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Growthpoint Properties Limited (Growthpoint) is included in the JSE Top 40 index with a 
market capitalisation of R71.5 billion and an average of more than 154.6 million shares 
traded per month. The monthly average value traded for the year ended 30 June 2016 was 
R3.8 billion. Growthpoint owns and manages a diversified portfolio of 467 properties in 
South Africa, 58 properties in Australia through its 65.5% holding of Growthpoint Properties 
Australia (GOZ) and has a 50% interest in the properties of the V&A Waterfront, Cape Town. 
Our combined property assets are valued at R112.5 billion.
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About  
this report
Report scope and boundary
This report covers the period from 1 July 2015 to 30 June 2016 
(FY16) and provides an overview of the operations and performance 
of all businesses. This encompasses the South African businesses of 
Growthpoint Properties and its share in the V&A Waterfront and 
Growthpoint Properties Australia (GOZ).

Integrated reporting journey
Growthpoint first issued an integrated annual report (IAR) in FY10. 
The reports in subsequent years, as well as the current year, have 
evolved and been refined to reflect developments with regard to 
integrated reporting.

The development having the most significant impact on our 
reporting in more recent times has been the International Integrated 
Reporting Framework issued by the International Integrated 
Reporting Council (IIRC).

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.

Guiding principles
 ~ Strategy
 ~ Governance
 ~ Stakeholder responsiveness
 ~ Performance
 ~ Prospects

Materiality
The concept of “materiality” is fundamental to corporate reporting 
practice. To be effective, reporting 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 IFRS and the International Integrated Reporting Framework of 
the IIRC.

Growthpoint has determined that materiality can best be described 
as those issues that could substantively influence the assessment 
and decisions of shareholders and other stakeholders with regard 
to its ability to create value in the short, medium and long term.

In defining materiality for our IAR, 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.

Our vision – to be a leading 
international property company, 
providing space to thrive.

Our mission – we create value for all 
our stakeholders through innovative 
and sustainable property solutions.

Our values –

This report should be read in conjunction with: 
~ Group annual financial statements

~ Notice of annual general meeting
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GROUP ANNUAL FINANCIAL STATEMENTS 30 JUNE 2016

ANNUAL GENERAL MEETING: NOTICE AND PROXY FORM  
AND SUMMARISED AUDITED FINANCIAL STATEMENTS 30 JUNE 2016
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Available on our website www.growthpoint.co.za

Forward looking statements
The IAR contains certain statements that are forward 
looking. By their very nature, such statements cannot be 
considered guarantees of future outcomes as they are 
dependent on events and circumstances, the predictability 
of which is uncertain and not necessarily within the 
organisation’s control.
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Annual financial statements (AFS)
The statutory AFS are prepared in accordance with International 
Financial Reporting Standards (IFRS), the SAICA Financial Reporting 
Guides as issued by the Accounting Practices Committee, JSE 
Listings Requirements and the requirements of the Companies Act 
2008, as amended.

Integrated annual report (IAR)
Incorporating an overview of our organisation, performance reviews, 
key matters, sectoral reviews, governance and risk management.

The IAR should be read together with the statutory AFS which, 
combined, provide a complete overview of Growthpoint’s 
performance and prospects.

Annual general meeting (AGM) notice
The booklet containing the AGM notice also includes the 
summarised audited AFS for FY16, and relevant extracts from the 
IAR supporting the notice and report to shareholders by the Social, 
Ethics and Transformation Committee. 

Assurance
Growthpoint has a combined assurance model to enable its Audit 
Committee to express the view that it is satisfied that suitable 
assurance has been obtained for all material statements made in 
the IAR.

The “Draft King IV Report on Corporate Governance for South 
Africa 2016” was utilised to facilitate the assessment of assurance 
with specific regard to integrated reporting. Utilising the approach 
in this report as a basis, the following lines of assurance have been 
identified:

First line of assurance: 
 ~ Line functions that own and manage risk and opportunity.

Second line of assurance: 
 ~ Specialist functions that oversee risk and opportunity.

Third line of assurance: 
 ~ Internal assurance providers that provide objective assurance.

Fourth line of assurance: 
 ~ External assurance providers. (Not currently utilised.)

Fifth line of assurance: 
 ~ Board committees.

While the IAR is not audited, it contains information from the AFS, 
on which an unmodified audit opinion has been expressed.

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 Audit Committee on 8 September 
2016, and is signed on its behalf by:

 
 
LA Finlay  LN Sasse 
Chairman of the Audit Committee Chief Executive Officer

Send us your feedback:
To ensure that we report on issues that matter to our 
stakeholders please provide any feedback and questions to:  
info@growthpoint.co.za.

Scan the QR code to gain quick access to our website:
 www.growthpoint.co.za

@growthpoint.com

http://www.youtube.com/growthpointlimited http://www.linkedin.com/company/growthpointlimited
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How we  
create value
Growthpoint has operated as a Real Estate Investment Trust (REIT) from 1 July 2013. 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 taxable dividend. 

Five-year journey of value creation

145% 
increase in  

property assets from  
R46.0 to R112.5 billion

147% 
increase in market  
capitalisation from  
R29 to R72 billion

40% 
rise in distribution  

per share from  
131.0 to 183.8 cents

R116 billion
in tangible assets

FY16 FY15 Change

Interim dividend 89.5 84.4 6%

Total final dividend 94.3 89.0 6%

Special dividend – 44.5

Final dividend 94.3 44.5

Total dividend 183.8 173.4 6%

REIT 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 are taxed as a 
dividend for income purposes, but are not exempt in terms of the 
usual dividend exemption and are accordingly exempt from dividend 
withholding tax. The dividends represent income in the hands of the 
recipient.

 ~  Distributions received by non-resident shareholders are not taxed 
as a dividend for income tax purposes as the dividends are exempt 
in terms of the usual dividend exemptions, but are, however, 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 shares and shareholders, please refer to 
the annual financial statements

 ~ We own a quality portfolio of 526 properties providing 
6.8 million m2 of retail, office and industrial space to 
leading South African and Australian businesses

 ~ Our total property assets were valued at R112.5 billion 
which includes 100% of Growthpoint Properties Australia 
(GOZ) and Growthpoint’s 50% interest in the properties 
of the V&A Waterfront

 ~ The 58 properties in GOZ were valued at R30.9 billion of 
which we own 65.5% 

 ~ Growthpoint’s 50% interest in the properties of the 
V&A Waterfront was valued at R7.8 billion

 ~ The 467 properties in RSA (excluding the V&A Waterfront) 
were valued at R73.8 billion

 ~ During FY16, we generated distributable earnings of 
R5.1 billion

 ~  We employ 657 people in three regional offices and at 
various properties in RSA

 ~ GOZ and the V&A Waterfront are independently 
managed, each having their own staff complement
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It is the most prevalent structure for investment in property in international jurisdictions.  
As investment in listed property continues to globalise, the REIT structure has become a 
recognised international standard.

40% 
increase in the  

share price from 1 831  
to 2 568 cents

201 
new employees  

recruited or acquired in the  
past five years

129 
new properties 

were purchased and acquired 
since 2011

Our earnings are generated from our property portfolio’s rental stream. We distribute 100% 
of our revenue profits twice a year in the form of dividends. These regular distributions should 
continue to provide sustainable annuity income.

Delivering sustainable growth

 +7.2% CAGR

Increase of 6% on FY15

Providing capital appreciation 
over the long term

 +2.8% CAGR

Decrease of 3% on FY15

Growing a portfolio of quality 
assets and investments

 +20.9% CAGR

Increase of 12% on FY15
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Organisational  
overview

The power of us

VALUE 1

Collaborate. Engage.  
Get involved. Do your bit. Be part of 

something bigger. Be who you are. 
Celebrate the diversity of those around 

you. Respect them. Support.  
Find solutions. Spark. Share.  

Strive towards a common goal. Make it 
happen. Together.

Organisational overview

 8 Business model and value creation

10 Value added statement

12 Stakeholder engagement

14 Governance and management structure

15 Simplified ownership and legal structure

16 Board of directors

18 The Executive Committee
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Business model  
and value creation
Through our business model we create shareholder value, by providing growing and sustainable 
distributions.  We are pleased to have further extended our robust track record of uninterrupted 
growth in distributions to our shareholders.

Utility saving  
initiatives agreed 
to by over 80% of 

Office sector clients

  Financial 

 ~ Equity funding
 ~ Debt funding

  Manufactured 

 ~ Acquisitions
 ~ Major developments
 ~ Commitments

  Natural 

 ~ Sustainable development
 ~ Energy efficiency
 ~ Renewable energy
 ~ Utilities management

  Human 

 ~ Performance culture
 ~ Development and growth 
opportunities

 ~ Diversity
 ~ Education and awareness
 ~ Rewards

  Intellectual
 

 ~ Skills
 ~ Property knowledge
 ~ Reporting and communication
 ~ Industry participation

Moody’s rating of 
Aaa.za 

(national scale)

86.6% debt at 
fixed interest rate 

for RSA

R1.7 billion in 
equity raised  

from Distribution  
Reinvestment  

Plan

Engaged 657 staff 
in change agility 

and team  
effectiveness

Launch of new 
vision, mission  

and values

Best Reporting & 
Communication 

Award in the  
property sector

CEO recipient of 
1st SAPOA Life-

time Achievement 
Award

  Social 

 ~ Entrepreneurial and supplier 
development

 ~ Education
 ~ Social infrastructure
 ~ Skills development

Greenovate Awards 
reci pient of 2016 
SAPOA Innovative 

Development award

R34 million  
invested in solar 
energy projects

Corporate  
Social Investment 

expenditure  
increased to  
R21.8 million

Incubation of  
34 businesses

R840 million  
of acquisitions 

in RSA

R3.7 billion of 
commitments for 

the Group

R3.4 billion  
spend on B-BBEE 

suppliers

R420 million of 
development in  

the V&A  
Waterfront

58 875 individuals 
benefited from  

educational  
support

R2.4 billion of 
developments  

and capex  
in RSA

CAPITAL INPUTS TO OUR BUSINESS PERFORMANCE HIGHLIGHTS

All-in weighted 
average interest 

rate of 8.5%

Total Rewards 
Statements  

implemented for 
all staff

Integrated  
previous Acucap 
and Sycom staff 
into Growthpoint 

business

456 employees 
trained at a cost  
of R6.0 million

23 Green Star  
SA certified office 
buildings – largest 
portfolio in RSA

Installed solar 
capacity increased 

from 715kWp  
to 2 720kWp

Inclusion in  
the FTSE/JSE  
Responsible  

Investment Index

R3.4 billion of  
acquisitions by  

GOZ

Each staff member 
allocated 8 hours 
for community 

engagement
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BUSINESS MODEL OBJECTIVES KEY PERFORMANCE INDICATORS

   

Manage assets and  
invest the capital necessary  
to ensure properties are  
well maintained, and operate  
at optimum efficiency 

Grow income and  
distribute these as dividends 
to shareholders

Earn sustainable rental  
by providing quality  
accommodation to a large 
and diverse base of financially 
sound tenants secured by 
long leases

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

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

Own well-located  
investments comprising  
a quality portfolio  
of retail, office and  
industrial properties
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 ~ Seek suitable acquisition opportunities both 
locally and internationally which fit our business 
strategy

 ~ Maintain a limited development programme  
tailored to market risks and opportunities

	

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

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

 ~ Limit exposure to interest rate fluctuations by  
fixing rates over periods matching loan expiry  
profiles

 ~ Maintain a balance of a sectorally and  
geographically diversified portfolio of quality

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

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

 
 
 

 ~ Preserve and enhance the value of properties 
through ongoing maintenance, upgrading,  
refurbishment and enhancement

 ~ Use and grow 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

 ~ Provide the highest level of service to stakeholders  
 

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

 Business growth:
 ~ Gross asset base growth

	
	
 

 Financial management:
 ~ Loan to value ratio
 ~ Debt expiry profile
 ~ Interest rate hedging
 ~ Secured versus unsecured debt
 ~ Moody’s rating

 

 Business growth:
 ~ Gross asset base growth

 

 Business growth:
 ~ Gross revenue growth
 ~ Dividend growth in absolute terms

 

 Operational metrics:
 ~ Property expense to income ratio
 ~ Operating expense to income ratio
 ~ Overall vacancies
 ~ Total arrears (as a % of collectables)
 ~ Development of people, culture and 
values

 ~ Compliance
 ~ Overall management review
 ~ Industry participation

 

Growth in dividend per share:
 ~  Internal benchmark (budget)
 ~ Peer group benchmark

1

2

3

4

5

6
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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.

FY16
Rm

FY15
Rm

FY14
Rm

FY13
Rm

FY12
Rm

Revenue 10 570 8 322 6 959 6 215 5 519

Property and other expenses (1 170)  (990) (853) (815) (770)

Value added 9 400 7 332 6 106 5 400 4 749

Finance and other investment income 816 728 546 253 180

Wealth created 10 216 8 060 6 652 5 653 4 929

Shareholders 5 072 4 232 3 497 2 728 2 395

Providers of debt 2 710 2 215 1 802 1 820 1 710 

Government and regulatory bodies 941 747 602  469  363 

Employees 625 463 418 353 279

Minority interest holders 450 329 293 248 182

Reinvested in the Group (GOZ) 418 74 40 35 –

Wealth distribution 10 216 8 060 6 652 5 653 4 929
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Employees: 6.1%
Shareholders/linked unit holders: 49.7%
Minority interest holders: 4.4%
Providers of debt: 26.5%
Governments – direct taxes: 9.2%
Reinvested in the Group: 4.1%

Wealth created and distributed

FY12 FY13 FY14 FY15 FY16

R million

Wealth created and distributed
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Stakeholder 
engagement

Stakeholder Engagement with stakeholder Stakeholder contribution Meeting of stakeholder expectation
FY16
New initiatives

Investors  ~ Presentations including bi-annual result presentations
 ~ Roadshows 
 ~ Investor conferences
 ~ Pre-close calls
 ~ Site visits
 ~ JSE SENS announcements
 ~ Media announcements
 ~ Website
 ~ Surveys
 ~ Site visits
 ~ Webcasts
 ~ One-on-one meetings

The provision of financial capital to grow 
the business

Providing growing distributions on an annual basis with the 
objective of delivering sustainable, quality earnings that can be 
projected with a high degree of accuracy.
Providing investors with a secure investment underpinned by 
high quality physical property assets. 
Offering investors an investment opportunity with a strong 
management team who have a proven track record; that 
adheres to high levels of corporate governance and transparent 
reporting. 

