital.

How goZ offers growthpoint and our shareholders value:

•	 	The	size	of	our	investment	in	GOZ	at	a	fair	value	of	R5,7	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

•	 	It	is	a	pure	Australian	investment	with	44	properties	located	
in all Australian states and its capital Canberra, with good 
proximity to key infrastructure, particularly CbDs, ports, airports 
and major arterial road networks

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

groWtHpoiNt 
AUStrAliA
property yields in Australia are 
attractive from a global perspective 
and have a positive spread relative 
to domestic borrowing costs. With 
the Australian official cash rate at a 
record low of 2.5%, and the outlook 
for interest rates to remain low for 
some time, higher yielding, well 
leased property investments will be 
sought after. 
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gE bUilDiNg, 572-576 SWAN StrEEt, riCHMoND, ViCtoriA
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kEy pErforMANCE ArEAS

2013 2012
increase/ 
(decrease)

gross property revenue (r’million) 1 419 1 011 408

property expenses (r’million) (159) (105) 54

Net property income (r’million) 1 260 906 354

property expense ratio (%) 11.2 10.4 0.8

Vacancies (%) 0.4 0.3 0.1

Arrears (r’million) 0,5 0,3 0,2

bad debt provision (r’million) – – –

Average net rental (AUD per m2/annum) 161 142 19

budgeted forward yield (%) 8.6 8.5 0.1

Average in-force escalation (%) 3.1 3.2 (0.1)

Weighted average lease period (years) 6.8 7.2 (0.4)

Asset value (r’billion) 15,1 13,1 2,0

Number of properties 44 41 3

glA (m2) 886 975 900 676 (13 701)

Value (excluding bulk) per m2 (r) 16 779 14 565 2 214

Capital expenditure (r’million) 681 831  (150) 

WorlD pArk, kESWiCk, SoUtH AUStrAliA



97Growthpoint Properties Limited Integrated Annual Review 2013

•	 	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	6.8	years	with	only	6.0%	of	
the industrial leases by gross rental expiring over the next three 
years and 28.0% of the office leases by gross rental expiring over 
the next three years

•	 Most	leases	are	on	a	fixed	annual	increase

•	 	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

•	 	GOZ	delivered	a	distribution	of	AUD18,3	cents	per	stapled	
security pre withholding tax for the year ended 30 June 2013 and 
forecasts distributable income for the coming year of AUD19,6 

to 20,0 cents per stapled security, of which it will distribute 
AUD19,0 cents. this represents a 3.8% growth in AUD on the 
current year

•	 	GOZ	is	internally	managed	by	Timothy	Collyer	(Managing	
Director) and his team from its Melbourne offices 

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

NortHCorp boUlEVArD, broADMEADoWS, ViCtoriA

As a company listed on the ASx, goZ publishes its own statutory 
reports which offer more details about the company and its 
results. this information is available at www.growthpoint.com.au 
and www.growthpoint.co.za.                      

                             

Market environment
there has been a slowdown in office demand and an increase in 
vacancy rates across most Australian markets over the last 12 
months whereas the industrial property market demonstrates 
growth in rents with supply largely matched by demand. goZ 
is well positioned with weighted average lease term (WAlE) 
of 7.9 years for the industrial portfolio and 5.7 years for the 
office portfolio, a rising rental income through fixed annual rent 
increases and minimal near-term lease expiries underpinning 
a stable and growing distribution to securityholders (including 
growthpoint).

property yields in Australia are attractive from a global 
perspective and have a positive spread relative to domestic 
borrowing costs. With the Australian official cash rate at a record 
low of 2.5%, and the outlook for interest rates set to be low for 
some time, higher yielding well leased property investments will 
be sought after. off-shore, domestic superannuation funds and 
wholesale funds, as well as A-rEits have been active buyers in 
the market and we expect this purchaser demand for institutional 
grade property to continue into fy2014.
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performance

office

goZ’s office portfolio continues to benefit from a long WAlE of 5.7 years as at  
30 June 2013. During fy2013, goZ successfully negotiated 15 757m² of office 
leases, amounting to 11% of the office portfolio (by glA). Eight new leases were 
entered into during fy2013 with a WAlE of 7.6 years extending the portfolio 
WAlE. A summary of the two largest leasing transactions can be seen in the table 
below. both of these transactions significantly de-risk future cash flows of the 
respective assets. the quality of goZ’s office assets has been further emphasised 
by this recent leasing success; quality tenants committing to long-term leases 
despite challenging leasing market conditions.

Tenant
peabody energy 
australia

westpack Building
Corporation

premises 42 Merivale Street, 
South brisbane

7 laffer Drive,  
bedford park

Net lettable area 5 762 m² 6 639 m²

Approximate annual rental AUD3,2 million AUD2,0 million

lease start 1 July 2014 23 July 2013 

term 10 years 5 years

Annual fixed reviews 3.75% Cpi (collar 3-5%) 

goZ successfully completed its two office building developments “fund through” 
at 1231 – 1241 Sandgate road, Nundah, queensland and 219 – 247 pacific Highway, 
Artarmon, New South Wales. both properties are 100% income producing and 
the major tenants are State government of queensland and fox Sports for the 
Nundah and Artarmon properties, respectively. both developments achieved  
five-Star green Star Design ratings and have attractive long-term leases.

the office portfolio experienced valuation growth over the year, primarily driven 
by recent leasing transactions and the successful completion of its “fund through” 
assets. the office portfolio aggregate value grew by 1.1% on a like-for-like basis 
from June 2012 to June 2013.

industrial 

goZ completed two of the most significant transactions of industrial property in 
New South Wales during the last financial year:

•	 	134	Lillkar	Road,	Goulburn	was	sold	at	the	end	of	January	2013	via	an	off	
market expressions of interest campaign. the sale price of AUD74,7 million 
was above the group’s AUD71 million book value for the asset. this regional 
distribution centre was sold on a market yield of 8%

•	 	The	Goulburn	property	was	replaced	with	three	predominantly	new	industrial	
properties in Erskine park; Sydney’s rapidly growing outer west industrial 
precinct. the three properties had a purchase price of AUD83,0 million, a 
combined WAlE of ten years and were acquired on a market yield of above 
8%. the buildings are all leased to linfox Australia and comprise a temperature 
controlled pharmaceutical warehouse (currently under construction); a truck 
maintenance facility and a warehouse/office facility including linfox’s NSW 
state office.