 ~ A formal IR strategy driving a proactive approach to investor relations, incorporating 
all listed practices of stakeholder engagement; including a revamp of the investor 
relations section of the website

Employees  ~ Electronic communication
 ~ Intranet
 ~ Presentations 
 ~ Induction, training and development
 ~ Wellness days

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

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

 ~  Integration of Acucap and Sycom
 ~  Staff engagement in the values process
 ~  Total rewards statement

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

 ~  Introduction of a CRM system
 ~  Increasing uptake of UNdeposit option

Business partners – 
Suppliers

 ~ Request for Proposals (RFPs)
 ~ Preferential payment terms
 ~ Property Point’s enterprise development programme
 ~ B-BBEE preferential procurement 

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

 ~  Benchmarking tool developed to analyse operating costs against the market thus 
ensuring fair and market-related pricing

 ~  Successful appointment of Sector Head Facilities Managers optimising efficiencies 
via an established Facilities Management Centre of Excellence Forum

Government and
regulatory bodies

 ~ Formal responses on policy and regulation
 ~ Joint initiatives for industry solutions
 ~ B-BBEE scorecards
 ~ Employment equity reports
 ~ Tax returns
 ~ Workplace skills development plan

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

 ~  Engagement with the Department of Energy on energy-related matters

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

 ~  Broker incentive benefits broadened and enhanced

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

The timeous payment of interest and capital underpinned by 
a strong balance sheet and credit metrics that are well within 
covenants

 ~  Moody’s national scale rating of Aaa.za
 ~  Entered into new bank loans of R5.6 billion and new bond issues of R1.6 billion
 ~  Increase in unencumbered assets
 ~  Meeting with bond holders

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)

 ~ Member of European Public Real Estate Association (EPRA)
 ~ A member of the National Business Initiative

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

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

 ~  A senior manager was appointed to the board of SAPOA
 ~  Ongoing engagement through SA REIT Association with National Treasury on tax-
related matters

Communities  ~ CSI initiatives in general
 ~ CSI initiatives at our properties
 ~ Bursaries
 ~ Environmental initiatives
 ~ Involvement in city improvement districts

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

Impacting the communities in which Growthpoint operates in a 
positive manner

 ~  Facilitated an NGO collaboration workshop
 ~  Targeted measured outcomes for CSI
 ~  Community infrastructural improvement projects have been successfully delivered in 
partnership with Growthpoint’s strategic supply chain partners

 

Our stakeholder categories and our approach to engaging with each of them are presented below.
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Stakeholder Engagement with stakeholder Stakeholder contribution Meeting of stakeholder expectation
FY16
New initiatives

Investors  ~ Presentations including bi-annual result presentations
 ~ Roadshows 
 ~ Investor conferences
 ~ Pre-close calls
 ~ Site visits
 ~ JSE SENS announcements
 ~ Media announcements
 ~ Website
 ~ Surveys
 ~ Site visits
 ~ Webcasts
 ~ One-on-one meetings

The provision of financial capital to grow 
the business

Providing growing distributions on an annual basis with the 
objective of delivering sustainable, quality earnings that can be 
projected with a high degree of accuracy.
Providing investors with a secure investment underpinned by 
high quality physical property assets. 
Offering investors an investment opportunity with a strong 
management team who have a proven track record; that 
adheres to high levels of corporate governance and transparent 
reporting. 

 ~ A formal IR strategy driving a proactive approach to investor relations, incorporating 
all listed practices of stakeholder engagement; including a revamp of the investor 
relations section of the website

Employees  ~ Electronic communication
 ~ Intranet
 ~ Presentations 
 ~ Induction, training and development
 ~ Wellness days

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

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

 ~  Integration of Acucap and Sycom
 ~  Staff engagement in the values process
 ~  Total rewards statement

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

 ~  Introduction of a CRM system
 ~  Increasing uptake of UNdeposit option

Business partners – 
Suppliers

 ~ Request for Proposals (RFPs)
 ~ Preferential payment terms
 ~ Property Point’s enterprise development programme
 ~ B-BBEE preferential procurement 

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

 ~  Benchmarking tool developed to analyse operating costs against the market thus 
ensuring fair and market-related pricing

 ~  Successful appointment of Sector Head Facilities Managers optimising efficiencies 
via an established Facilities Management Centre of Excellence Forum

Government and
regulatory bodies

 ~ Formal responses on policy and regulation
 ~ Joint initiatives for industry solutions
 ~ B-BBEE scorecards
 ~ Employment equity reports
 ~ Tax returns
 ~ Workplace skills development plan

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

 ~  Engagement with the Department of Energy on energy-related matters

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

 ~  Broker incentive benefits broadened and enhanced

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

The timeous payment of interest and capital underpinned by 
a strong balance sheet and credit metrics that are well within 
covenants

 ~  Moody’s national scale rating of Aaa.za
 ~  Entered into new bank loans of R5.6 billion and new bond issues of R1.6 billion
 ~  Increase in unencumbered assets
 ~  Meeting with bond holders

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)

 ~ Member of European Public Real Estate Association (EPRA)
 ~ A member of the National Business Initiative

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

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

 ~  A senior manager was appointed to the board of SAPOA
 ~  Ongoing engagement through SA REIT Association with National Treasury on tax-
related matters

Communities  ~ CSI initiatives in general
 ~ CSI initiatives at our properties
 ~ Bursaries
 ~ Environmental initiatives
 ~ Involvement in city improvement districts

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

Impacting the communities in which Growthpoint operates in a 
positive manner

 ~  Facilitated an NGO collaboration workshop
 ~  Targeted measured outcomes for CSI
 ~  Community infrastructural improvement projects have been successfully delivered in 
partnership with Growthpoint’s strategic supply chain partners
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Governance and  
management structure

Audit, Risk  
and Compliance Committee

Nomination, Remuneration 
and Human Resources 
Committee 

Property Committee

Property Committee

Growthpoint Properties Australia 
(GOZ)

V&A Waterfront

Growthpoint Properties Limited

Audit Committee

Nomination Committee

Property Committee

Remuneration Committee

Risk Management Committee

Social, Ethics and    
Transformation Committee

Independently 
managed

Managed
(South African portfolio –  

excluding the V&A Waterfront) 

Chief Executive Officer

Executive Management 
Committee

In-house property 
management function

Chief Executive Officer and 
Managing Director

Executive Committee

Strategic management, 
monitoring and review 
of performance

Deal Forum

Approval of acquisitions, 
disposals and developments

In-house property 
management function

Retail Office Industrial

Group services

Managing Director

Executive team

Property management 
function outsourced

BOARD

BOARDBOARD
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Simplified ownership 
and legal structure

JSE

Metboard Properties Limited
123 properties – R4.8 billion

Paramount Property Fund Limited
54 properties – R5.4 billion

Growthpoint Securitisation Warehouse Trust
66 properties – R10.4 billion

Growthpoint ABQ (Pty) Ltd
17 properties – R2.8 billion

Growthpoint TPG (Pty) Ltd
21 properties – R3.8 billion

Acucap Properties Limited
34 properties – R10.5 billion

V&A Waterfront Holdings 
(Pty) Ltd 

1 property  – R7.8 billion

65.5% 100%

100%

100%

50%

Growthpoint 
Properties  
Limited

136  
properties –  
R28.1 billion

ASX

Growthpoint Management Services
(Pty) Ltd

657 employees

Management company

Growthpoint Properties Australia Limited
58 properties – R30.9 billion

Property owning companies

Other subsidiaries
5 properties – R0.8 billion

Growthpoint SYC (Pty) Ltd
11 properties – R7.2 billion



About  
this report

Organisational  
overview

Performance  
review

Key  
matters

Segment 
performance

Governance and  
risk management

Growthpoint Properties Limited  /  16 
Integrated annual report 2016

1. Francois Marais (61)  
Chairman
Appointed to the Board in 2003
Independent non-executive
BCom, LLB, H Dip (Company Law)
Committees: Nomination (Chairman), 
Remuneration, standing invitation to Risk meetings
Career: A founding member of Glyn Marais Inc., 
a legal firm, a director of Growthpoint Properties 
Australia Limited and V&A Waterfront Holdings 
(Pty) Ltd
Skills and expertise: Legal as applies to corporate 
finance in general and dispute resolution, 
particularly alternative dispute resolution

2. Norbert Sasse (51)  
Chief Executive Officer
Appointed to the Board in 2003
Chief Executive Officer
BCom (Hons) (Acc), CA(SA)
Committees: Participates in all committee  
meetings by standing invitation
Career: Experience in corporate finance dealing 
with listings, de-listings, mergers, acquisitions and 
capital raising. Director of major Group subsidiaries, 
Growthpoint Properties Australia Limited, V&A 
Waterfront Holdings (Pty) Ltd and subsidiaries, 
African Real Estate Management Company 
Limited and Growthpoint Investec Africa Property 
Management Limited

Skills and expertise: Experience in corporate 
finance, property and general management

3. Gerald Völkel (55)  
Financial Director
Appointed to the Board in 2013
BAcc, CA(SA)
Committees: Participates in committee meetings 
other than Remuneration by standing invitation
Career: Ended 15 years in the auditing profession 
as an audit partner with the former Ernst & Young 
before joining the JD Group Limited 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 major Group 
subsidiaries 

Skills and expertise: Financial, tax and general 
management

4. Mzolisi Diliza (67)  
Non-executive,  
BEE structure stakeholder
Appointed to the Board in 2001
BCom, BBA in Management (Hons)
Committees: Property, Social, Ethics and 
Transformation (Chairman) and Nomination
Career: Executive Chairman of Strategic Partnership 
Group (Pty) Ltd, Director of Bombela Concession 
Company, Director of Bombela Operating Company 
Proprietary Limited, Chairman of Mega Express  
(Pty) Ltd, Chairman of Teba Fund Trust, Board 
member of NWU-Potchefstroom Business School, 
former Chief Executive of the Chamber of Mines of 
South Africa
Skills and expertise: Expertise in the mining, 
investments, consulting engineering and property 
and infrastructural development sectors

5. Estienne de Klerk (47)  
Managing Director
Appointed to the Board in 2008
BCom (Industrial Psych), BCom (Hons)  
(Marketing), BCom (Hons) (Acc), CA(SA)
Committees: Participates in all committee 
meetings by standing invitation
Career: Extensive experience in listed property,
involved in BEE transactions, mergers and 
acquisitions. Director of major Group subsidiaries, 
Growthpoint Properties Australia Limited and  V&A 
Waterfront Holdings (Pty) Ltd and subsidiaries. 
Past President of SAPOA and Chairman of SA Reit 
Association tax and regulatory committee
Skills and expertise: Financial, general 
management and property

6. Peter Fechter (70)  
Independent non-executive
Appointed to the Board in 2003
BSc (Eng)
Committees: Audit, Property (Chairman)  
and Nomination
Career: Lifelong management and direction of 
businesses in the Building Construction, Commercial 
and Industrial Property Development arena, resulting 
in broader direction of associated investment 
companies.
Skills and expertise: Lifelong expertise in the 
building construction, property development and 
investment arena

1 642

Board  
of directors

53



About  
this report

Organisational  
overview

Performance  
review

Key  
matters

Segment 
performance

Governance and  
risk management

Growthpoint Properties Limited  /  17 
Integrated annual report 2016

7. John Hayward (65)  
Independent non-executive
Appointed to the Board in 2001
BSc (Hons), Fellow of the Institute of Actuaries 
and Actuarial Society of South Africa
Committees: Audit, Risk (Chairman) and 
Nomination
Career: Actuary and consultant, mainly in the 
investment and retirement fund fields
Skills and expertise: Finance and risk

8. Patrick Mngconkola (54)  
Non-executive
Appointed to the Board in 2012
BTech (Business Administration), BA (Human 
Resources Management), National Diploma Police 
Administration, Certificate: Forensic Investigative 
Auditing (Unisa) 
Committees: Risk and Social, Ethics and 
Transformation
Career: Non-executive director of the Public
Investment Corporation (SOC) Limited and former 
trustee of the Government Employees Pension Fund, 
Director of V&A Waterfront Holdings (Pty) Ltd and 
its subsidiaries
Skills and expertise: Broad experience with 
numerous years of studies in business oversight and 
as civil servant, particularly in finance and people 
management skills

9. Hugh Herman (75)  
Independent non-executive
Appointed to the Board in 1995
BA, LLB
Committees: Property, Remuneration (Chairman)
Career: Chairman of Investec Asset Management 
Limited and Investec Asset Management Holdings 
Limited. Former Chairman of Investec Bank 

12. Mpume Nkabinde (56)  
Independent non-executive

Appointed to the Board in 2009
MBA, Honours in HRD, Diploma in Adult Education, 
Postgraduate Diploma in Property Development and 
Management

Committees: Risk and Social, Ethics and 
Transformation

Career: Co-founder and Managing Director of Sigma 
Lifts and Escalators (Pty) Ltd and founder of 
the Engineering Partner’s Group. Held senior 
management positions in the field of business 
development, human resources, communication, as 
well as training and development with reputable 
organisations including P.G Bison and Otis (Pty) Ltd

Skills and expertise: Expertise in business 
development and general management, which have 
been acquired over a 20-year period in local and 
international companies

13. Eric Visser (64)  
Independent non-executive

BCom (Hons)

Appointed to the Board in 2001
Committees: Risk, Remuneration

Career: Chief Executive Officer of the Sentinel 
Retirement Fund

Skills and expertise: Has been in the asset 
management industry for the past 20 years, with 
large investments, amongst others, in development, 
direct and listed property both locally and offshore 
(including Africa)

(UK) Limited, Investec plc and Investec Limited. 
Director of Investec USA Holdings Corp, Investec 
Securities (US) LLC, Pick n Pay Holdings Limited, 
Pick n Pay Stores Limited, Freddy Hirsch Group 
(Pty) Ltd and Melbro Wholesale (Pty) Ltd

Skills and expertise: Broad legal and business 
experience, including property development

10. Lynette Finlay (56)  
Independent non-executive

Appointed to the Board in 2009
BCompt (Hons), CA(SA)

Committees: Audit (Chairman), Social, Ethics and 
Transformation and Nomination

Career: Chief Executive Officer of Finlay Mall 
Leasing (Pty) Ltd, first female President of South 
African Property Owners Association (SAPOA), co-
founding member of Noah

Skills and expertise: Every aspect of commercial 
property encompassing management, development 
and leasing in offices, industrial and retail including 
rural shopping centres

11. Ragavan Moonsamy (52)  
Independent non-executive

Appointed to the Board in 2005
Committees: Property and Social, Ethics and 
Transformation

Career: Founder of Kascara Financial Services 
(Pty) Ltd, Managing Director of UniPalm Investment 
Holdings (Pty) Ltd and Director of Qmuzik 
Technologies (Pty) Ltd

Skills and expertise: Over 30 years of experience 
in investments and finance and has successfully 
applied his abilities to drive significant value to 
sustain 2016 performance

9 1187 1210 13
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The Executive 
Committee (Exco)

1. Norbert Sasse (51)  
Chief Executive Officer

BCom (Hons) (Acc), CA(SA)

Seventeen years’ experience in listed property

2. Estienne de Klerk (47)  
Managing Director

BCom (Industrial Psych), BCom (Hons)  
(Marketing), BCom (Hons) (Acc), CA(SA) 

Sixteen years’ experience in listed property

3. Gerald Völkel (55)  
Financial Director

BAcc, CA(SA)

Thirty-one years’ experience in finance management

4. Engelbert Binedell (46)  
Divisional Director – industrial sector

BA (Ed), MBL

Nineteen years’ experience in listed property

5. Dirkje Bouma (44)  
Corporate Treasurer

MSc Finance, CFA

Twenty years’ financial and treasury experience

6. Alec Davis (51)  
Chief information Officer

BCom (Hons) (Acc), CA(SA)

Twenty-four years’ IT and financial experience and 
twenty years’ experience in the property industry

7. Greg de Klerk (60)  
Regional Head – Durban

FCIS

Twenty-five years’ experience in the 
property industry

51 2 3 4 6 7
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8. George Muchanya (45)  
Deal Manager

BSc Eng, MBA, Corporate Finance Programme

Twenty years’ experience spanning engineering, 
management, consulting and the property industry

9. Nadine Kuzmanich (45)  
Head of Marketing and Communication

Marketing career spans twenty-four years

10. Rudolf Pienaar (56)  
Divisional Director – office sector

Thirty years’ experience in the property industry

11. Stephan le Roux (58)  
Divisional Director – retail sector

BCom (Acc), BArch Studies

Thirty years’ experience in the property industry

15. David Stoll (57)  
Regional Head – Cape Town

BCom (Hons) (Acc), CA(SA)

Twenty-seven years’ property-related experience

12. Julia Modise (38)  
Head of Human Resources

BSc (Management), postgraduate diploma in 
leadership

Seventeen years’ experience in human resources 
gained in retail, manufacturing and property 
industries

13. Shawn Theunissen (37)  
Head of Corporate Social Responsibility (CSR)

BCom (Industrial Pysch), Master’s in Concept 
Marketing and Innovation

Fourteen years of organisational development and 
socioeconomic development experience

14. Lauren Turner (40)  
Head of Investor Relations

BCompt (Hons)

Fifteen years’ financial markets experience

118 109 12 13 14 15
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Do more. Do whatever it takes. 
Go the extra mile. Be more. Be hungry.  