70 Distribution Street, 
larapinta, queensland

28 bilston Drive, Wodonga, 
Victoria

2 Horrie Miller Drive, perth 
Airport, Western Australia

Sandgate road, Nundah, 
queensland



99Growthpoint Properties Limited Integrated Annual Review 2013

GoZ LeaSe expiRy % of GLa

GoZ LeaSe expiRy % of GRoSS ReNTaL

Vacancy by June  
2014

by June 
2015

by June 
2016

by June 
2017

2017
beyond

2.5% 6.7% 7.7% 4.0% 12.9% 66.2%

– 1.4% 0.4% 4.4% 7.7% 86.1%

Vacancy by June  
2014

by June 
2015

by June 
2016

by June 
2017

2017
beyond

3.1% 7.7% 12.3% 5.2% 12.7% 59.0%

– 1.1% 0.6% 3.6% 5.4% 89.3%

90

90

70

70

60

60

80

80

50

50

40

40

30

30

20

20

10

10

0

0

 office  industrial

 office  industrial

%

%

goZ’s industrial portfolio began and 
ended fy2013 with 100% occupancy. 
3 Viola place, brisbane Airport 
became vacant during the year but 
was leased with only four months 
downtime (including the Christmas/
New year period) to  
Cargo transport for ten years. this 
property comprises a 3 431m² 
warehouse facility and was leased 
at AUD139/m² per annum, with 
fixed rent increases to the greater 
of 3.5% and Cpi and only a small 
incentive was payable. paper 
Australia exercised its option for a 
new six year lease of lots 2-4, 44-54 
raglan Street, preston, Victoria. the 
new rent to apply with effect from 
1 September 2013 is subject to the 
market rent review provisions of the 
lease. goZ also achieved significant 
rental uplifts following market rent 
reviews at  
29 business Street, yatala and  
75 Annandale road, Melbourne 
Airport.

Although not a developer, goZ 
has capacity to invest capital in 
expanding existing assets in response 
to demand from its tenants. At  
365 fitzgerald road, Derrimut, 
Victoria goZ delivered a 2 110m² 
warehouse extension for bridgestone 
Australia limited, which exercised 
its expansion rights under the lease 
in response to increased demand for 
warehousing space following closure 
of the company’s manufacturing 
facility in South Australia. the 
lease term was extended to expire 
seven years after completion of the 
construction works, meaning expiry 
date is now 5 March 2020;  
an extension of approximately  
1,2 years. the independent valuation 
of the property increased by  
AUD2,2 million from 30 June 2012 
to 30 June 2013 as a result of the 
AUD1,1 million expansion. goZ is 
also actively pursuing expansion 
opportunities offered by a number 
of its other industrial assets across 
Australia.
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proSpECtS
goZ’s directors have reaffirmed their guidance for the fy2014 distribution 
to security holders of AUD19,0 cents per security, 3.8% higher than fy2013, 
providing an attractive distribution yield of 7.9% to 8.2% based at recent pricing 
levels.

goZ’s property portfolio is performing well and goZ is positioned to continue 
the growth it has experienced in the last few years, should attractive investment 
opportunities arise.

office:

goZ will continue to seek opportunities within the office portfolio which increase 
the net income and improve the sustainability attributes within the portfolio. 
goZ’s 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. goZ is presently conducting two leasing campaigns over 
its 3 932 m² of vacant office space and remains confident that the quality of the 
available space should result in further leasing success in fy2014.

industrial:

goZ will continue to maximise returns from its existing assets based on excellent 
relationships with its existing tenants to respond to their often rapidly changing 
needs exemplified by the property expansion for bridgestone at Derrimut, 
Victoria. goZ is proactive in tenant retention to minimise any leasing downtime 
and maintaining high levels of occupancy. goZ increased its exposure to the 
New South Wales industrial market during fy2013, one of its stated objectives, 
and goZ remains keen to grow its presence in Australia’s most populous state. 
However, given its national presence, goZ is well placed to consider all suitable 
opportunities in the marketplace provided they meet goZ’s strict investment 
criteria: quality buildings leased to secure tenants on long leases.
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top 10 propErtiES by VAlUE
Building name Location Sector

value 
auDm

% of total 
GoZ portfolio

GLa June 2013 
m2

% of total 
GoZ GLa

1 70 Distribution Street queensland industrial  165 9.9  75 425 8.5

2 2 Horrie Miller Drive Western Australia industrial  115 6.9  80 374 9.1

3 333 Ann Street queensland office  110 6.6  16 554 1.9

4 219-247 pacific Hwy New South Wales office  87 5.2  14 496 1.4

5 1231-1241 Sandgate road queensland office  82 4.9  12 994 1.5

6 gE 2- 572-576 Swan Street Victoria office  75 4.5  14 660 1.7

7 28 bilston Drive Victoria industrial  73 4.4  57 440 6.5

8 120 Northcorp boulevard Victoria industrial  66 4.0  58 320 6.6

9 22 Cordelia Street queensland office  65 3.9  11 560 1.3

10 32 Cordelia Street queensland office  64 3.8  10 125 1.1

Total of Top 10  902 54.1  351 948 39.6

top 10 tENANtS
industrial tenants

Tenant

% of
industrial

gross
monthly

 rental

% of
portfolio 

rental

1 Woolworths limited 56 28

2 linfox 11 6

3 Star track Express 5 2

4 fletcher building (laminex) 3 1

5 Willow Ware Australia 3 1

6 paper Australia 2 1

7 the reject Shop 2 1

8 Arb Corporation 2 1

9 reward Supply Co 2 1

10 Exego 2 1

Total of Top 10 88 43

office tenants

Tenant

% of
office
gross

monthly
 rental

% of
portfolio 

rental

1 gE Capital finance Australasia 14 7

2 Commonwealth of Australia – DEEWr 9 5

3 Sinclair knight Merz 7 4

4 Energex 7 3

5 fox Sports 5 3

6 rungle limited 4 2

7 Macmahon Corporation 4 2

8 Downer Mining 4 2

9 Coffey international 4 2

10 Hydro tasmania Consulting 3 2

Total of Top 10 61 32
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SUpport 
SErViCES