Be ambitious. Be better than yesterday.  
Be better than the person  

sitting next to you. Be better than you  
ever thought you could be. 

Be the best

VALUE 2

Performance  
review

Performance review

22 Economic review

24 Interview with the Chairman and Chief Executive Officer

28 Financial Director’s review
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Economic review

Real estate demand fundamentals, such as price and rentals, are 

important drivers, yet outside factors, such as the macroeconomic 

environment, are of equal or even greater importance. 

South Africa’s gross domestic product (GDP) growth rate has been 

on a steady decline over the past five years. Growth is proving 

difficult as production levels in various industries, such as mining 

and manufacturing, are underperforming and so are export volumes. 

In Q1:16, GDP growth was -1.2%. 

Downside risks to the country’s economic outlook come chiefly 

from connections with China, heightened global financial volatility, 

and domestic politics and policies that adversely affect confidence. 

Shocks could increase because of the links between capital flows, 

the country’s sovereign risk, and the financial sector, especially if 

the sovereign credit rating is downgraded to speculative grade. 

After a knee-jerk reaction to the unexpected UK Brexit referendum 

result, the consensus was that it is a major impact event for Britain 

with a minor impact on Europe and negligible impact on global 

events. The SARB expects the implications through direct trade links 

to be relatively minimal.

The IMF recently reduced South Africa’s growth forecast to just 

0.1% in 2016. A weak recovery is envisaged from 2017 (1.1%). 

This is expected to approach 2.5% as we head to 2020, as shocks 

dissipate and new power plants are completed. 

Because of weak economic growth and a structural change in 

labour demand to more skilled labourers, the unemployment rate 

in South Africa remains high. The jobless rate increased to 26.7% in 

Q1:16, the highest in at least eight years. The expanded definition 

of unemployment, which includes people who have stopped looking 

for work, was 36.3%.

Reaffirming South Africa’s sovereign risk ratings was a positive 

outcome of the great efforts by finance minister Gordhan, since 

January, to convince all that his finances would remain sound on 

declining budget deficit and debt ratio trajectories. Also, that efforts 

to reboot confidence and growth in the economy into 2017 would 

be successful, even if only very gradually. Both Moody’s and S&P 

maintained a negative outlook. This reflects the potential adverse 

outcomes of low GDP growth and signals that South Africa’s ratings 

could be lowered if policy measures are not instituted to be more 

supportive of inclusive growth.

Five-year swap spreads
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A greater uncertainty is our domestic political landscape, in 

particular the ANC leadership contest in 2017, national elections 

in 2019 and local elections again in 2021. They will determine the 

evolution of our leadership and its political and policy paradigms – 

key ingredients to our future performance. 

Given the uncertain economic outlook, business confidence has 

slumped to its lowest since 2009. As a result, companies are more 

cautious to expand and take up more space. What’s more, there 

are structural trends affecting the sector. These include increasing 

densification of office space, the preference for green buildings, 

the impact of e-commerce on retail sales, the consolidation of 

warehousing space, and the shift away from third-party logistic 

providers. 

The outlook for consumer spending has declined notably owing to 

the weak job market, softer income growth and increasing levels of 

consumer indebtedness. Retailers’ cost of occupancy, measured by 

the ratio of rentals to sales, has crept up over the past few years. 

In part, this is because of sluggish sales growth and cannibalisation 

of sales from competing centres. While the cost of occupancy 

remains well below international levels, it is becoming increasingly 

challenging to grow rentals. 

After raising its repurchase rate by 50bps in 2015 and 75bps in 2016 

to 7%, the SARB paused its rising rate trajectory in July. Higher food 

prices remain the key risk to the inflation outlook. However, the 

recent strengthening of the Rand on the back of a trade surplus 

will provide some relief and may result in a milder increase in rates. 

Fixed funding rates have improved since the beginning of 2016. 

According to SARB forecasts, headline inflation is projected to 

return to the target range of 3% to 6% in Q3:2017. With around 

75% of listed property sector debt hedged for three to four years, 

the direct negative impact of rate hikes should be small in the short 

term.

Globally, we are seeing growth recuperation. The US economy is 

robust enough to invite the Fed’s resumption of lift-off, at some 

point. Even if BoJ, BoE and ECB remain supportive for long, at some 

point the Fed will give greater credence to domestic developments 

needing its attention. When it does, central bank policy divergence 

will come back into focus, with the lifting of the US yield curve and 

US Dollar reshaping the global field, too. During such times, we can 

expect the Rand to come under renewed pressure, and our yield 

curve to lift, too.

 
Naeem Tilly
Sector Analyst

Avior Capital Markets (Pty) Ltd
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Interview with the Chairman 
and Chief Executive Officer
FY15 was clearly unprecedented in its transaction activity for Growthpoint, specifically 
the Acucap and Sycom acquisition. In comparison, in FY16, our South African business was 
introspective and focused on important consolidation. We put a lot of hard work into bedding 
down this major transaction and successfully integrating 140 new employees and 46 properties 
across all our structures, with minimal disruption to the business as a whole.

To watch the results presentation, please go to:  
https://www.youtube.com/c/growthpointbroadcast
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Q.	
What	were	Growthpoint’s	most	significant	
achievements	and	challenges	in	the	past	
year?

There’s no doubt the global macroeconomic 
environment remains challenging and stuck in a low-
growth cycle and, locally, South Africa is certainly 
finding it difficult to show any economic growth. 

Against this backdrop – where most property 
fundamentals are negatively impacted resulting in 
vacancies rising, costs increasing, rentals coming under 
pressure and mounting interest rates – delivering 6% 
dividend growth, performance marginally ahead of 
budget, and sustaining shareholder returns over the 
year is a solid achievement. 

FY15 was clearly unprecedented in its transaction 
activity for Growthpoint, specifically the Acucap and 
Sycom acquisition. In comparison, in FY16, our South 
African business was introspective and focused on 
important consolidation. We put a lot of hard work into 
bedding down this major transaction and successfully 
integrating 140 new employees and 46 properties 
across all our structures, with minimal disruption to 
the business as a whole.

Acucap was the most recent in several major 
acquisitions over the past two years that increased our 
workforce significantly. In addition, our position in the 
cycle and the size of our portfolio make it extremely 
difficult to shift our performance while keeping the 
balance of risk and return for a defensive, stable and 
predictable investment proposition.

With this in mind, we undertook a journey to 
establish a new vision and mission and identified 
various strategic initiatives. We also developed a 
new set of corporate values. You will find our values, 
vision and mission integrated throughout this report. 
They equip everyone at Growthpoint to have a clear 
understanding of where we are going and how we plan 
on getting there. They also support greater alignment, 
collaboration, teamwork and performance.

Even with our strong internal focus in FY16, we still 
added R2 billion to the value of our South African 
portfolio, which grew from R72.0 billion to R73.8 billion. 

The V&A Waterfront continued to deliver robust 
turnover and trading growth from its retailers. 
Development in the Silo Precinct is largely complete 
and development focus has now shifted to the Canal 
Precinct. The success of the V&A Waterfront has 
resulted in the further demand for space, and this 
was responded to with significant capital spend and 
development activity.

GOZ had a great year. After becoming a constituent 
of the ASX200 in FY15, the trading, liquidity and 
institutional appetite for the GOZ share improved 
significantly. GOZ’s growth continued through 
acquisitions and development. Also, GOZ is set to take 
over GPT Metropolitan Office Fund (GMF) which, with 
its acquisition of the Dorcas Street property, stands to 
increase its gross asset value to around AUD3.5 billion 
and take its market capitalisation over AUD2 billion.

Q.	
Growthpoint	launched	its	new	vision	this	
year.	How	do	your	strategies	help	achieve	
this	vision	and	mission	to	create	value	for	
shareholders?

Our vision, mission and values drive the behaviours 
that we use to both enhance our offering to clients 
and strengthen the service of our organisation. They 
also create the innovative thinking that will drive the 
enhancement of our business that we seek to achieve. 
We have crystallised a moral framework against which 
we can measure our behaviour.

It is Growthpoint’s vision to be a leading international 
property company providing space to thrive. Our 
mission is to create value for all our stakeholders 
through innovative and sustainable property solutions. 
By expanding our international presence, growing 
a new business in the form of funds management 
and increasing our trading and development, we will 
further this vision and unlock value for all stakeholders.

Q.	
FY16	appears	to	have	been	a	year	of	
internal	consolidation	for	the	company	
with	few	acquisitions.	What	was	the	
thinking	behind	this	strategy?

While investment dynamics were better for GOZ, with 
positive yield spreads, and the V&A Waterfront, which 
enjoys strong demand, fundamentals in the South 
African macroeconomic environment didn’t support 
property investment. 

Acquisitive growth is part of our strategic initiatives 
and we remain opportunistic, but selective, in our 
approach to acquisitions. We won’t acquire if the 
numbers aren’t right.

What we do with our acquisitions after we carry out 
a transaction is as important as acquiring them in the 
first instance. Having grown significantly and increased 
our headcount by 24% in two years, it was important 
to focus on internal consolidation to avoid indigestion. 

Our takeover of Acucap was not without its challenges, 
including its timing, the time it took to complete 
regulatory processes before we could take control, 
and its implementation. To avoid any further lags 
for our business, it was our priority to bed down 

We added R2 billion 
to the value of 
our South African 
portfolio, which grew 
from R72.0 billion to

R73.8 billion
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Interview with the Chairman and  
Chief Executive Officer continued

its consolidation properly and quickly. By giving the necessary 
attention to internal consolidation, we have made sure to preserve 
our entrepreneurial spirit even after significant growth.

Q.	
What	are	the	key	opportunities	for	Growthpoint	in	the	
medium	term?

The strategic initiatives behind our new vision introduce further 
internationalisation, growing a funds management business and 
focusing on new opportunities for trading and development.

Internationally, we have an opportunity for increased emphasis 
on growing GOZ, as well as establishing a UK/European presence 
for Growthpoint. We have the opportunity to expand our plans to 
set up a funds management business, having already launched our 
Africa fund with Investec Asset Management and the IFC. This has 
the potential to grow into a multi-fund business. 

We have an outstanding track record of acquiring and developing 
properties for long-term investment. On this basis, we believe there 
is an opportunity to increase our trading and development activities, 
both in our South African business as well as for GOZ. Already, we 
have identified non-core properties for sale in both territories.

Furthermore, satisfying the strong demand for retail, office and 
residential space at the V&A Waterfront is another opportunity.

Growing our business and value for our stakeholders is important to 
Growthpoint. While there will be challenges achieving this growth, 
we have a strong and experienced team that is well equipped to rise 
to the challenges.

Q.	
The	global	and	economic	environments	remain	
challenging.	In	this	context,	Growthpoint	produced	
financial	results	that	attest	to	a	sustainable	business	
model.	What	lies	behind	this	performance?

There are several factors, but the most important is discipline. While 
being entrepreneurial, Growthpoint has always had strong guiding 
principles and disciplines, not only for acquisitive growth but also 
how we fund and run the business. Strong risk management and 
oversight from our Board ensure these principles are carried out and 
constantly improved upon.

Our discipline starts with the quality of our diversified property 
portfolio and our customer base. Growthpoint’s conservative 
financial management style, low risk, strong balance sheet and 
superb Aaa.za Moody’s national scale credit rating support our 
sustainable performance, as do our transparency and good 
governance. Our business is driven by skilled and experienced 
management teams that, at a senior level, enjoy strong continuity 
of management and retained corporate memory. 

Growthpoint’s robust credit vetting ensures we don’t take undue 
risks and our leasing initiatives, like Smartmove, Undeposit and our 
Green Lease Addendum, ensure we are competitive and innovative. 

As a property investment company, Growthpoint is a long-term 
business. We’re committed to sustainability in all areas of our 
operation.

Q.	
Many	of	your	peers	have	expanded	in	Eastern	
Europe.	What	are	Growthpoint’s	plans	for	offshore	
diversification?

As mentioned, GOZ is enjoying positive dynamics. It has done well 
for us and we will continue to support and encourage its increased 
pace of growth. 

We’ve also identified the opportunity for UK/European investment. 
We’ve evaluated a few prospects already, although they haven’t yet 
led to successful transactions. With Brexit and the uncertainty it 
brings to the UK and Europe, as well as record low interest rates, 
we are hopeful opportunities could present themselves not unlike 
the opening the global financial crisis presented with GOZ in 2009.

Having taken the initiative to understand the opportunities in 
Eastern Europe specifically, it is fair to say that we are more positively 
predisposed to the region than we were a year ago. It represents an 
emerging market play coming off a fairly low base, with superior 
growth opportunities to Western Europe and significantly higher 
yields and yield spreads comparatively.

Q.	
The	V&A	Waterfront	has	performed	exceptionally	well	
against	a	backdrop	of	macroeconomic	uncertainty.	To	
what	do	you	attribute	this	success?	

The V&A Waterfront has a strong management team on the ground 
and a well-articulated vision. It now benefits from the access to 
capital that it was starved of under previous owners, supporting its 
ongoing development. 

It is a unique asset thanks to its location. It is well developed and 
continues to grow with excellent developments on the back of 
secured leases.

The V&A Waterfront’s success is also linked to the Western Cape as 
a region, which is performing better than the rest of the country – 
driven largely by tourism. 

It has become an attraction in itself – a place where people want 
to visit, retailers want to trade and businesses want to work. 
It continues to build on this by strengthening its attractions, tenant 
mix, tourism, and experiences for both local and international 
visitors. Among these are the new Zeitz Museum of Contemporary 
Art Africa, the upgraded aquarium, a vibrant new food market, 
Workshop 17, the Watershed, and several other improvements.

Q.	
You	have	always	cited	Australia	to	be	extremely	
competitive.	GOZ	made	some	accretive	acquisitions	
this	year.	Tell	us	a	bit	more	about	these	transactions.

Even with high levels of competition, GOZ completed portfolio-
strengthening acquisitions of R3.4 billion during FY16.

It has displayed a track record of ability to acquire individual 
properties successfully in the past, and this year we began our 
second corporate takeover, which we expect to be successful. This 
is proving its capacity for mergers and acquisitions, establishing all-
round capabilities in the GOZ business. 

GOZ has performed well in the context of the Australian economy 
and delivered the best return from an A-REIT over five years.
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For Growthpoint, GOZ represents another growing, stable and good 
quality income stream and seven years of experience growing a 
successful business in a first-world economy. We will continue to 
support its accelerated growth, responsibly.

Q.	
Dividend	per	share	has	been	range	bound	for	the	last	
few	years	and	is	below	sector	averages.	How	do	you	
increase	it	in	the	future	and	why	are	you	lagging	the	
sector?

Growthpoint has a quality portfolio with predictable, sustainable 
returns – even in difficult times. The cost for this defensiveness is 
that it becomes more difficult to give super returns. It also becomes 
difficult for any single acquisition or strategy to move the dial. 

That said, we are committed to increasing our dividend and share 
price performance and have put our strategic initiatives in place to 
improve our growth rate in dividends, within the boundaries of our 
disciplines.

Q.	
Your	balance	sheet	is	exceptionally	strong	with	good	
access	to	capital.	Give	us	some	more	insight	into	your	
treasury	management.	

Our treasury management is disciplined and conservative. 86.6% of 
our debt is fixed for an average duration of 3.4  years. We are focused 
on optimising the cost of our funding relative to the duration of the 
loan book. However, we will stick to the proven parameters we have 
in place and remain disciplined in our gearing approach and levels. 

Growthpoint continues to explore multiple sources of funding, be it 
in the bond market with short-term commercial paper or long-term 
with banks and bonds. We can tap into the equity market when 
opportunities arise, and Growthpoint’s distribution reinvestment 
programme has served us well over the years. 