“the skills, knowledge and dedication 
of our Support Services teams 
translated into effective and efficient 
delivery to our three property sectors. 
in the past year we have progressed 
significantly in ensuring collaboration 
between the various functions in the 
business. this in turn translated into 
creating additional capacity within 
our business to provide our tenants a 
superior quality service.”

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.

Estienne de klerk – Executive Director



103Growthpoint Properties Limited Integrated Annual Review 2013

Division objectives Key performance indicators highlights for fy2013

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

•	 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

•	 Payroll	and	administration	
processing

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

•	 	Growthpoint	certified	a	TOP	
Employer

•	 	Financial	and	retirement	planning	for	
staff

•	 	Employment	of	more	staff	from	
previously disadvantaged groups and 
improved gender representivity

•	 Roll-out	of	online	HR	system

learning and 
Development

Continuously seeking 
to increase employee 
performance, effectiveness 
and enrichment by 
implementing learning 
development and training 
initiatives, 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
•	 Performance	development	process

•	 R2,2	million	invested	in	learning	
and development activities, which 
represents 1.2% of payroll costs

•	 248	employees	trained
•	 On	average,	8.5	hours	of	training	

received by each employee
•	 Implementation	of	a	Business	

Administration learnership Nqf l4
•	 63.0%	of	our	employees	participated	

in a uniform structured development 
review process where fundamental 
aspects of performance were 
considered 

iNVEStEC bUilDiNg, SANDtoN
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Division objectives Key performance indicators highlights for fy2013

facilities Management 
and procurement

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

•	 Roll	out	standard	processes	for	
facilities in all regions

•	 Creation	of	same	competency	
baseline from which staff operate

•	 Standard	measurement	and	
transparency around bbbEE vendor 
selection and spend patterns, as well 
as vendor spend criteria based on 
bbbEE scorecard

•	 Reduction	of	number	of	vendors	
through standardisation

•	 Cost	stability	through	bulk	buying	
leverage

•	 Implementation	of	asset	register	for	
properties under management

•	 Delivery	against	budget	through	
implementation of Service level 
Agreement (SlA) management

•	 Mentorship	programme	for	facilities	
and building managers

•	 Handyman	training	completed
•	 Risk	related	training	completed
•	 Green	building	training	and	

implementation

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

•	 Ensuring	metering	equipment	
complies with regulatory 
requirements and functions correctly

•	 Implementing	energy	and	water	
efficiency across all sectors

•	 Exploring	and	implementing	
alternate energy sources, ”green 
energy” and energy security

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

•	 Energy	efficient	lights	installed	
across various buildings resulting  
in a saving per annum in excess  
of 4,5 million kWh

•	 241	bulk	check	meters	(162	on	
remote) installed

•	 Water	efficient	aerators	installed	
across 45 office properties with a 
projected savings of 13 750 kl per 
annum

•	 Achieved	a	Gold	status	on	the	
Carbon Disclosure leadership index 
(CDli) with a score of 95%

•	 Winner	at	the	2013	Nedbank	
Capital Sustainable business Awards 
(infrastructure and renewable 
Energy Category) for our lincoln on 
the lake rooftop Solar photovoltaic 
project 

•	 Two	rooftop	solar	projects	
implemented (44 kWp – lincoln on 
the lake and 96 kWp – infotech)
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Division objectives Key performance indicators highlights for fy2013

Corporate Marketing 
and Communications

•	 To	enhance	positive	
engagement with the 
growthpoint brand 
through targeted 
advertising, branding 
and stakeholder 
communications

•	 To	advance	the	brand	
through social media and 
digital communications

•	 To	maintain	and	uphold	the	
growthpoint brand and corporate 
identity 

•	 Together	with	the	sectors	identify	
opportunities in line with strategic 
objectives to promote growthpoint’s 
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

•	 Continue	to	break	the	technological/
communication barriers through 
the digital medium, including social 
media

•	 Enhance	client	relationships
•	 Support	of	the	property	industry	

though strategic sponsorships
•	 Be	accountable	to	our	stakeholders	

and provide them with information 
which is relevant, substantial, 
understandable and factual 

•	 	Media	publicity	in	excess	of	 
r54 million achieved

•	 Operation	Millionaire	is	now	in	its	
third year and is rapidly gaining 
popularity nationally as a broker 
incentive

•	 The	UNdeposit	product	was	
launched via an advertising and 
communication campaign with great 
success

•	 Successfully	executed	101	events	
•	 Established	a	Growthpoint	digital	

newsletter App for both internal staff 
and external clients 

•	 Committed	to	a	five	year	
sponsorship of the Durban rugby 
stadium kings park – now known as 
growthpoint kings park

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

•	 Ongoing	substantial	development	
of a new property and financial 
management system  with it 
software developer ifCA

•	 Commissioning	of	a	new	training	
centre for utilisation of training on 
the new ifCA application and for 
use by growthpoint’s learning and 
Development Division for training

•	 Implementation	of	new	hardware	
infrastructure resulting in server 
virtualisation increasing from 90%  
to 95% 

•	 Consolidation	and	upgrade	of	the	
internet resulting in reduced cost and 
increased bandwidth

•	 Relocation	of	corporate	websites	
to new hosting environment for 
better availability and increased 
performance