This year, we introduced cross-currency interest rate swaps to our 
treasury management, effectively matching the currency of debt 
with the currency of an asset. 

Q.	
Growthpoint	has	been	included	in	the	FTSE/
JSE	Responsible	Investment	Index	for	seven	
consecutive	years.	How	do	you	remain	at	the	forefront	
of	environmental,	social	and	governance	(ESG)	trends	
affecting	the	business?

It is a business imperative for Growthpoint to proactively manage our 
environmental, social and governance impacts and performance. We 
prioritise our ESG performance because we believe it is important 
and the right thing to do. Our many ESG initiatives are testament 
to our commitment. We also underscore the effectiveness of our 
internal ESG strategies with various external recognitions.

Besides our sustainable investment model, Growthpoint has become 
recognised as a leader and catalyst for sustainability through green 
building and resource efficiency in the South African market. This is 
because of our various initiatives and innovations to ensure a better 
built environment. 

We continue to measure, monitor and strive to reduce our carbon 
footprint by taking part in the Carbon Disclosure Project.

Our governance practices remain well aligned with shareholder 
interests. 

We also continue our transformation journey by investing in 
people and skills that will grow our business, our sector and South 
Africa. This is an important part of Growthpoint’s business and we 
prioritise transformation because we believe it is non-negotiable to 
be diverse, inclusive and transformed. To this end, we constantly 
track the delivery of our transformation objectives.

Q.	 What	is	your	outlook	for	FY17?

In South Africa, we expect stable property fundamentals within a 
weak macroeconomic environment, with limited opportunities for 
growth and the potential of a looming sovereign debt downgrade. 
This presents the opportunity to grow contribution to Growthpoint’s 
non-RSA distributable income from our internationalisation 
strategy, by introducing a funds management business and 
optimising the existing portfolio.

The V&A Waterfront’s strong property fundamentals support 
continued growth, with significant development in the Silo and 
Canal precincts converting to revenue-generating investments. Here 
we have a good development pipeline as well as the opportunity to 
acquire more bulk.

The strong property fundamentals in the Australian market present 
a positive yield spread dynamic and support the continued growth 
of GOZ through acquisitions, mergers and takeovers. 

With the combined effects of these dynamics, Growthpoint expects 
to achieve dividend growth for FY17 at a similar level as FY16.

 
JF Marais LN Sasse
Chairman Chief Executive Officer
8 September 2016
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Financial Director’s  
review
Growthpoint delivered growth in distributions per share for FY16 of 6.0% and has declared 
a final dividend of 94.3 cents per share for the six months ended 30 June 2016. This growth 
is at the upper limit of the guidance given to the market in the FY15 results of between 
5.0% and 6.0%.

To watch the video of our results in 60 seconds, please go to: 
https://www.youtube.com/watch?v=Q3N7_47Abxs
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Growthpoint’s distributions are based on sustainable 
income generated from rentals. Effectively, all rental 
income received by the company and its 65.5% 
held subsidiary, Growthpoint Properties Australia 
(GOZ), less operating costs and interest on debt, 
including interest received and the 50% portion of 
the distributable income received from our equity-
accounted investments, are distributed to shareholders 
bi-annually.

Growthpoint is the largest South African primary listed 
REIT with a quality portfolio of 467 directly owned 
properties in South Africa valued at R73.8 billion, as 
well as three equity-accounted investments, with our 
share of properties valued at R8.2 billion, of which the 
V&A Waterfront is by far the largest. In addition, GOZ 
owns 58 properties in Australia valued at R30.9 billion 
and a listed investment with a value of R440 million 
that relates to a 22.9% investment in the Stenham 
European Shopping Centre Fund (SESCF), a company 
listed on the Channel Island Stock Exchange as a 
closed fund which was acquired as part of the Acucap 
Properties Limited (Acucap) and Sycom Property Fund 
(Sycom) business combination.

Growthpoint delivered growth in distributions per 
share for FY16 of 6.0% and has declared a final 
dividend of 94.3 cents per share for the six months 
ended 30 June 2016. This growth is at the upper limit 
of the guidance given to the market in the FY15 results 
of between 5.0% and 6.0%.

In Rand terms, distributions increased by R840 million 
or 19.8% and was driven by the inclusion of 100% of 
the former Acucap and an effective 99.25% of Sycom 
for the full year under review, while the comparative 
period included the distributions of Acucap and 
Sycom as listed investments held at 34.6% and 
15.6% respectively for a period of nine months. The 
distribution growth was well supported by a strong 
performance from the V&A Waterfront.

The increase in distributions was further enhanced 
by the investment in GOZ, where a hedging strategy 
led to distributions from GOZ being received at 
an average rate of R10.45:AUD1 compared to 
R9.92:AUD1 for FY15.

Equity raised
During the year, Growthpoint issued 75.0 million shares 
and raised R1.8 billion. Details thereof are as follows:

In September 2015, R482.7 million and in April 2016 
R1.2 billion was raised through the Distribution 
Reinvestment Plan (DRIP) programmes, where 
19.3 million and 52.3 million shares were issued 
at R25.00 and R23.50 per share respectively. The 
equity raised from the DRIP was utilised to finance 
Growthpoint’s investment activities.

Growthpoint issued 1.1 million shares for the 
acquisition of Silverhorn Properties (Pty) Ltd and 
Basfour 2721 (Pty) Ltd, and 2.4 million shares for 
the fulfilment of the scheme of arrangement by which 
the remaining issued units of Sycom Property Fund 
were acquired.

The company has 2.8 billion shares in issue at FY16 
and the authorised capital is 4.0 billion shares. 
Growthpoint held 28 529 523 treasury shares at FY16 
(FY15: 30 631 827).

Simplified financial statements
We have included a simplified distribution 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 profit or 
loss and other 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 applied in the 
preparation of the audited financial statements 
are consistent with those applied in the previous 
financial statements.

During the year 
Growthpoint issued 
75.0 million shares 
and raised 

R1.8 billion
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Financial Director’s review continued

Net property income
Gross revenue increased by 26.1% for FY16 compared 
to FY15. The South African operations increased 
revenues by 28.7% compared to FY15, as a result of 
the acquisition of Acucap and Sycom now included 
for the full year under review. In Rand terms the GOZ 
operations increased revenues by 18.0%.

The ratio of property expenses to revenue for the 
Group increased marginally to 21.8% at FY16 from 
21.1% at FY15. For RSA the ratio increased to 24.6% 
from 24.0% at FY15.

Best practice recommendations were issued by the 
SA REIT Association during the financial year, outlining 
the need to provide consistent presentation and 
disclosure of relevant ratios in the SA REIT sector. This 
will ensure information and definitions are clearly 
presented, enhancing comparability and consistency 
across the sector. Below are the Group cost-to-income 
ratios, set out in terms of the three different definitions 
to comply with these best practice recommendations.

2016
%

2015
%

Property cost-to-income ratios
Gross cost-to-income ratio 31.66 30.23
Net cost-to-income ratio 17.32 16.69
Cost-to-income ratio based on 
IFRS reported figures 21.77 21.06

Operating cost-to-income ratios
Gross cost-to-income ratio 3.49 4.29
Net cost-to-income ratio 3.15 3.91
Cost-to-income ratio based on 
IFRS reported figures 3.15 3.91

Total cost-to-income ratios
Gross cost-to-income ratio 34.61 33.91
Net cost-to-income ratio 20.65 20.82
Cost-to-income ratio based on 
IFRS reported figures 24.93 24.97

Finance income
Finance income decreased by 24.7% to R690 million 
(FY15: R916 million). In the prior year distributions 
received from the listed investment in Acucap and 
Sycom were accounted for in finance income, but it 
is consolidated in the current year as a result of the 
business combination (FY15: R345 million). 

Finance costs
Finance costs increased by 18.2% to R2 466 million 
(FY15: R2 086 million) as a result of the acquisition 
of Acucap and Sycom. These outflows were somewhat 
negated by the proceeds from the DRIPs offered by 
Growthpoint. The weighted average interest rate for 
RSA borrowings was 9.3% (8.5% including CCIRS) 
(FY15: 8.9%). The weighted average maturity of debt 
increased to 3.0 years (FY15: 2.9 years). Finance costs 
for GOZ increased by 12.8% from R423 million in FY15 
to R477 million in FY16.

The interest cover ratio, whereby the income from the 
equity-accounted investments and listed investments 
are included in the operating profit, decreased to 
3.3 times at FY16 (FY15: 3.4 times).

Property assets 
Acquisitions
Growthpoint acquired the remaining 50% of the shares 
in Pin Mill Share Block (Pty) Ltd that it did not already 
own from MMI Group Limited for R172.1 million, 
effective from 1 February 2016.

Growthpoint also acquired four industrial properties 
for R442 million and four office properties for 
R220 million during the period. Development and 
capital expenditure for RSA amounting to R2.4 billion 
(FY15: R1.9 billion) relates to various projects 
undertaken during the period, of which the Discovery 
Head Office accounted for R497 million.

GOZ acquired two industrial properties for 
R412 million (AUD43.8 million) and three office 
properties for R3.0 billion (AUD270.5 million) and 
incurred development expenditure amounting to 
R361 million (AUD33.1 million) in respect of office 
property development situated at 211 Wellington 
Road, Mulgrave, Victoria, and 1 Charles Street, as well as 
an industrial property development situated at 99 and 
101 – 103 William Angliss Drive. Other development 
and capital expenditure for GOZ amounting to R80 
million (AUD7.4 million) relates to various projects 
undertaken during the period.

Development and capital expenditure at the V&A 
Waterfront amounted to R420 million (FY15: 
R309 million) for the period.
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Disposals
Growthpoint RSA disposed of 16 properties in the 
current period (FY15: 18) for R1.1 billion (FY15: 
R621 million) with a collective R220 million 
(FY15: R205 million) profit on cost achieved.

At FY16, six RSA properties (FY15: five) valued at 
R264 million (FY15: R539 million) and five Australian 
properties valued at R1.7 billion, were classified as held 
for sale assets which were subsequently reclassified to 
investment property after the balance sheet date.

Fair value adjustments
The revaluation of properties in South Africa and GOZ 
resulted in an upward revision of R0.8 billion (0.1%) 
to R104.7 billion for investment property (including 
investment properties classified as held for sale). 
Interest-bearing borrowings and derivatives were 
fair valued using the swap curve at FY16, resulting in 
an increase of R159 million in the overall liability. In 
addition, losses of R136 million and R113 million were 
realised on the settlement of an interest rate swap by 
the South African operations and GOZ respectively.

These fair value adjustments, together with the other 
non-distributable items such as capital items, non-
cash charges, deferred taxation and the net effect 
of the non-controlling interest’s portion of the non-
distributable items, were transferred to the non-
distributable reserve.

V&A waterfront and other equity-
accounted investments
The investments in the V&A Waterfront and the other 
joint ventures have been accounted for in terms of 
IFRS 11 Joint arrangements. The equity-accounting 
method was used, whereby the Group’s share of the 
profit or loss and other comprehensive income of these 
investments was accounted for.

Retail operations at the V&A Waterfront continued 
to perform well where 22% year-on-year growth in 
sales was recorded with contributing factors being 
the weaker Rand affording tourists the opportunity 
to spend more, as well as an enhanced tenant mix 
including stores such as H&M, Versace, Hackett and 
Seafolly.

Included in the FY16 finance income is R479 million 
income from the V&A Waterfront, compared to 
distributable income for FY15 of R368 million.

The investment in the V&A Waterfront and the 
other joint ventures have been accounted for in the 
statement of financial position as the fair value of 
Growthpoint’s 50% interest in the net asset value 
amounting to R6.7 billion (FY15: R6.0 billion) for the 
V&A Waterfront and R158 million (FY15: R417 million) 
for the other joint ventures.

Investment in Goz
Growthpoint increased its investment in GOZ 
from R5.9 billion at FY15 to R6.3 billion at FY16. 
This further investment of R398 million related to 
DRIPs, where Growthpoint elected not to receive 
the distributions in February 2016, but to reinvest 
the distributions in GOZ.

The total amount invested at year-end by 
Growthpoint for its 65.5% interest amounts to 
R6.3 billion, the market value of which was R13.3 billion 
at 30 June 2016.

Included in normal tax in the statement of profit or 
loss and other comprehensive income is R72 million 
(FY15: R73 million) that relates to withholding tax paid 
on the distributions received from GOZ.

other matters
We remain aware of the possible impact of carbon 
tax on our RSA business. For Growthpoint’s direct 
emissions the cost is low, but we are cognisant of the 
possible impact on our tenants.

G Völkel
Financial Director
8 September 2016

Growthpoint 
RSA disposed of 
16 properties in 
the current period 
(FY15: 18) for

R1.1 billion
(FY15: R621 million)
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Financial Director’s review continued

Simplified distribution income statement
For the year ended 30 June

Simplified balance sheet
As at 30 June

Total
Group

Total
Group

Notes
FY16

Rm
FY15

Rm

Revenue 1 9 764 7 740
Property expenses (2 126) (1 630)

Net property income 7 638 6 110
Asset management costs (232) (238)
Other operating expenses (76) (65)
Finance and other investment income 6 760 986
Interest paid (2 466) (2 086)

Profit before taxation 5 624 4 707
Taxation 7 (76) (72)

Profit before dividends and debenture interest 5 548 4 635
Minorities’ share of profits, realised foreign exchange loss and profit on sale of Stor-Age (476) (403)
Dividends (including dividends on treasury shares) (5 072) (4 232)

SA retained profit – –

Number of shares in issue (including treasury shares)  2 786 093 366  2 711 056 264 
Dividend per share (cents) 183.8 173.4

Total
Group

Total
Group

Notes
FY16

Rm
FY15

Rm

ASSETS
Property assets 8 104 690 93 574
Equity-accounted investments 6 821 6 464
Intangible assets 9 2 291 2 388
Derivative assets 107 105
Long-term loans granted 605 614
Listed investments 440 380
Equipment 6 9
Current assets 3 397 2 677

Cash and cash equivalents 901 505
Other current assets 2 496 2 172

Total assets 118 357 106 211

EQUITY AND LIABILITIES
Shareholders’ interest 68 295 63 369
Non-controlling interest 5 871 4 713
Interest-bearing borrowings 10 38 580 33 909
Derivative liabilities 1 094 776
Deferred taxation 11 2 212 1 425
Current liabilities 12 2 305 2 019

Total equity and liabilities 118 357 106 211



About  
this report

Organisational  
overview

Performance  
review

Key  
matters

Segment 
performance

Governance and  
risk management

Growthpoint Properties Limited  /  33 
Integrated annual report 2016

Reconciliation between statutory and simplified financial statements
For the year ended 30 June

Total
Group

Total
Group

Notes
FY16

Rm
FY15

Rm

1 Revenue as stated 10 219 7 870
Less: Straight-line lease income adjustment (455) (130)

9 764 7 740

2 Fair value adjustments as stated 409 3 562
Less: Fair value adjustments reversed (409) (3 562)

– –

3 Equity-accounted investment profit 543 484
Less: Equity-accounted investment profit reversed (543) (484)

– –

4 Non-cash charges as stated 121 1 723
Less: Non-cash charges reversed (121) (1 723)

– –

5 Capital items as stated (32) 1 078
Less: Capital items reversed 32 (1 078)

– –

6 Finance and other investment income as stated 690 916
add: Cash adjustment on business acquisition – 4
add: Dividends received on treasury shares 39 66
add: Antecedent dividend received 31 –

760 986

7 Taxation as stated (841) (264)
add back: Deferred taxation 765 192

(76) (72)

8 Property assets as stated 102 752 93 035
add back: Investment property reclassified as held for sale (included in current assets) 1 938 539

104 690 93 574

9 Intangible assets as stated 2 461 2 580
Reversal of additional goodwill raised on deferred taxation liability* (170) (192)

2 291 2 388

10 Interest-bearing borrowings 34 089 27 979
add: Reclassification of current financial liabilities 4 491 5 930

38 580 33 909

11 Deferred taxation as stated 2 382 1 617
Reversal of additional deferred tax liability on intangible asset (170) (192)

2 212 1 425

12 Current liabilities as stated 6 796 7 949
Less: Reclassification of current portion of non-current financial liabilities (4 491) (5 930)

2 305 2 019

*   In terms of IFRS 3 Business combinations, goodwill was created as a result of 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.
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Reinvent the future. Co-create  
the next big thing.  