•	 Implementation	of	Cloud	Based	
Hosted ip telephony systems

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

•	 Redevelopment	of	entire	intranet	
and revamp of management reports

•	 Implementation	of	a	mobile	device	
management cloud based solution 
for the management of mobile 
devices

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

•	 Containment	of	IT	expenditure	at	
similar levels to fy2012 and fy2011
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CorporAtE SoCiAl iNVEStMENt

building on our progress in fy2012, we continued to support our communities in fy2013. 

growthpoint is committed to moving forward with our communities and during the year we 
invested nearly r11,6 million through our CSi initiatives. We have realised an 18.1% increase 
in total expenditure from the previous year. this has allowed us to reach more communities 
through various projects with an aggregated increase across our categories. Spend on 
education has increased by over r420 000 from the previous year, while infrastructure 
development increased by nearly r1 million. 

local and international goals mandated by our government, the United Nations global 
Compact principles and the organisation for Economic Co-operation and Development 
drive our social empowerment. We achieve our aims chiefly with enterprise development, 
education and skills development within the property sector.

CorporAtE SoCiAl 
iNVEStMENt
being responsible global citizens is 
intrinsically linked to our long-term 
sustainable impact. 

Shawn theunissen – Head of Corporate Social investments

  Entrepreneurship 
40%

  Education 
24%

  Subsidies 
6%

  infrastructure 
28%

  Ad hoc 
2%

CSi expeNDiTuRe CompaRiSoN



109Growthpoint Properties Limited Integrated Annual Review 2013 109Growthpoint Properties Limited Integrated Annual Review 2013

business  

development support

•	Self	development

•	Compliance

•	Operations

•	Growth	strategy

Access to finance  

– bankability of business

•	Understanding	financial	management

•	Overview	of	financial	products	available

•	Referral	to	financial	partners

Access to markets  

– business linkages

•	Industry	insights	from	property	experts

•	Invitations	to	Requests	For	Proposals	 

(rfps), tenders

•	Industry	specific	mentorship

While South Africa’s entrepreneurship 
opportunity-driven rates have increased, 
the total Early Stage Entrepreneurial 
Activity (tEA) of 7.1% of the population 
is significantly below the average of 
efficiency driven countries. 

it is undeniable that small businesses continue to be economic 
catalysts. Although entrepreneurship is encouraged, many small 
and medium enterprises lack holistic support in pursuing markets 
and remaining sustainable.

growthpoint’s enterprise development initiative, property point is 
entering its fifth year and continues to deliver a measurable impact. 
Since our previous report, we’ve seen a 17.5% year-on-year revenue 
growth from businesses on our programme and have cumulatively 
unlocked market opportunities to the value of r186 million.

participants receive formal business development support for two 
years. Most importantly, property point offers these businesses 
procurement opportunities through established networks within 
growthpoint. 

property point
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key achievements 

Key indicator
2009 – 2010

achieved
2010 – 2011

achieved
2011 – 2012

achieved
2012 – 2013

achieved
Cumulative 

total

Value of contracts accessed by SMEs (r million) 13 24 82 67 186

Cumulative number of direct full-time and 
sustained jobs created

200 216 421 492

While embracing success in the programme, challenges faced include compliance levels and a general lack of sound governance practices. 
We address these with an integrated support programme to help beneficiaries with proper governance structures and growth plans.

property point case study – tSk Construction

thuso koboyatau, Johan oelofse and thato Setati started tSk Construction 
wanting to build their own empire. their construction business specialises 
in building maintenance, fit-outs and tenant installations. “We want to be a 
sustainable company known for our quality service and the value we add,” says 
thuso. “it’s hard work but the journey is worth it.” 

 While having aspirations to grow, tSk didn’t have the capacity to successfully 
attain this. 

property point offered the tSk team one-on-one mentorship, covering areas 
customised to their needs, like financial management, legal compliance and 
governance. Combined with mentorship and training, we helped tSk put in place 
proper legal contracts with staff and suppliers and established a board of directors 
with independent non-executive directors. Although the company was bankable 
it battled to access funds for its expansion plans. property point assisted tSk to 
secure a loan for r250 000 through a major bank. tSk Construction has also 
secured procurement contracts with growthpoint. 
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growsmart 

“An investment in knowledge pays the 
best interest” – benjamin franklin

Since 2010, 200 000 learners from schools across the Western 
Cape have experienced growsmart, our literacy initiative. through 
this programme we engage communities, government and learners 
to help create awareness about the importance of literacy. 

“you may never begin to realise the 
impression this competition will have 
on the lives of every single child who 
ever participated in it. for several it 
may be a gratifying story to tell their 
children someday, for others it may be 
the incentive to becoming a distinguished 
orator, novelist, educationalist, leader … 
the list is endless” – portia Smit, Senior Education 

Specialist, Western Cape Education Department

the competition finals are on international literacy Day each year. 
this year, the three winning schools received improvements to 
their buildings worth over r830 000. the top three learners were 
awarded educational backing of r20 000 each, as well as laptops, 
stationery and educational software. A further learner received a 
bursary to Christel House South Africa, an independent school for 
children from disadvantaged communities. So far, the school has 
accepted three growsmart learners.

Since the start of the programme, we’ve received overwhelmingly 
positive feedback. it’s clear the programme has a significant 
impact on classroom teaching and learning behaviour. growsmart 
newspapers are available for everyone to download at 
 www.growsmart.org.za.                                                             

“bonteheuwel (like many of the other 
communities in our programme) is 
a community rife with gangsterism, 
drugs, teenage pregnancies, school 
dropouts, unemployment and poverty. 
in a township such as ours, the culture 
of learning is dying out. this literacy 
competition is a great opportunity to 
encourage learners to start reading and 
want to do well at school and in their 
communities. i want to commend you  
for your generosity and the faith you 
show in our children and their abilities.  
i wish there were more companies such as 
growthpoint.” – Nadia Mayman, parent of learner 

in bergsig primary School

Social infrastructure development
the Department of Social Development has listed priorities and 
targets for increasing the livelihood of the South African society. 
Among these are caring for and protecting vulnerable groups, 
supporting and strengthening community interventions that foster 
social cohesion and transforming social relations. through our 
resources growthpoint supports several community development 
initiatives. 

Afrika tikkun 

Afrika tikkun’s Zolile Malindi Community Centre in Mfuleni, 
Western Centre officially opened on 19 July 2013. the centre 
focuses on early childhood development, youth development and 
family support. the programme is equipping over 800 enrolled 
youth to embrace life. 

NumBeR of LeaRNeRS ReaCheD

2010

28 000
2011

42 000
2012

60 000
2013

70 000
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“the multi-purpose hall funded by 
growthpoint is a wonderful asset for 
our centre and for the community of 
Mfuleni. it’s used all the time. We thank 
growthpoint most sincerely” – ruth kirkland, 

Development Executive

Hudson primary

learners at Hudson primary are more engaged with their science 
and technology studies through the centre completed in 2012. 
We look forward to witnessing the success of this school’s young 
leaders. 

genesis trust

the genesis trust offers social, health and youth activities for 
the Mkholombe, bobhoyi, Merlewood and Marburg communities 
in kwaZulu-Natal. We contributed r3,4 million and professional 
support to build the Marburg Community and youth Centre. 
Here young people gather to have fun, learn practical skills, be 
encouraged and develop personal networks that will help them in 
the future. this includes computer training, entrepreneurial skills 
and practical training like woodwork and crafts. this five-year 
construction project will be completed in September 2013 and is 
making a tangible impact in its community.

progressive primary Music Enlightenment project

“the space allows our kids to experience 
in a minimal way what a larger dream can 
look like” – yemi olubukola, Music Enlightenment 

project

this project engages with Johannesburg inner-city children on a 
physical, intellectual and emotional level. While making significant 
progress, the project faced deteriorating conditions at their dance 
and music classrooms. growthpoint helped renovate these spaces 
which also enabled the project to include more children. 

reach for A Dream foundation

growthpoint helped make five children’s dreams come true with 
reach for a Dream foundation. Children faced with life-threatening 
illnesses have the opportunity to experience a day filled with their 
heart’s wishes. the programme provides emotional support that 
builds family morale and inspires children to continue dreaming.

Dad fund

Shaping the future of young women with first-hand knowledge, 
access to information and volunteer programmes is at the heart 
of Dad fund. growthpoint believes in empowering young women 
and supports Dad fund’s Dream girls international outreach which 
helped mentor 42 girls from Johannesburg. 

rental subsidies
growthpoint provides “space to thrive” for non-government 
organisations (Ngos) by offering them rental subsidies that help 
free up their resources to benefit our communities. 

field Band foundation 

“growthpoint has really helped us to scale 
deeper and to scale higher… [although] 
most corporations don’t like funding 
Ngo administration, growthpoint has 
ploughed into it and we now have a new 
structure, better operations and better 
training” – ivy Chamboko, National Communications 

& fundraising Manager at field band foundation

opera africa benefits from centrally-located offices that ease its 
logistics while furthering the professional growth of talented artists 
from previously disadvantaged communities. 

education africa has directed more funding to its 11 projects, 
including scholarships for students and distributing academic 
material to under-resourced schools. 

Childline South africa’s kwaZulu-Natal head office can provide 
better support to other provincial offices that offer social services 
to children and families across the country.

Stop hunger Now has a base to manage this feeding scheme that 
feeds around 8 000 children in 10 areas around gauteng. 

bursaries
our bursary programme pursues potential. the National 
Strategic plan 2013/2017 targets one million increased learning 
opportunities, as well as growing further education graduation rates 
by 25%. this year we contributed some r240 000 to educating 
students studying property-related qualifications. 

“being female in the male dominated field 
is difficult, but it will be an honour to get 
a degree in Construction Management… 
it is a great opportunity that growthpoint 
is giving me…i really appreciate it”  
– bavisha keshav, Wits University student, bSc in 

Construction Management Studies
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JSE 2013 SoCiAl rESpoNSiblE iNVEStMENt 
(Sri) iNDEx oVErViEW of rESUltS

overall result

in

environmental

Result impact policy Systems Reporting

best practice low Met Met Met

Social

Result Number of core indicators (total possible = 39) Number of desirable indicators (total possible = 49)

Met  35  27

Governance & Related Sustainability Concerns

Result Number of core indicators (total possible = 32) Number of desirable indicators (total possible = 33)

Met 32 31

Climate change

best performance level

HAlo (Helping And loving others)
teamwork is our value driver in growthpoint’s staff CSi 
engagement project, HAlo, because we understand that “many 
hands make light work”. our employees are committed to uplift 
their local communities. through various need-focused projects 
our staff members have concentrated their time and energies 
to help families and organisations by supplying clothing, food or 
funding. organisations to benefit include kidney beanz, guide Dogs 
South Africa, potato foundation and Hospice. 

future plans
We aim to continuously improve our social impact in the 
communities in which we work and live. We are therefore 
developing an assessment tool to measure the social impact we are 
having through our CSi funding. 

for the period of reporting we’ve faced no issues of non-
compliance, fines and prosecution through our engagement in 
community support projects. 