Welcome change and embrace 
diversity in our team. Question.  

Challenge. Set us apart.  
Take us forward. 

Break new  
ground
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Treasury  
management
Growthpoint’s total debt reduced by R791.0 million as most of the investment activities 
were funded by equity and surplus cash. The year under review saw a focus on renegotiating  
R5.4 billion of debt scheduled to mature in FY16.

Capital flows
Investment activities to the tune of R2.4 billion were mainly financed from equity 
via DRIP proceeds of R1.7 billion and surplus cash from operations. The investment 
activities consist mainly of property acquisitions (net of disposals), development 
capital expenditure, refurbishment capital expenditure, V&A Waterfront capital 
expenditure and additional investment in GOZ. 

Interest-bearing liabilities

FY16
Rm

% of
total debt

FY15
Rm

% of
total debt

South Africa*
Secured debt:  16 683 67.7  17 905 70.4
Bank debt  14 880 60.4  15 852 62.3
Institutional financiers  1 803 7.3  2 053 8.1
Unsecured debt: 7 970 32.3  7 539 29.6
Bank debt/institutional 
financiers  4 286 17.4  4 480 17.6
Corporate bonds  3 284 13.3  2 659 10.4
Commercial paper  400 1.6  400 1.6

Total South African debt  24 653 100.0  25 444 100.0
Australia
Secured debt:
Bank debt and loan note  13 760  8 367 

Consolidated debt  38 413  33 811 

*	Includes	debt	from	equity-accounted	Tiber	entities.

Growthpoint’s total debt reduced by R791.0 million as most investment activities 
were funded by equity and surplus cash. The year under review saw a focus on 
R5.4 billion of debt scheduled to mature in FY16.

During the financial year, the impact of Nenegate (where President Jacob Zuma 
replaced former Minister of Finance Nhlanhla Nene with David van Rooyen, who 
in turn was replaced by former Minister of Finance Pravin Gordhan, within days) 
highlighted the likelihood of lower potential growth to the rating agencies, and 
particularly the lack of policy implementation to address South Africa’s structural 
problems. Expectations of sovereign rating downgrades caused liquidity concerns 
in the financial markets. Growthpoint, however, received strong support from the 
banks and was able to comfortably refinance maturing debt. We expect the banks 
will continue to support our business as Growthpoint is viewed as a high-quality 
borrower with a Aaa.za national scale rating, one of only two South African corporates.

Although Growthpoint had not accessed the debt capital market with term bond 
issues for over a year, it placed four highly successful bond issues during the 
year under review. Given the interest rate environment, as well as Growthpoint’s 
bonds qualifying as High Quality Liquid Assets for the banks’ capital adequacy 

requirements, significant support was received for 
the bond issues. In total, R1.6 billion was raised 
from the bond market for a term of three to five 
years and at margins from 150 to 178 basis points. 
With lower global yields, investors are searching 
for yield and are expected to extend their term and 
credit risk appetite, we therefore expect continued 
capacity to fund in the debt capital markets.

Mainly as a result of the additional term bond 
issues, total unsecured debt as a percentage 
of total debt increased from 29.6% for FY15 
to 32.3% for FY16, which we view as a positive 
trend. We have made loan-to-value ratios per 
funder more efficient so that additional loans are 
provided against the same security package. The 
ratio of secured loans to total property value was 
21% at FY16.

No additional mortgage bonds have been 
registered over properties, resulting in total 
unencumbered assets, including the equity-
accounted investments and listed investments 
(but excluding the investment in GOZ), increasing 
to R37.2 billion. 

Cost of funding
The cost of funding increased from 8.9% to 
9.3% during the year, mainly due to an increase 
in the percentage of fixed interest rate exposure 
to total liabilities from 76.0% to 86.6% over the 
year. Growthpoint entered into cross-currency 
interest rate swaps for a total nominal amount of 
AUD451.5 million. If these cross-currency interest 
rate swaps are taken into account, the weighted 
average cost of funding reduced to 8.5% at year 
end. 

Continuing the trend from 2014, the bond market 
reflected increased credit spreads in the year 
under review. However, with our ability to access 
different funding sources from the debt capital 
markets, institutional funding and bank funding, 
there was no major change in Growthpoint’s 
weighted average credit spread. We expect 
continued pressure on the credit costs because of 
the poor macroeconomic environment and low 
local growth expected for the next 12 months. 
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Maturity profile

FY15 and FY16 debt maturity profile
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The weighted average term of the liabilities 
remained stable at 3.0 years for FY16 from 
2.9 years for FY15. However, as can be observed 
from the maturity profile graph, a concerted effort 
has been made to change the maturity profile, 
where the maturing liabilities are more evenly 
spread over the years. 

Growthpoint has total undrawn facilities of 
R5.9 billion and R4.5 billion is maturing within the 
next 12 months. We have received an in-principle 
credit approval from one financier to extend the 
maturity date of R2.7 billion of loans maturing 
in December 2016 for a further four years. The 
undrawn facilities are spread across a number of 
different financiers. 

In various discussions, financial institutions have 
indicated their commitment to Growthpoint and 
we are confident that we will be able to raise 
sufficient funding from the banking sector and 
debt capital markets for our ongoing investment 
programme as well as the refinancing of maturing 
loans. 

Credit ratings and covenants
As at FY16, Moody’s confirmed Growthpoint’s 
ratings at:

Global scale rating – Issuer Baa2

Global scale rating – Short term (P)P-2

National scale rating – Long-term issuer Aaa.za

National scale rating – Short-term issuer P-1.za

The negative outlook to the ratings is linked to the 
outlook on South Africa’s sovereign credit ratings.

Growthpoint was assigned the highest possible 
national scale credit rating of Aaa.za by Moody’s, 
which indicates that Moody’s view Growthpoint 
as having a very strong credit profile compared to 
other South African corporates. The rating upgrade 
followed Moody’s recalibration of its National 
Scale Ratings methodology for South Africa.

According to Moody’s, any future upward or 
downward rating pressure on Growthpoint’s 
ratings and outlook will have to be considered in 
the context of the South African sovereign rating 
position and outlook at the time. 

Growthpoint’s most onerous loan covenants:

FY16 FY15

Covenants Limit
Including

 GOZ
Excluding

 GOZ
Including

 GOZ
Excluding

 GOZ

Loan to value [Nominal debt (net of cash)/Property fair value] ≤55% 33.7% 30.5% 33.2% 32.1%

Interest cover [Net property income/Net interest expense] ≥2.0x 3.3x 3.2x 3.4x 3.4x

Growthpoint is well within its covenant requirements and targets to maintain its loan to value ratio below 40.0%.
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Treasury management continued

Interest rate risk management
Growthpoint’s earnings are exposed to changes in 
interest rate risk as a portion of its properties are 
funded by liabilities. However, we have a policy of 
hedging at least 75.0% of all liabilities at a fixed 
interest rate, which reduces earnings volatility. At 
FY16, 86.6% of liabilities were hedged at a fixed 
interest rate, which increased from 76.0% at FY15. 
The weighted average term of the fixed interest 
rate profile reduced slightly to 3.4 years at FY16 
from 3.5 years at FY16. 

Should interest rates increase by 1.0%, 
Growthpoint would pay an additional 
R33.1 million in interest expense. This translates 
to 1.2 cents in distribution per share. Growthpoint 
therefore believes that the interest rate risk is well 
contained.

Exchange rate risk management
The volatility of the Rand can be viewed in the 
graph alongside, which was exacerbated by 
Nenegate.

From a balance sheet point of view, our GOZ 
investment is now partially hedged via the cross-
currency interest rate swaps. The cost of the GOZ 
investment at FY16 is AUD762.6 million and the 
market value of the investment is AUD1.2 billion, 
therefore 59.0% of the investment cost is hedged, 
and 38.0% of the market value is hedged. The 
use of cross-currency interest rate swaps ensures 
Growthpoint is still able to obtain a positive 
margin between the yield received on GOZ and 
the interest rate implied in the cross-currency 
interest rate swaps. 

Growthpoint’s earnings are also subject to 
exchange rate movements, largely due to the 
dividends received from GOZ, which are subject 
to the volatility in the AUD/ZAR exchange rate. 
90.0% of the expected dividends for FY16 and 
60.0% of the expected dividends for FY17 are 
hedged, either via forward exchange contracts or 
cross-currency interest rate swaps. This indicates 
that for a R1 change in the AUD/ZAR exchange 
rate, Growthpoint’s earnings would be minimally 
impacted by 0.1 cents in distribution per share for 
FY:16 and 1.1 cents in distribution per share for 
FY:17.

The impact of the volatility of the EUR/ZAR rate is 
negligible on its earnings as the earnings from the 
investment in the Stenham European Shopping 
Centre Funds (SESCF) is not significant compared 
to Growthpoint’s total earnings.

FY16 five-year swap rate
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Environmental 
initiatives

Growthpoint continued on its journey of sustainable development and operations that are 
changing the way in which it does business for the better. Already a prominent owner and 
manager of properties in South Africa, we are simultaneously establishing ourselves as a 
leading green property developer to better accommodate the needs of our clients and ensure 
the long-term sustainability of our business. 

Strategy for Growthpoint with details on sector focus areas

Integration of green building and sustainability throughout our business 
Each sector in our South African business – retail, industrial, office – has different levels of focus within sustainability. We have developed a 
sustainability strategic framework to highlight five key focus areas for Growthpoint.

Utilities 
management

Value creation  
through sustainability

Consumption 
efficiency

Renewable 
(energy mix)

Sustainable  
development Strategic

Sustainability strategic framework

Utilities management We strive to accurately measure and bill our clients for energy and water consumption at 
our properties. In addition, we need to ensure that we are aligned with the latest electricity 
and water measuring technology.

Consumption efficiency We constantly investigate and implement interventions that will reduce operational costs 
for our clients and increase desirability to occupy our property space.

Renewable (energy mix) We want to incorporate renewable energy solutions in buildings with a feasible business 
case.

Sustainable development We ensure our new and existing buildings adhere to the quality standards set out by the 
Green Building Council of South Africa (GBCSA).

Strategic We pursue projects that mitigate risk within our property portfolio, advocacy and education 
of sustainability as well as reporting about sustainability.
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Growthpoint’s sector focus areas:
In line with our sustainability focus, our business sectors are pursuing the following initiatives in line with the strategy framework: 

Office Retail Industrial 

Solar
GBCSA certification
Green addendum
GreenX5.0 campaign (energy and water)
Basement lighting project
Greenovate

Solar
Water initiative 
Waste management
Electrical vehicle charging stations
Greenovate

Solar
GBCSA certification
Greenovate

The six steps to sustainable change governance framework 
With our sustainable strategic framework we are able to identify interventions of all types and standards. These interventions then flow into a 
governance framework that we call our six steps to sustainable change.
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Step 6
Monitor
A building’s performance needs to be monitored against the 
requirements of its applicable rating tool, being the GBCSA EWP 
tool, the GBCSA existing building performance rating tool or the 
GBCSA design and as-built rating tools. In addition, the behavioural 
change of people should be monitored in line with their new 
training and updated marketing resources.

Manage
Managing optimal building performance will ensure each GBCSA 
rating is retained.

This framework ensures a suitable solution with a strong business 
case aligned to the quality standards of the GBCSA (where 
applicable), is implemented within the Growthpoint portfolio. This 
ensures that the performance of interventions are tracked after 
they are implemented.

The guidance or best practice standards we use for green 
building
Growthpoint uses the Green Star SA rating system, which was 
adopted and adapted for the local market and environmental 
context by the GBCSA from the Green Building Council of Australia. 
The Green Star SA tools are localised to respond to the local market 
and environment.

The aim of Green Star SA is to provide the commercial property 
industry with an external objective measurement for green 
buildings and to recognise and reward environmental leadership in 
the property industry. Each Green Star SA rating tool is developed 
for different building types and uses.

Our office portfolio pioneered the use of the Green Star SA rating 
system and today is leading the industry with its portfolio of green-
rated office buildings. While there is no rating tool for industrial 
buildings, one is now being developed by the GBCSA and our 
industrial sector is at the forefront of its development as a key 
partner. Ratings have not yet been achieved in our retail portfolio 
but, even where a building is not rated, we ensure that minimum 
standards are met and incorporate efficiencies and best practice 
where it is financially feasible and makes good business sense.

Our goal is to have over 50 Growthpoint buildings certified using 
the GBCSA Green Star SA rating tool by the end of the 2016 
calendar year. A large part of this is certifying existing office 
buildings. Growthpoint currently has 23 Green Star SA certified 
buildings in its portfolio. These are both new developments we have 
undertaken and existing office buildings. We are in the process of 
certifying a further 28 existing office buildings, and have already 
completed their submission to the GBCSA. 

Step 1
Sustainable solution identification
Sustainable solutions can be identified either within the organisation 
or externally. Solutions are captured and documented to ensure 
enhanced organisational learning. 

Innovation
Sustainable innovation will become harder to achieve as GBCSA 
rating tools increase in maturity. Identifying innovative solutions 
within sustainability is critical for our future success.

Step 2
Financial analysis
Financial analysis and modelling standards will be developed for all 
types of sustainable solutions. Focus needs to be given to both hard 
financial benefits (NPV, IRR, etc) and soft non-financial benefits.

GBCSA ratings
Identified sustainable solutions should align with the GBCSA rating 
tools. A strong focus needs to be given to the GBCSA existing building 
performance rating tool.

Step 3
Product verification, pilot and benchmark
After a solution is deemed to be financially feasible and aligns with 
the requirements of the respected GBCSA rating tool, its verification 
and validation is required. This can be achieved either by verifying 
its specifications by a credible source or by conducting a pilot study 
obtaining critical test results. In addition, similar products could also 
be benchmarked both financially and technically.

Step 4
Implementation readiness assessment
Before a product commences the implementation stage where it is 
rolled out on a large scale, it needs to go through an implementation 
readiness assessment. This will identify key focus areas and areas of 
concern, ensuring a smooth implementation. 

People readiness assessment
It is also important to identify the readiness of key clients to assist 
in prioritising and implementing a solution.

Step 5
Implementation training and marketing
This requires implementing the identified solution as well as 
developing training material for both the property brokers and the 
client itself, highlighting the solution’s benefits and operational 
requirements. The marketing of a single property or portfolio should 
be updated accordingly to ensure that both property value and 
rental income increase over time.

R
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Our Green Star SA rated buildings highlight the quality of our 
portfolio and increase the marketability of our buildings. A building 
certification from a respected external specialist gives our clients 
the assurance of independently green-rated buildings. These 
certifications are increasingly considered by investors and indices 
such as GRESB, FTSE/JSE Responsible Investment and DJSI, as well 
as ESG research houses. 

Growthpoint continues to see growth in the uptake of the Green 
Addendum, which has now been added to our principal lease 
agreements and, as a result, additional energy reduction initiatives 
are being implemented. The total green recoveries have crossed the 
R10 million mark from implementation in August 2013.

Growthpoint is committed to responsible environmental conduct 
beyond our legal and regulatory requirements. The board, 
management and staff of Growthpoint are committed to reducing 
the company’s environmental impact and continually improving 
the company’s environmental performance as an integral part of 
its business strategy.