JSE Socially responsible investment index
growthpoint is included in the JSE Sri (Socially responsible 
investment) index for the fourth consecutive year.

transformation 
our commitment to economic transformation is realised through 
efforts to contribute meaningfully to broad-based economic 
empowerment. 

growthpoint has this year achieved a level 5 rating on the property 
Sector transformation Charter. We continue to score full points for 
our efforts relating to enterprise development and socio-economic 
development. given the continuous developments and growth in 
our business, we envision an improvement in our overall score for 
the next financial year.  
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CorporAtE goVErNANCE

CorporAtE 
goVErNANCE

roland krabbenhöft – Company Secretary 

philosophy 
the provisions and principles of the king iii report and Code, introduced on 1 March 
2010, have been followed for annual reporting since the voluntary application for fy2010 
reporting.

in addition to the king iii principles, specific, meritorious corporate governance criteria 
employed by growthpoint’s institutional investors are also considered and applied as 
required. the company’s board is 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 also entails ongoing improvement of 
structures, policies and practices implemented 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 have been aligned with the provisions of the Act since 2010. 

furthermore, growthpoint’s own statutes – and those of its subsidiaries – have been 
brought in line with requirements under the Act by way of special resolutions passed by 
the company’s linked unitholders at a special general meeting held on 28 June 2013. Where 
appropriate (viz in the case of growthpoint and its primary property-owning subsidiaries), 
the new Memorandum of incorporation (Moi) incorporates provisions relative to real 
Estate investment trust regulation (JSE listings requirements) and enabling legislation 
(tax Act). growthpoint’s Moi and relevant special resolution have been registered by the 
Companies and intellectual property Commission (CipC) but registration of those of the 
subsidiaries is still awaited.

progress against 2012 corporate governance assessment
the company has again completed a governance self-assessment by applying the institute 
of Directors’ (ioD) governance assessment tool, with a very satisfactory outcome (overall 
rating: AAA – highest accreditation).

the company applies the principles of the king iii Code (Code) and, as previously reported, 
has aligned the board Charter and Committee terms of reference with both the Code and 
the Act. During the year, there has been ongoing improvement of structures, policies and 
practices that enhance ethical conduct and corporate governance. 



117Growthpoint Properties Limited Integrated Annual Review 2013

Governance element application of King iii principles

1.  Ethical leadership 
and corporate 
citizenship

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,	under	the	auspices	of	the	Social,	Ethics	and	

transformation 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

2. boards and directors the board:
•	 acts	as	the	focal	point	for,	and	custodian	of,	corporate	governance
•	 recognises	that	strategy,	risk,	performance	and	sustainability	are	inseparable
•	 ensures	that	the	Audit	Committee	is	effective	and	independent
•	 ensures	the	internal	audit	function	is	effective	and	risk-based
•	 ensures	that	it	acts	in	the	best	interests	of	the	company
•	 is	responsible	for	the	governance	of	risk,	including	information	technology	risk	
•	 	ensures	that	Growthpoint	complies	with	applicable	laws	and	considers	adherence	to	non-binding	rules,	

codes and standards
•	 	would	consider	suitable	business	rescue	or	other	turnaround	proceedings	if	necessary
•	 ensures	that	the	roles	of	Board	Chairman	and	the	company’s	Chief	Executive	Officer	are	separated
•	 	ensures	the	Chairman	is	an	independent,	non-executive	director	whose	role	is	defined	by	the	Chairman’s	

Charter
•	 	annually	elects	the	Chairman	of	the	Board	and	committees,	save	for	the	Audit	Committee	whose	Chairman	

is elected at annual general meetings (AgM) and would also deal with the succession of the Deputy 
Chairman if necessary

•	 	together	with	the	Chairman,	should	consider	a	tolerance	level	for	the	number	of	his	outside	chairmanships
•	 appoints	the	Chief	Executive	Officer
•	 	includes	a	Financial	Director	in	a	full-time,	executive	capacity,	in	accordance	with	JSE	Listings	Requirements
•	 	implements	and	periodically	reviews	an	effective	succession	plan	for	executive	management	via	the	

remuneration Committee, monitored for this purpose by the risk Management Committee 
•	 	works	within	an	established	framework	for	effective	delegation	of	authority
•	 	maintains	a	balance	of	power,	with	a	majority	of	largely	independent	non-executive	directors

the company 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 requirements.
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Governance element application of King iii principles

2.   boards and directors 
(continued)

the board:
•	 	appoints	directors	by	involving	the	whole	Board,	with	assistance	as	required	from	the	Nomination	

Committee, through a formal process governed by the Nomination Committee’s terms of reference and by 
the company’s Moi 

•	 ensures	induction	and	development	of	directors	is	conducted	through	a	formal	process
•	 	is	assisted	by	a	competent,	suitably	qualified	and	experienced	Company	Secretary	who	is	not	a	director	and	

who maintains an arm’s-length relationship with the board (formal assessment performed by the board in 
May 2013)

•	 	performs	self-evaluation	of	the	Board	and	its	committees	annually,	with	formal	feedback.	Directors	are	
not individually assessed but the board and committee self-assessment gives members the opportunity to 
comment on the performance and contribution of their colleagues

•	 	delegates	to	well-structured,	appropriately	constituted	committees	without	abdicating	its	own	
responsibilities

•	 	applies	the	governance	framework	to	Group	subsidiaries	and	their	boards
•	 	ensures,	via	the	Remuneration	Committee’s	recommendations	(based	on	expert	outside	opinion)	that	

directors and executives are remunerated fairly and responsibly
•	 	ensures	that	remuneration	of	the	directors	is	disclosed	individually
•	 	obtains	approval	from	shareholders	at	each	AGM	for	the	Board	to	determine	directors’	fees	for	the	next	

financial year
•	 	would	ensure	where	necessary	the	number	of	total	directorships	held	by	non-executive	directors	will	be	in	

line with king iii guidelines
•	 	asks	shareholders	at	the	AGM	for	a	non-binding	vote	of	approval	of	Growthpoint’s	remuneration	policy
•	 	reviews,	via	a	process	conducted	annually	by	the	Chairman,	the	independence	of	non-executive	directors	

including those whose service exceeds nine years
•	 ensures	the	removal	of	a	director	without	shareholder	approval,	in	terms	of	Section	71(3)	of	the	Act,	is	

incorporated into the company’s Moi adopted by special resolution passed on 28 June 2013 and registered 
on 23 July 2013

3. Audit Committees the Audit Committee:
•	 	is	effective	and	independent,	and	ensures	that	its	members,	including	the	Chairman,	are	suitably	skilled	and	

experienced non-executive directors
•	 	oversees	the	Group’s	integrated	reporting	and	reviews	the	disclosure	of	sustainability	issues
•	 	satisfies	itself	annually	of	the	expertise,	resources	and	experience	of	the	company’s	finance	function	and	of	

the financial Director’s suitability
•	 	oversees	the	internal	audit	function,	receives	internal	audit	reports	at	each	of	its	quarterly	meetings	and	

approves the annual internal audit plans
•	 	plays	an	integral	role	in	the	Group’s	overall	risk	management	process
•	 	specifically	oversees	financial	reporting	risks,	internal	financial	controls,	fraud	risks	as	it	relates	to	financial	

reporting, and it risks as it relates to financial reporting
•	 	recommends	the	appointment	of	the	external	auditor	and	oversees	external	audits
•	 	approves	and	implements	a	policy	for	non-audit	services	provided	by	the	external	auditor
•	 	engages	external	specialists	on	material	sustainability	and	integrated	reporting	aspects
•	 	reports	quarterly	to	the	Board	and	annually	to	shareholders

4.   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	10	(or	more	as	might	be	relevant)	key	risks	identified	annually	by	executive	management	

and regularly reviews risk assessments
•	 	ensures	the	effectiveness	of	the	risk	management	process
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Governance element application of King iii principles

5.   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	IT	internal	audits	are	performed	

periodically by qualified and experienced outside parties

6.  Compliance with 
laws, rules, codes 
and standards

the board:
•	 	ensures	that	the	company	complies	with	applicable	laws	and	considers	adherence	to	non-binding	rules	and	

codes
•	 	makes	compliance	a	standing	item	on	the	Risk	Management	Committee	agenda
•	 	recognises	that	compliance	is	an	ethical	imperative
•	 	acknowledges	that	compliance	risk	is	an	integral	part	of	Growthpoint’s	risk	management	process
•	 	ensures	effective	compliance	frameworks	and	processes	are	in	place
•	 	ensures	that	compliance	officers	are	well-qualified,	and	have	ongoing	interaction	with	the	Risk	

Management Committee and/or executive management on compliance matters
•	 	has	a	working	knowledge	of	applicable	laws,	rules,	codes	and	standards,	as	well	as	the	potential	impact	on	

the company and its business

7.   internal audit •	 The	Board,	via	the	Audit	Committee,	ensures	that	internal	audits	are	effective	and	risk	based
•	 The	Internal	Audit	Charter	is	approved	and	periodically	reviewed	by	the	Audit	Committee
•	 The	Head	of	Internal	Audit	and	Risk	Management	reports	to	the	Audit	Committee	quarterly,	on	the	design	

and operating effectiveness of the company’s internal controls
•	 Internal	audit	is	strategically	positioned	to	achieve	its	goals
•	 The	internal	audit	function	is	appropriately	resourced	for	the	complexity	and	volume	of	work	required
•	 	The	Head	of	Internal	Audit	and	Risk	Management	has	a	standing	invitation	to	attend	Executive	

Management Committee (Exco) meetings

8.   governing 
stakeholder 
relationships and 
dispute resolution

•	 	The	Board	recognises	that	stakeholder	perceptions	can	affect	the	company’s	reputation	and	seeks	to	
ensure the equitable treatment of all stakeholders

•	 Management	proactively	deals	with	stakeholder	relationships	by	balancing	various	stakeholder	interests	
appropriately and in the company’s best interests

•	 The	Board	ensures	that	disputes	are	resolved	as	effectively,	efficiently	and	expeditiously	as	possible
•	 Where	necessary,	resolution	of	both	internal	and	external	disputes	relies	on	the	Association	of	Arbitrators	

of SA. Employees involved in any such process will be assisted by the company’s legal advisors
•	 Communication	processes	and	policy	for	interaction	with	media	and	stakeholders	are	approved	by	the	

board

9.   integrated reporting 
and disclosure

•	 The	Board	is	responsible	for	the	integrity	of	the	company’s	integrated	report,	with	the	assistance	of	the	
Audit Committee

•	 Annual	sustainability	reporting	and	disclosure	is	overseen	by	the	Audit	Committee
•	 Compliance	with	the	Global	Reporting	Initiative,	as	well	as	the	formal	guidelines	on	sustainability	reporting	

by the integrated reporting Committee of South Africa (irC), is assessed internally and externally

A complete register of the application of the king iii principles can be found on the company’s website.
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board of Directors

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 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 under review and as at the date of issue of this 
report, growthpoint had a unitary board comprising 16 directors in 
total: three executive directors and 13 non-executive directors, 9 of 
whom 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 in issue on 
30 June 2013 are set out in the Directors’ report to the Annual 
financial Statements (AfS). 

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 
Audit Committee provides, as a standing item on the agenda of 
regular meetings, for combined or separate closed sessions with 
management, external auditors and the internal auditor to be held 
after every meeting as and when necessary.

A self-evaluation exercise of the board and its committees is 
conducted annually, with formal feedback at subsequent board 
and committee meetings. Directors are not individually assessed 
but the board and committee self-assessment gives members the 
opportunity to comment on the performance and contribution of 
their colleagues

the king iii report recommends that the independence of 
non-executive directors serving more than nine years be assessed. 
the Chairman has, during the year, reviewed the status of all of the 
non-executive directors in separate discussion with each of them, 
including the following directors, who are regarded as independent 
in terms of the JSE-applied definition of independence as contained 
in the king iii report and whose tenure exceeds nine years:

Name of director
year of

 appointment 

Number of
 years in

service

pH fechter 2003 10

JC Hayward 2001 12

HS Herman 1995 18

Cg Steyn 2001 12

JHN Strydom 2003 10

fJ Visser 2003 10

Mr Jf Marais (Chairman), in respect of his own tenure (year of 
appointment: 2003 – number of years in service: 10), 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 fy2013, goZ reported to growthpoint’s risk Management 
Committee on the applicability of the king iii principles to its 
governance policy, as well as additional parameters required by 
Australian law. 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, risk and Compliance Committee: Ek de klerk
Nomination, remuneration and Hr Committee:  
lN Sasse (Chairman) and Jf Marais
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re-election of directors and
new appointments
Directors to be re-elected are those longest in office and those 
appointed by the board 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 
financial Statements. the board, through the Nomination 
Committee, recommends (or not), as the case might be, retiring 
non-executive directors for re-election or election at the AgM.