Growthpoint continually monitors and improves environmental 
performance in relation to business developments. Among our 
environmental policy focuses are climate change and carbon 
emissions, energy, water, waste and biodiversity. Growthpoint is 
working towards reducing its consumption and having a greater 
positive impact on these and other environmental considerations, 
wherever possible. We do this through effective environmental 
management systems, stakeholder engagement and education. 

We strive to ensure the buildings we own and manage are 
as environmentally friendly as possible, incorporating new 
methods and technologies to the extent that they make business 
sense. We continually assess our buildings based on green 
building standards and make improvements where possible. 
Environmental considerations are important in our development 
and refurbishment projects. 

Our approach is to work with staff, occupants, suppliers and 
other stakeholders to find the best solutions within our business 
parameters. Our efforts are multipronged, addressing issues that 
span across the business as well as individual projects. They are 
ongoing.

We also work toward making a constructive contribution to 
national environmental objectives as well as implementing local 
and international best practices where appropriate for our business. 
Growthpoint actively engages on environmental issues on various 
national, local and international platforms as a representative of 
the property sector and a responsible business. We are recognised 
as a leader and catalyst for sustainability in the built environment.

Priorities and targets
We have set ourselves bold targets:

Water
We want all our office buildings to consume less water than 
the internally set benchmark of 0.88kl/m2 per year by 2020. To 
achieve this, we undertook an initial in-house water risk review of 
Growthpoint’s portfolio that considered 12 indicators. These initial 
efforts have revealed several water-related factors that need further 
consideration. We intend to increase our water management efforts. 
We expect to be in a position to provide additional disclosure on 
this issue next year. 

By focusing on quick fixes to improve water efficiency in the latter 
part of FY16, we saved an average of R368 000 a month and around 
8 000kl a month. The graph below illustrates the impact of these 
efforts for the 53 buildings audited.
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Environmental initiatives continued
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Energy
We want to incorporate renewable energy solutions in our buildings, 
where feasible. We have invested over R30.0 million in solar energy 
projects, most of which were approved and implemented in FY16. 
We anticipate reporting greater cost and environmental benefits 
in FY17. An additional R62.6 million is approved for investment in 
solar projects.

At FY16 we had 2.72MWp (excluding the V&A) solar plants installed. 
Our target is to have 5MWp installed by the end of 2016, but we 
expect to exceed this and achieve 6.5MWp installed.

We want all our office buildings to use less than the internally set 
benchmark of 200kWh/m2 per year by 2020. 

All new office developments should achieve a minimum 4 Star 
Green Star SA rating.

Waste
We continued our focus on data gathering and categorising different 
waste types. A new process for data collection has been developed 
to capture our waste data and was successfully implemented 
across our portfolio from January 2016. We worked closely with 
our vendors to standardise our reporting and ensure reports are 
provided regularly. With a better understanding of the types of 
waste collected, Growthpoint will be in a better position to develop 
a waste management and recycling strategy. This will also assist 
in developing waste benchmarks to compare and benchmark our 
buildings on waste recycling performance. 

Carbon emissions
For the last two years we have aligned our carbon footprint review 
with our financial year. 

Our carbon footprint includes all properties owned and managed by 
Growthpoint Properties, where we have operational control. FY15 
excluded the 46 properties in our most recent acquisitions, as our 
systems were not yet aligned. These properties are included in the 
FY16 review.

Our targets have been revised and the FY15 carbon footprint will 
be used as the new base year. This is owing to changes in the size 
of the business through acquisitions in recent years. Our targets 
are 0.16tCO

2
e per square metre and a 5% reduction on tCO

2
e per 

square meter in the next five years.

As part of our commitment to reducing carbon emissions, 
Growthpoint made a COP 21 commitment to have the entire office 
portfolio of 184 buildings spanning 1 790 428m2 at FY15, certified 
with a minimum of a 4 Star Green Star SA rating by 2020. The GLA 
at FY16 is 1 799 391m2.

Shareholder engagement
We participate on the SAPOA (South African Property Owners 
Association) sustainability committee. We also partake in initiatives 
led by the Department of Energy, especially giving input in the 
Energy Performance Certification programme and energy reduction 
targets in the commercial property industry. We are acknowledged 
as leaders in our field, with many Growthpoint staff members being 
spokespeople for our industry and industry bodies. 

We continue to work closely with the GBCSA on several issues 
and have a number of employees actively involved with both the 
GBCSA and the World Green Building Council. Our membership in 
the National Business Initiative allows us to collectively engage 
with local businesses on various sustainability issues.

Greenovate Awards
Growthpoint and the GBCSA initiated a joint project to develop 
and establish a Student Awards Programme. This programme, 
the Greenovate Awards, introduces university students to green 
building thinking and recognises excellence in its application. 
The Greenovate Award competition targets students in their 
honours year who are studying property, construction and quantity 
surveying. The pilot programme with the University of Cape Town, 
University of the Witwatersrand and University of Pretoria was very 
successful. This year it was expanded to include Nelson Mandela 
Metropolitan University and University of the Free State.
 
The Greenovate Awards have positive impacts on education, 
entrepreneurship, innovation and society – for all involved.
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Major achievements for FY16
 ~ Growthpoint Properties continues to be a leader in carbon 
disclosure reporting in the real estate sector in Africa.

 ~ Growthpoint increased its installed solar capacity from 715kWp 
to 2 720kWp. In addition, the V&A Waterfront has a 900kWp 
installation.

 ~ The basements of 25 office buildings were retrofitted with 
LED lights and motion-sensing capabilities, saving energy 
consumption.

 ~ Growthpoint is on track to have over 50 certified green buildings 
in its portfolio. The majority of these buildings have already been 
certified by the GBCSA while the others have been submitted for 
external review and are awaiting feedback.

 ~ In partnership with industry experts, Growthpoint developed a 
tool that will greatly assist in managing GBCSA green building 
ratings in the future.

 ~ We are in the process of installing our first electric vehicle charging 
station at Constantia Village. A memorandum of understanding 
was signed between Growthpoint, BMW and Nissan.

 ~ The successful launch of the Greenovate Awards saw 52 students 
from three universities submit their honours thesis topics 
for this competition. The Greenovate Awards programme also 
won the Innovative Development award at SAPOA Excellence 
Awards 2016.

 ~ More than 80% of our long-term hold office buildings achieved 
a better rating for the energy benchmark set by the GBCSA’s 
EWP tool.

 ~ We intensified our focus on reducing water consumption by 
identifying poor performing buildings with the GBCSA EWP 
tool. From December 2015 to June 2016, we audited 47 office 
buildings. 

 ~ Growthpoint launched the first e-bike sharing scheme in 
Sandton in May 2016.

 ~ Growthpoint has the largest portfolio of green-rated properties 
in South Africa.

Major projects for FY17
 ~ Our goal is to grow our portfolio to over 75 buildings certified 
by GBCSA rating tools.

 ~ Solar projects already approved and under construction will 
take Growthpoint’s solar capacity to 7 669.3kWp, not counting 
the V&A Waterfront’s 900kWp.

 ~ We will remain focused on reducing energy, water and waste 
consumption in our portfolio.

Environmental initiatives continued
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Our 
people
Our staff members remain one of our key stakeholders and 
as such, we consciously and deliberately continue to perfect 
our ability to attract, develop, promote and retain a high 
performing diverse talent pool. Our high performing and 
diverse talent pool is a competitive advantage and a key 
enabler to achieving our strategic business objectives. 

ClientsShareholders Employees

We continuously strive to be an employer of choice by offering a thriving, challenging 
and nurturing environment where we treat all our employees with dignity and 
respect. We drive and foster a culture of high performance, offering development 
and growth opportunities with the aim of attracting, promoting and retaining an 
engaged high performing diverse talent pool in an inclusive environment. We care for 
and nurture our employees by continuing to provide robust education and awareness 
on key life issues to foster a healthy and sustainable workforce. Our total rewards 
remain competitive and market related.

As a good corporate citizen, we are committed to adhere to labour legislation and 
comply with the conditions its sets out. We were not found to be in contravention 
of any labour legislation in FY16. We also have policies and procedures in place 
to promote ethical behaviour and integrity among all our people. We encourage 
employees to raise concerns about workplace malpractice without fear of 
victimisation or reprisal. We publish our business code of ethics for employees on our 
intranet and website as well as the contact details for our whistle-blowing hotline. 
We ensure our staff members are aware of our policies and procedures and related 
updates. 

Staff profile

Employee statistics FY16 FY15

Number of employees 657 700

Net property income per employee (R) 8 713 851 6 405 714

Average tenure of employees (years) 7 5

Annualised attrition rate (%) 8.4 11.6

Average age of employees (years) 42 42

Minimum CTC – lowest level of employee (R pa) 95 000 89 521

Direct investment in employee training (R million) 4.7 4.7

Total cost of employee training (R million) 6.1 6.5

Number of employees trained 456 427

Hours of training per employee 6 6

Total number of sick days 1 951 1 718

Weighted average number of sick days per employee 2.8 2.9

Number of physical injuries 4 3

Days lost to incidents 6 8

Serious occupational injuries Nil Nil

Male: 51%
Female: 49%

 

Employee gender profile

< 26 years: 14
26 – 35 years: 168
36 – 45 years: 250
46 – 55 years: 156
56 + years: 69

Employee age profile

< 3 years: 168
3 – 5 years: 120
6 – 10 years: 215
10+ years: 154

Employee tenure

African: 44%
Coloured: 13%
Indian: 7%
White: 36%

 

Race profile
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Our people continued

Values and change integration 

When we developed Growthpoint’s new vision and mission, we also deemed it appropriate to revisit our values. The timing of this process was 
opportune as it aligned with the integration of 140 former Acucap staff members. Having grown through various mergers and acquisitions over 
recent years resulted in Growthpoint effectively doubling its workforce in a very short span of time, resulting in a blend of organisational cultures. 

We engaged all our staff members in a change agility and team effectiveness process that included redefining our values, their associated 
behaviours and our culture. Taking a bottom-up approach, we engaged staff members with two surveys – one quantitative and one qualitative. 
We also conducted 24 different workshops in Johannesburg, Cape Town, Durban and PE attended by 610 staff members, or 92% of our workforce.

CULTURE

Leadership  
and Management  

Development

Integrate Performance  
Management Systems

Values

Our new values were launched and integrated into our Performance Management System (PMS). This ensures the measurement of performance 
as well as behaviour. Our values and associated behaviours indicate what competencies a Growthpoint manager should have. These will be key 
components in the design of management and leadership development programmes. 
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Growthpoint behavioural competencies linked to values

Values Behavioural competencies

 ~ Participates in, and contributes to building a group identity characterised by pride, trust, respect and 
performance

 ~ Collaborates, engages, listens and supports team members to deliver superior results
 ~ Is transparent, shares accurate information and delivers on commitments and expectations
 ~ Is consistently honest and professional in all interactions
 ~ Demonstrates respect for, and embraces diversity of thought, ideas, culture and individual values

 ~ Strives for excellence, with high aspirations, sets and achieves high performance goals (for self and team) 
 ~ Has a “think like an owner” attitude and goes the extra mile to achieve business results 
 ~ Energetic, passionate, motivated and results orientated
 ~ Effective at making and executing decisions appropriate to the role
 ~ Perseveres despite challenges and obstacles

 ~ Demonstrates a consistent desire to seek and/or create new business opportunities where applicable
 ~ Is proactive and seeks information on new trends and best practices
 ~ Has a courageous, creative, “out of the box” approach
 ~ Questions and challenges constructively for greater results
 ~ Asks and executes in a simpler and proficient manner for innovation

 ~ Demonstrates a desire to understand the client, their industry and their needs 
 ~ Is attentive, reliable and professional in all client dealings
 ~ Relationship focused, takes initiative, is solutions orientated, honours deadlines and commitments
 ~ Goes the extra mile where possible, and takes pleasure in delighting the client 
 ~ Is determined, persuasive, and service orientated

 ~ Accepts responsibility for own actions and decisions
 ~ Delivers results in an ethical, efficient and cost-effective manner
 ~ Stays focused on tasks despite distractions and balances quality of work and deadlines
 ~ Addresses conflict and disagreements constructively
 ~ Is receptive to feedback, implements suggestions for improvement and is open to change
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Our people continued

Driving a culture of performance

We continue to drive and entrench a culture of high performance and accountability 

through various tools and interventions including our PMS, as well as training and 

development opportunities. In FY16, our employees continued to embrace our PMS at an 

excellent participation rate of 97% as self-reviews and 95% manager reviews. 

The areas of development identified in our performance review process become 

a key input into the training and development plans of each employee. They include 

management and leadership development and continued professional development. 

What’s more, we create a clear link between reward and performance by directly linking 

compensation with individual performance ratings.

Development and growth opportunities

We seamlessly integrated 53 new employees to position them for success through our 

first-day onboarding programme followed by a comprehensive induction which takes 

place every six months. We believe the structured integration of new employees into the 

company contributes to building engagement and longevity with the company. 

Development of our talent is a key focus which remains a shared responsibility 

between each employee and their manager. Our employees are encouraged to 

take full ownership of their development and career growth. Our performance 

management process also provides for identifying training and development needs. 

This feeds into our training and development budget process. In FY16 we trained  

456 employees. These employees attended a combined total of 727 courses at a total 

financial investment of R6.1 million, through bursaries, workshops, information sessions, 

structured courses, learnerships, coaching and on-the-job training. Our investment 

covers the salaries of internal facilitators and learners as well as the relevant skills 

development levy.

We proudly launched our Young Talent Programme which comprises our 12-month 

internship and graduate programme. We currently have two interns and three graduates 

in our Young Talent Programme. 

 

Completed: 97%
Incomplete: 3%

Self-reviews

Completed: 95%
Incomplete: 5%

Manager reviews
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We present at universities to ensure that Growthpoint is top of mind 

for young talent aspiring to build careers. This year, we attended 

the following career fairs: Wits Business School, University of Cape 

Town and University of the Witwatersrand. 

We have various learning and development initiatives at all levels 

including adult basic education and training (ABET), handyman 

training, health and safety, technical apprenticeships, learnerships, 

professional certification, management development and formal 

education. In the past financial year, staff members participated in 

the following programmes: 

Courses attended FY16

Adult basic education and training 14
Handyman training 17
Health and safety 127
Learnerships 14
Professional certification (EAAB) 59
Academic qualifications 16
Management development programme 4
Coaching and mentoring 2
Property courses 15
Technical computer skills 29
Business professional courses 79
Soft skills 57
Informal sessions 294
Total 727

We are committed to align ourselves with property industry trends, 

and have engaged with the Estate Agency Affairs Board (EAAB) to 

transfer knowledge and empower our staff with the necessary skills 

for their professional estate agent compliance. 

Management and leadership development

The ongoing development of our managers and leaders is central 

to the effective leadership and management of our talent. To that 

end, talent development has been identified as a key enabler to 

the achievement of our business objectives. A strategic talent 

development project was launched in June 2016, which will focus on 

defining our leadership and management competencies, assessing 

talent, introducing a 360-degree assessment, and developing 

suitable leadership and management development interventions. 

These interventions will equip our managers and leaders with 

adequate skills to manage and lead a diverse high-performing talent 

pool. Also, it will help us to identify our key talent, build a ready 

talent pool for succession and retain staff. 

Diversity and inclusion
Our strength lies in our diversity. Differences in age, industry 

experience, religion, education, performance levels, race, working 

styles and gender, combine to create a competitive advantage 

for our business. This diversity enables us to create an innovative 

working environment that encourages alternate views and 

perspectives, as well as a place to ask questions and find answers. 

 

Inclusion is important and means that in our interactions, we treat 

each other fairly and respectfully. Everybody has equal access 

to opportunities and resources, and everyone is encouraged to 

contribute to Growthpoint’s success. We are committed to creating 

a diverse and inclusive work environment.

It will also include launching our disability disclosure policy, 

encouraging staff to disclose their disabilities. 

The overarching objective of this programme is to create an 

inclusive environment where different views and innovative ideas 

are given space to thrive. 

Human rights
Growthpoint is committed to upholding human rights, including 

freedom from discrimination of any kind. In line with our country’s 

constitution, we do not support any form of hate speech, and we 

believe every individual has the right to live the way they choose. 

Furthermore, our commitment to human rights includes indigenous 

rights. We uphold the principles of freedom from child labour and 

forced labour. We do not prohibit employees from freedom of 

association. 
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Our people continued

Education and awareness
We continue to provide various education and awareness initiatives 

for our staff members in various subjects such as retirement, 

wellness, mental health, and lifestyle and disease management. 

Employee assistance programme and staff well-being

Our well-used and established employee assistance programme 

continues to help employees respond adequately to challenges 

they may face in their lives. In turn, it benefits us with effective and 

productive teams and individuals. 

It gives staff members and their immediate family members access 

to a wide variety of psychosocial professionals who provide expert 

advice and help with challenges and difficulties, such as emotional, 

personal, family, relationship, substance abuse, financial, lifestyle 

diseases, violence or bereavement challenges.

Besides providing access to these services we regularly run education 

and awareness sessions on psychosocial issues. In the last year, we 

ran the following well-attended workshops: 

 ~ Managing stress and building resilience

 ~ Financial fitness

 ~ Personality styles at work

 ~ The challenges of work – life integration

 ~ Conscious parenting

 ~ Laughter workshop

 ~ New year, new you. Guide to diet and exercise

 ~ Body language of confidence

 ~ Getting the balance right

Lifestyle disease management

The health and wellness of our workforce remains a threat to a 

sustainable business. With this in mind, we believe in consistently 

educating and creating awareness about lifestyle-based diseases. 

Our Vitality days target our Vitality members to improve their 

Vitality status with regular health and assessment tests, as well 

as living a healthy and balanced lifestyle characterised by healthy 

eating, exercise, rest and mindfulness. The Vitality Health Check 

identifies employees’ lifestyle risk by testing for chronic diseases, 

blood pressure, glucose, cholesterol, HIV/Aids and weight.

These Vitality days provide awareness and education sessions for 

our employees. All staff have had the opportunity to attend these 

days which were held in Johannesburg, Cape Town and Durban.

HIV continues to be a major global issue impacting the economically 

active population. Considering the profile of our employees, who 

are service, administrative, management and professional staff of 

an average age of 42 years, there is likely to be a HIV prevalence of 

3% to 6%. Employees who have registered for the HIV/Aids chronic 

disease management programme reflect that Growthpoint’s 

prevalence is approximately 2.5%; but this excludes employees 

who have not registered for HIV scheme programmes or who are 

covered by the partner’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 

application legislation, and this applies to our approach in dealing 

with employees infected or affected by HIV/Aids.

As a condition of service, all employees have to be a member 

of Growthpoint’s chosen medical aid scheme or a dependant 

on another medical aid scheme. 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. 
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In the event that an employee should become incapacitated due 

to any chronic condition including HIV/Aids, our normal disability 

policy would provide income replacement as well as continued 

membership of the retirement fund (including insured benefits such 

as group life cover)

Total rewards

We are very proud of our total rewards statement, which was 

launched in May 2016 for all staff. In turn, our staff members were 

pleased to receive one comprehensive document outlining their 

total rewards. This afforded us the opportunity to communicate, 

in a single page, the total financial investment that we make in 

all our employees. It allowed us to effectively communicate the 

remuneration and financial reward elements of our employee value 

proposition. It encapsulated all remuneration, incentives and fringe 

benefit values offered to employees. Typically, this includes the full 

components of guaranteed pay, short-term incentives, long-term 

incentives, retirement benefits, risk benefits and company benefits, 

with the different types of remuneration and benefits grouped.

It is a short, clear document that shows all elements of reward that 

each employee is entitled to, the value thereof and the expected 

date of payment. So, it illustrates the time-based value of the total 

reward package taking all elements of reward into consideration.

The benefit of total reward statements

 ~ Informing staff members of the total value of their 

remuneration and benefits is an effective way to remind staff of 

the total investment the company makes in them.

 ~ Highlighting the full range of benefits offered to staff.

 ~ Emphasising that compensation includes a wide range of 

benefits and perks.

 ~ Illustrating the time-value of short-term incentives deferred 

and long-term incentives.

 ~ An effective tool in annual remuneration reviews to remind 

staff what the current and proposed package includes.

 ~ Improves morale and is an effective retention tool.

 ~ Improves the marketability of packages offered in the 

recruitment process.

 ~ Employees respond positively when their remuneration and 

benefits are laid out in a clear, concise document. 

Retirement

Membership of a retirement fund is mandatory for all Growthpoint 

staff, and this is to ensure that our staff members plan and save 

towards their retirement from the time they start working for 

us. Awareness and education sessions help prepare staff for life’s 

eventualities which may include death, disability, dreaded diseases 

and the like. 

We hosted various workshops targeted at savings, retirement, 

preparing for death and other unforeseen circumstances. Working in 

partnership with our pension and provident fund provider, our staff 

participated in the following information and workshop sessions: 

 ~ Retirement planning 

 ~ Preparing for death – wills and nominations of beneficiaries 

 ~ Tax law amendment bill

Staff volunteerism 
Our year-round staff volunteerism initiative, Gsquared, is an action-

orientated community engagement initiative for staff. From July 

2015, Growthpoint gave every one of its staff members eight 

hours to take part in community development work. We care 

about the welfare of the communities where our staff live and 

where our business has an impact. By giving our people the time 

and opportunities to volunteer, we further our common goal of 

supporting positive change in our communities.
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PART 1: BACKGROUND STATEMENT 
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 2016. 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, Executive Committee members and non-executive 
directors. The information provided in this report has been approved 
by the Board on the recommendation of the committee.

In light of the significant activity in the SA property industry, the 
demand for industry specific skills within our limited pool of talent 
remains high, as does the risk of non-retention. The company’s 
remuneration philosophy has therefore been built around retaining 
key talent, which necessitated the introduction of the Executive 
Retention Scheme (ERS) in the 2014 financial year. Skills retention 
and attraction has also been identified as a key risk area for our 
business and we remain acutely aware of the fierce competition for 
talent within our industry.

We believe our key performance indicators which are used for the 
measurement and determination of short-term incentive awards 
are aligned with company goals and strategies, while the targets 
set provide sufficient stretch to challenge executive management 
but at the same time are not completely unachievable, resulting 
in management being demoralised. Given the rapidly changing 
environment in the listed property sector and emergence of 
a two-tier market characterised by property companies that 
engage in trading activities more akin to that of hedge funds with 
a concomitant increase in risk profile on the one hand and more 
traditional rent collecting property companies on the other hand.
We align ourselves with the latter and seek to achieve predictable 
distribution streams from a quality property portfolio with prudent 
financial risk management. We take great care in ensuring that our 
remuneration mix is appropriate and that there is a reasonable level 
of confidence that the value in terms of our various share schemes 
will be realised. To ensure that all our staff members are engaged 
and motivated we continue to make awards of zero cost options 
to all staff (excluding the executive directors and certain Executive 
Committee members) under the Growthpoint Staff Incentive 
Scheme (GSIS).

The committee believes that the ERS has been a successful tool in 
assisting us to retain the talent which is so vital to our organisation. 
The first vesting of ERS awards took place in April 2016 and was met 
with positive feedback from key executives. The vesting values are 
included in the total remuneration table on page 59.

We note, however, that there are some shareholder concerns 
around the ERS. We aim to address these concerns as part of the 
roll-out of an enhanced remuneration policy going forward. At 
present, we reiterate that no further regular annual awards are 
contemplated under the ERS to existing participants under the 
scheme. We intend to retain this tool for use in circumstances to 
help us to unlock value for all of our stakeholders by attracting and 
retaining key skills at executive management level. Limited awards 

are expected to be made to a handful of key executives who were 
not included in the initial allocation of awards, and, in the view of 
the committee, need to be retained using the ERS. The committee 
is aware of certain shortcomings in the remuneration policy, based 
on feedback received from shareholders and institutional investors 
over the past financial year. In light of this, we are interacting with 
shareholders and stakeholders for input on suggestions to improve 
the remuneration policy.  The intention is to address these concerns 
as we roll out an enhanced remuneration philosophy in the 2018 
financial year. We will also address some criticism received in the 
table on page 62 of the report.

The Remuneration Committee has worked with its independent 
advisers, PwC, for guidance on responsible and appropriate 
remuneration principles in respect of decisions that are adopted 
and implemented by the committee, as well as in establishing an 
enhanced remuneration policy going forward. While it is premature 
to introduce the enhanced remuneration policy at this stage, the 
committee believes that the remuneration policy presented below 
and the implementation thereof nevertheless reflects alignment 
of the Group’s business strategy and long-term goals with the 
interests of shareholders. The committee is satisfied that the overall 
principles laid down by the King Code of Governance for South 
Africa (King III), in the absence of King IV principles being finalised, 
and the Companies Act, 2008 (the Act) have been adhered to unless 
specifically stated and explained. 

We remain conscious of social and ethical considerations and 
negative perceptions of the significant gaps between what the 
lowest paid employees earn and what executive management 
earn. We continue to make strides towards a more even wealth 
distribution by implementing higher percentage increments 
as adjustments for lower level employees, as compared with 
increases awarded to the general employee group and executive 
management. In 2015, we reported that adjustments would be 
made to the “living wage” of 83 of the lowest paid employees to 
a minimum of R120 000 (excluding any short-term incentive (STI) 
payments or value realised from participation in the Growthpoint 
Staff Incentive Scheme (GSIS) over a period of two years. We 
are still in the process of implementing these adjustments in an 
effort to reduce the wage gap within the company. The take-on 
of the Acucap and Sycom employees in terms of section 197 of 
the Labour Relations Act and the integration of these employees 
into the Growthpoint remuneration structures, has created new 
challenges in this regard, which we are in the process of addressing.

We take a long-term view on growth and success, which we strive 
to translate to our remuneration policy through the retention of 
key talent and a commitment to fair remuneration practices, and 
remain committed to being the leading South African property 
company.

HS Herman
Remuneration Committee Chairman

30 August 2016

Remuneration 
report



About  
this report

Organisational  
overview

Performance  
review

Key  
matters

Segment 
performance

Governance and  
risk management

Growthpoint Properties Limited  /  53 
Integrated annual report 2016

PART 2: 2017 REMUNERATION POLICY 
OVERVIEW
The committee 
Role of the committee
The committee assists the board in setting the company’s 
remuneration policy and executive as well as non-executive 
directors’ and executive management’s remuneration. The 
committee’s terms of reference are set out in the corporate 
governance section of the integrated annual report. 

Members of the committee
Details of the members of the committee can be found in the 
corporate governance section of the integrated annual report. 

All the current members of the committee are independent non-
executive directors. The committee met formally four times during 
the FY16 as well as meeting informally on numerous occasions. 
The Chief Executive Officer, Managing 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. PwC 
attended the meetings in their capacity as independent advisers 
to the committee.

Summary of remuneration activities/decisions undertaken 
during the year
The main issues considered and approved by the committee 
during FY16 were as follows:

 ~ Approval of the remuneration report
 ~ Short-term incentives for executive directors and Executive 
Committee members

 ~ Share incentive plan awards to all eligible employees and 
approval of vesting of awards

 ~ Annual salary review for executive directors and Executive 
Committee members

 ~ 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
 ~ Overall review of the company’s remuneration policy and 
suggestions to enhance it

Remuneration policy summary 
General staff remuneration policy 
Growthpoint values all staff, and strives to ensure that remuneration below executive level is structured fairly, and all staff members are 
rewarded for exceptional performance. We recognise that remuneration 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. We are particularly proud of our GSIS, and 
believe that the participation of all employees in the GSIS helps us to create a culture of ownership, which contributes towards employees 
that are satisfied and engaged, and motivated to perform to the best of their ability.

DIAGRAM TO BE DESIGNED
REWARD

drive performance through  
the reward of exceptional  

performance 

Short-term incentive 

(amounts	paid	typically	vary		
between	amounts	equivalent	to	one		

to	six	months’	salary)

ATTRACT
qualified, skilled staff with  

experience and/or good potential  
in the marketplace 

Market related guaranteed cost to 
company (GCTC) salary 

(median	for	general	skills,		
ranging	to	upper	quartile	for		

critical	skills	or	key	staff)

RETAIN
staff over time (particularly key  
staff and staff with potential) 

Long-term incentive 

(all	staff	can	become	shareholders	in		
the	company	through	the	GSIS	–	fostering		

a	culture	of	ownership	in	all	staff	and		
supporting	one	of	Growthpoint's		

core	values	of	being	"owners		
and	managers"	of	our		

property	portfolio)
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Remuneration report continued

Executive Committee remuneration policy
The table below summarises the individual elements of the total remuneration package offered to executive directors and Executive 
Committee members.

Element Purpose and link to strategy Detail and design principles

Fixed

GCTC

Total fixed remuneration (TFR) paid 
in cash

Ensures that each individual’s 
role is compensated at market 
related levels which recognises 
the individual’s skill and 
experience.

GCTC is set to be competitive and is set at 
the median of the comparator group. For key 
employees, GCTC may be set at the upper 
quartile. 

GCTC is reviewed annually, and the committee 
considers the following in its review:

 ~ company and individual performance;
 ~ affordability;
 ~ changes in responsibilities;
 ~ internal and external benchmarks; and
 ~ average salary increases for the entire 
Growthpoint workforce.

Benefits Benefits include:
 ~ included in GCTC:

•  contributions to a defined contribution 
retirement plan;

•  contributions to a medical aid scheme;
 ~ company paid:

•  personal accident, dreaded disease and 
AdmedGap (hospitalisation gap cover) 
insurance policies.

Variable Short-term incentive (STI) including 
a cash payment and a deferred 
incentive (deferred into zero cost 
options).

Drives and rewards the 
achievement of the company’s 
short and medium-term goals, 
with payment levels based on 
five key performance areas 
(KPA’s).

Through the KPAs, employees  
are aligned with the key short 
and long-term strategic priorities 
of Growthpoint and the interest 
of shareholders. This in turn helps 
to generate long-term returns to 
shareholders.

The STI is determined by the committee on a 
discretionary basis, with the maximum STI for 
executives being 200% of the TFR at the time 
of making the STI award, which reflects the 
TFR in September in any given year. 

Actual company performance is measured 
against a scorecard of KPAs, as set out in 
part 3 of this report. Performance achievement 
against the KPAs and key performance 
indicators (KPIs) are benchmarked against 
a peer group of companies in the property 
sector, namely Redefine, Emira, Hyprop, and 
SA Corporate.  The peer group is reviewed 
and updated on a regular basis to take into 
account companies that have been taken 
over and delisted. In exceptional cases, the 
committee has the discretion to make ex	gratia 
payments, where considerable value has been 
added to shareholders. The targets set out in 
the KPA scorecard translate to a maximum 
STI achievable, and the committee then applies 
its discretion to determine an appropriate 
STI for each executive director, and member 
of the executive committee. For executive 
directors and executive management, 50% 
of the STI is paid upfront in cash, and the 
remaining 50% is delivered on a deferred 
basis in zero cost options, vesting over a  
three-year period of one-third each, following 
the award date. 
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Executive Committee remuneration policy continued

Element Purpose and link to strategy Detail and design principles

Long-term incentives (LTI), namely 
the GSIS, comprising:

For the executive directors,  
and executive management  
(“execu tives”):

 ~ the Executive Retention Scheme

For other staff:
 ~ Zero cost options

The LTIs drive and reward long-
term, sustained performance 
measured against metrics which 
are strongly aligned with the 
interests of shareholders.