Executive directors may be part of the process of evaluation, but are 
not involved in the final decision making.

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. 

Executive directors are, in terms of growthpoint’s Moi, not subject 
to retirement by rotation at the AgM. this is in line with king iii 
recommended best practice, which is endorsed by the ioD and 
supported by the JSE for South African listed companies.

Attendance at meetings
the board meets quarterly and on an ad-hoc basis, if required. the 
quorum requirements of growthpoint’s Moi 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 fy2013 are set out 
below. board members are encouraged to serve on at least two 
board committees.

five scheduled plus two ad-hoc special board meetings were held 
during fy2013, including the directors’ annual strategic conference. 

the Nomination Committee did not meet during fy2013. 
Appointments of new directors were handled by the board as 
a whole – in respect of Mr g Völkel (financial Director) upon 
recommendations by management and members of the Nomination 
Committee, Chairmen of various committees and the Audit 
Committee; and in respect of Mr Mngconkola, upon nomination by 
the public investment Corporation (SoC) limited (piC).

one of the four scheduled property Committee meetings in 
fy2013 was cancelled and one ad-hoc special meeting was 
arranged in february 2013.

in all cases in fy2013 where directors were unable to attend a 
meeting, the board or committee accepted their justified leave of 
absence. Messrs Völkel and Mngconkola commenced attendance 
of formal meetings in february 2013, following their respective 
appointments to the board.

Attendance at meetings

Director Board audit
Risk

 management property
Social 

and ethics Remuneration

Jf Marais 7/7 3*/4 4/4

Ek de klerk 7/7 5/6 3/4 4/4 4/4

Mg Diliza 6/7 3/4 4/4

pH fechter 7/7 6/6 4/4

lA finlay 7/7 6/6 4/4

JC Hayward 6/7 6/6 4/4

HS Herman 7/7 3/4 4/4

HSp Mashaba 7/7 4/4

S p Mngconkola** 3/4

r Moonsamy 7/7 4/4 4/4

Nbp Nkabinde 7/7 4/4 4/4

lN Sasse 7/7 4/4 4/4 4/4

Cg Steyn 7/7 6/6 4/4

JHN Strydom 6/7 6/6 4/4

fJ Visser 7/7 4/4 4/4

g Völkel*** 4/4 3/3 2/2 2/2 2/2

    * by invitation.
  ** Appointed 13 November 2012.
*** Appointed 1 february 2013.
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Dealings in the company’s 
shares (formerly 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/or Chairman if they intend to deal in growthpoint 
shares, 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 
shares 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 during 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 the AgM. the fees for 
fy2013 were approved at the AgM held on 13 November 2012. 

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 fy2014 were approved by the board on 27 August 
2013. these recommendations will be presented at the AgM to be 
held on 12 November 2013. At the same time, shareholders will 
be asked to approve, by way of a non-binding vote, the company’s 
overall remuneration policy for the coming year. the remuneration 
report containing this information is included in this integrated 
review.

Directors’ remuneration is disclosed in the AfS in line with the 
JSE listings requirements. the key performance areas by which 
directors and management are measured are also described in the 
remuneration report.

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. 

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
•	 	documenting	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 2013, 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 2013. the results of these assessments are 
available from the external auditors on request.

the Company Secretary
the Company Secretary, Mr rA krabbenhöft, was formally evaluated 
by the directors during the financial year and has been found to be 
suitably competent, experienced and qualified for his position. the 
evaluation followed the format of the questionnaire suggested in 
king iii. the Company Secretary holds a fellowship with Chartered 
Secretaries Southern Africa (1993) and the Chartered institute 
of business Management (1993) and a Diploma in Corporate 
governance (rAU – 1997), and has been involved as a Company 
Secretary and group Company Secretary of listed companies since 
1987. He is not a director of the company but a full-time employee 
and he maintains an arm’s length relationship with the board and 
directors of the company.
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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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the directors abide by a written Code 
of Ethics that forms part of the board 
Charter. 

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 fy2013, 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 terms of reference of every board committee were 
reviewed in 2012 and are aligned with the king iii report and Code, 
the JSE listings requirements where applicable and the Act.

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.
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the committee meets quarterly with ad hoc meetings arranged as 
and when necessary, such as the review of AfS and iAr.

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
•	 	AFS	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.

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 fy2013 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 AfS.

risk Management Committee
the risk Management Committee comprises five 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 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 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. 



126

Corporate governance and risk Management

CorporAtE goVErNANCE CoNtiNUED

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.	

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 took 
on the statutory duties of a social and ethics committee with 
effect from 1 May 2012. the terms of reference were amended to 
incorporate the functions prescribed by the Act.

the committee comprises five (four during fy2013) 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 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)
Exco 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. budget 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	redevelopments
•	 	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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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	IAR	and	AFS
•	 	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 
fy2013. A detailed description of our stakeholder communication 
is available in the organisational overview section of this report.

IAR
18
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riSk MANAgEMENt
Managing risk to ensure a sustainable 
business is a necessity.

Steffen Nizetich – Head of internal Audit and risk Management
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PROPERTY SEcTORS
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risk management structure

iNtErNAl AUDit & 
riSk MANAgEMENt

fUND 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.
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IAR
31 Strategic intent

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 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 fy2013 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.
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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.

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 fy2013, 
in terms of its annual plan.

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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iNtErNAl 
AUDit

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 assists 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.
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