The Growthpoint Staff Incentive Scheme
One of Growthpoint’s core philosophies is 
that “we own and manage” our property 
portfolio.  Through the GSIS we achieve the 
ownership component of this value, in that 
all of Growthpoint’s staff members (excluding 
executive directors and certain Executive 
Committee members) are awarded zero cost 
options which vest over a five-year period.

The vesting profile allows for 0% of the 
awards to vest after year one, and 25% to vest 
in each successive year after year two with 
the last vesting of each award taking place 
after year five.

The GSIS currently provides for regular annual 
awards of zero cost options to Growthpoint 
staff and the award of reducing strike options 
as part of the ERS. The components, as 
applicable to executives, are set out in more 
detail below.

The GSIS, in the form of zero cost options, is 
also used as a mechanism for the deferred 
component of the STI for executives.

The aggregate number of options/shares 
that may be awarded to participants in the 
duration of the GSIS is currently 50 million, 
representing around 1.81% of the issued 
shares of the company. It is proposed that 
this be increased to 75 million together with 
extending the scheme’s term for a further 
10 years to 2027, at the upcoming AGM in 
November 2016. The numeric limit will then 
represent approximately 2.6% of the current 
shares in issue.

In the case of termination of employment, 
the GSIS provides for forfeiture of all unvested 
options, except for certain instances where, 
at the discretion of the committee, pro	rata 
future vesting may be allowed (for instance in 
the case of “good leavers”) or death in service.
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Remuneration report continued

Please define

Executive Committee remuneration policy continued

Element Purpose and link to strategy Detail and design principles

 ~ Zero cost options continued Zero cost options (All staff excluding the 
executives)
Zero cost options are awarded annually where 
the quantum of options awarded to each 
eligible employee is based on a target multiple 
of their respective annual GCTC. Target 
multiples are linked to market benchmarks 
and can be increased by approval of the 
committee for critical skills and individual 
retention. 

The Executive Retention Scheme  
(ERS – part of the GSIS)
The ERS is a notional share purchase scheme 
and is designed to retain executive directors 
and senior management over the longer term.  
The option simulates a share purchase scheme 
that is half funded with debt.

The ERS is not awarded on a regular basis, 
with a significant initial award having been 
made in 2014.  At present, no further regular 
annual awards are contemplated under the 
ERS to existing participants under the scheme.  
However, new issues could be made in 
exceptional circumstances where the need to 
attract and retain key executives is identified.

The options granted on 1 April 2014 had an 
initial strike price of R11.43 based on a 50% 
discount to the Growthpoint 30-day clean 
volume weighted average price (VWAP) as 
traded on the JSE. 

Each option’s strike price will be adjusted on a 
notional basis by:

 ~ increasing the strike price by 8.25% per 
annum compounding on the distribution 
payment date representing interest of the 
notional debt; and

 ~ decreasing the strike price by the actual 
distribution per share, declared and paid by 
the company.

These characteristics of the ERS provide for 
perfect alignment between management and 
shareholders in that the eventual value that an 
executive will receive under the ERS is driven 
by the distribution per share, the growth in the 
distribution per share and the share price.

These options will vest on 1 April each year 
over eight years, commencing on 1 April 2016, 
as follows, and give the option holder the 
right to acquire one Growthpoint share at the 
variable strike price at the vesting date.

2015 0% pa

2016 – 2017 10% pa

2018 – 2020 20% pa

2021 – 2022 10% pa
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ILLUSTRATION OF THE PAY-MIX FOR EXECUTIVE 
DIRECTORS

TGP: 33%
STI: 34%
Deferred STI: 33%

 

Average on-target package for 
executive directors

Packages are designed to provide the appropriate balance between 
fixed remuneration and variable “at risk” remuneration. Fixed 
remuneration is benchmarked against the same comparator groups 
used to benchmark remuneration for non-executive directors as set 
out in the table on page 60. Variable pay will, depending on the role, 
function and responsibility of the executive director or Executive 
Committee member constitute between 40% and 75% of the total 
remuneration of that executive director or Executive Committee 
member. The average on-target package for the executive directors 
is depicted above (no LTI awards were made during the year under 
review).

The actual package outcomes are depicted in part 3 of this report.

Service contracts
The CEO and Managing Director have service contracts with 
Growthpoint with reciprocal six-month notice of termination 
provisions. The Financial Director is on a standard employment 
contract with a six-month reciprocal notice of termination provision. 

The service contracts 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, which the 
executives are measured against

 ~ Loss of office under certain circumstances

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

 ~ Fees are structured as an annual retainer component and an 
attendance fee for scheduled meetings

 ~ Fees are reviewed annually and proposed at annual general 
meetings for approval

 ~ The comparator group includes the following companies:

Tiger Brands Ltd Redefine Properties Ltd
MMI Holdings Ltd Sanlam Group Ltd
Netcare Ltd The Bidvest Group Ltd
Mr Price Group Ltd Aspen Pharmacare Holdings Ltd
Discovery Ltd Vodacom Group Ltd
Woolworths Holdings Ltd

 ~ The group was selected on the basis of JSE companies of similar 
size.  It is the same as that used for the executive directors

 ~ The remuneration of non-executive directors is targeted 
between the median and the upper quartile of the comparator 
group.  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 a year without being paid.  Payment for the 
ad	hoc board and committee meetings will be determined on a 
case-by-case basis by the committee

 ~ Non-executive directors are compensated for travel and 
subsistence on official business where necessary and to attend 
meetings

 ~ 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.

 ~ Annual assessments of independence and performance are 
conducted in respect of the non-executive directors

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 will not be permitted 
to retain any directors’ fees earned in their individual capacities 
except those earned from Growthpoint Properties Australia. Please 
see paragraph 42.3 in the annual financial statements (page 64) for 
detailed remuneration paid to executive directors and the Chairman 
in respect of services rendered to other Group companies.  
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Remuneration report continued

Non-binding advisory vote
Shareholders are requested to cast a non-binding advisory vote on the aforementioned part 2 of this report.

PART 3:  DISCLOSURE OF THE IMPLEMENTATION OF THE POLICIES FOR THE FINANCIAL YEAR

Guaranteed pay adjustments
In determining the GCTC increases for executive directors, the committee considered relevant comparator group market data, using the same 
comparator group used for the non-executive directors, listed above. The average rate of GCTC increase for executive directors was 9.7% taking 
into account the outcome of the benchmarking exercise, while the average rate of increase of GCTC for executive directors and Executive 
Committee members was 8.2%. The salary increases for staff below executive level were concluded in May 2016 with an overall increase in the 
salary costs of 6.7%.  The increases were effective on 1 July 2016 and are applicable for the period July 2016 to June 2017.

2016 STI outcomes (cash and deferred STI into zero cost options) 
The target performance set out in the table below indicates the maximum possible STI pay-out, and committee discretion is then applied to 
determine the final STI amounts paid. 

Performance outcomes 
Actual performance in respect of the five KPIs, compared to the target performance, is set out and illustrated in the table below. Growthpoint 
aims to set targets which include stretch within the targets, and accordingly does not have a concept of “stretch” performance, as strong 
performance is required to meet the targets set:

KPI Weighting Actual Target
Performance 
achievement 

(a) Growth in dividend per share 60% 48%

 ~ Internal benchmark (budget) 30% 6.0% 5.0% 30%

 ~ Peer group benchmark 30% 6.0% 10.0% 18%

(b) Business growth 10% 10%

 ~ Gross asset base (R112.5 billion vs R100.4 billion) 12.0% >5%

 ~ Gross revenue growth (R9.8 billion vs R7.7 billion) 26.1% >7%

 ~ Dividend growth in absolute terms (R5.1 billion vs 
R4.2 billion) 19.8% >5%

(c) Operational metrics 15% 15%

 ~ Property cost-to-income ratio 24.6% <27%

 ~ Operating expense ratio 2.7% <5%

 ~ Overall vacancies 5.7% <7%

 ~ Total arrears (as % of collectables) 6.8% <10%

(d) Qualitative factors 5% 5%

 ~ Compliance √
 ~ Development of people/culture/values √
 ~ Overall management review √
 ~ Industry participation √

(e) Financial management 10% 10%

 ~ Loan-to-value ratio 30.4% <45%

 ~ Debt expiry profile 3.0 years >3 years

 ~ Interest rate hedging 86.6% >75%

 ~ Secured vs unsecured debt (longer term 50/50) 68/32 70/30

 ~ Moody’s rating Yes Investment grade

Total 88%

Notwithstanding the achievement, or otherwise, of these KPIs, ultimate discretion in respect of the payment of cash STI, or award of deferred 
STI, remains with the committee and the Board of Directors.
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Actual and proposed STI and deferred STI payments for executive directors 
The executive directors received the following STI awards – both cash and deferred STI awards – in respect of performance for FY16:

Name Title
FY17 TFR

R
STI – cash

R
Deferred STI

R STI as % of TFR*

Norbert Sasse CEO 6 175 000 5 434 000 5 434 000 176%
Estienne de Klerk Managing Director 4 650 000 4 092 000 4 092 000 176%
Gerald Völkel Financial Director 3 100 000 1 364 000 1 364 000 88%

*	Expressed	as	a	percentage	of	the	TFR	for	FY17,	being	the	TFR	applicable	at	the	time	the	STI	awards	were	approved	by	the	Board.

ERS awards granted in the 2016 year
ERS awards amounting to 1 100 000 options were granted in the 2016 financial year.

Disclosure of the vesting outcomes in respect of of GSIS awards vesting in 2016
The value attributable to long-term incentives that vested in FY16 in terms of the GSIS (excluding deferred STIs but including the ERS) is 
disclosed in the table below. 

Total remuneration outcomes for 2016
The composition of remuneration outcomes in 2016 for the CEO, Managing Director and CFO is represented in the table below.

Executive directors’ remuneration
In the table below, the cash STI and deferred STI (which will be paid in FY17, FY18 and FY19) earned in the year under review, is disclosed. In 
addition, the GSIS vesting, as well as vesting in terms of the ERS in FY16, respectively is disclosed.

Name TFR
Cash 

bonus(1)
Deferred 

STI(2)

GSIS and ERS
 vesting 

FY16(3)

Total 
remuneration 

FY16

Total 
remuneration 

FY15 

Norbert Sasse 5 877 450 5 434 000 5 434 000 15 109 488 31 854 938 27 405 432 
Estienne de Klerk 4 250 400 4 092 000 4 092 000 8 038 723 20 473 123 17 246 060
Gerald Völkel 2 700 150 1 364 000 1 364 000 – 5 428 150 4 888 000

Notes:	
(1)	Based	on	the	FY16	performance	and	paid	in	cash	in	FY17.
(2)	Deferred	STI	earned	in	FY16,	payable	in	FY17,	FY18	and	FY19.
(3)	GSIS	awarded	in	prior	years	and	vesting	in	FY16,	excluding	deferred	STI	and	the	first	vesting	of	the	ERS	in	April	2016.

The actual remuneration outcomes paid to executive directors are graphically illustrated as follows: 

Salary: 19%
Cash bonus: 17%
Deferred STI: 17%
GSIS vesting: 47%

 

N Sasse

Salary: 21%
Cash bonus: 20%
Deferred STI: 20%
GSIS vesting: 39%

 

E de Klerk

Salary: 50%
Cash bonus: 25%
Deferred STI: 25%

 

G Völkel
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Remuneration report continued

Non-executive directors’ fees 

Proposed non-executive directors’ fees for FY17
The following fees are proposed for FY17. The increase in the proposed non-executive directors’ fees for FY17 are based on the outcome of the 
benchmarking exercise concluded in FY16.

Schedule of retainer fees and fees payable per meeting:

FY16 Increase % FY17

Basic fee (pa)
Chairman 1 105 000 6.0 1 171 300
Deputy Chairman 131 500 n/a n/a
Director 53 000 6.0 56 200
Attendance fee – per meeting (x5)   
Chairman 185 500 6.0 196 600
Deputy Chairman 89 200 n/a n/a
Director 59 600 5.9 63 100
Audit Committee (x5)
Chairman 55 600 5.9 58 900
Members 39 500 6.1 41 900
Risk Management Committee   
Chairman 49 200 6.1 52 200
Members 33 200 6.0 35 200
Property Committee   
Chairman 55 600 5.9 58 900
Members 39 500 6.1 41 900
Social, Ethics and Transformation Committee
Chairman 43 000 6.0 45 600
Members 27 500 6.2 29 200
Remuneration Committee
Chairman 49 200 6.1 52 200
Members 33 200 6.0 35 200
Nomination Committee   
Chairman 43 000 6.0 45 600
Members 27 500 6.2 29 200

Refer to special resolution 2.1 on page 5 of the notice of annual general meeting for approval of the non-executive directors’ fees by shareholders 
in terms of section 66 of the Companies Act.

Policy statements on non-executive director fees:
1. The attendance fees for scheduled meeting shall be as agreed by shareholders on the Board’s recommendation, at annual general meetings 

(November each year).
2. Each director will be obliged to attend, without compensation, the first two unscheduled meetings in any financial year, whether Board 

meetings or committee meetings.
3. The Board’s annual strategy off-site conference, whether spanning one or more days, will be regarded as one Board meeting and will be 

remunerated on that basis.
4. The Audit Committee meeting each year to review and approve the company’s integrated annual report, whether scheduled or not, shall be 

regarded as a scheduled meeting and committee members in attendance shall be remunerated accordingly.
5. Subject to point 2 hereof, for an unscheduled meeting involving the Board or any committee for more than one consecutive day, the 

respective attendance fees shall be paid for each day.
6. Subject to points 2 and 5 hereof, attendance at meetings of any special purpose committee appointed by the Board, ad	 hoc, shall be 

remunerated on the basis applicable to an existing committee whose purpose most closely relates to that of the special purpose committee.
7. Fees for special assignment of one or more tasked members of the board or of any committee, which may also include travel on business 

locally or abroad, are to be agreed upfront with the Chairman of the Board. Travel and fares and reasonable subsistence shall be in line with 
Growthpoint’s relevant policies as they apply to executive directors.
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Actual fees paid to non-executive directors for FY16
The fees paid to non-executive directors for FY16 were paid on the basis presented in the tables in the AFS, as approved by the Remuneration 
Committee and by the Board, on authority granted by shareholders at the annual general meeting held on 17 November 2015

Directors’ fees 
FY16

Directors’ fees 
FY15

MG Diliza (Social, Ethics and Transformation Committee Chairman and Property Committee) 621 400 527 350

PH Fechter (Property Committee and Audit Committee)* 770 900 667 050

LA Finlay (Audit Committee Chairman and Social, Ethics and Transformation Committee) 596 300 635 300

JC Hayward (Risk Management Committee Chairman and Audit Committee) 761 400 667 050

HS Herman (Remuneration Committee Chairman and Property Committee) 705 800 606 050

JF Marais (Board Chairman and Remuneration Committee) 2 165 300 1 890 850

HSP Mashaba (Board Deputy Chairman and Remuneration Committee) (resigned 
27 January 2016) 404 167 581 000

PS Mngconkola (Social, Ethics and Transformation Committee and Risk Management Committee) 593 800 442 550

R Moonsamy (Social, Ethics and Transformation Committee and Property Committee) 559 400 499 300

NBP Nkabinde (Social, Ethics and Transformation Committee and Risk Management Committee) 593 800 499 300

CG Steyn (Audit Committee and Property Committee) (retired 18 November 2015) – 309 150 

FJ Visser (Remuneration Committee and Risk Management Committee) 616 600 520 300

Total 8 388 867 7 845 250

*	Mr	PH	Fechter	was	paid	a	consultation	fee	of	R150	000	in	respect	of	his	input	on	properties	visited	in	Europe	and	the	UK	during	FY16.
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Remuneration report continued

Shareholder engagement
We strive to maintain transparent and active communication channels with our shareholders. During the year, the following shareholder 
questions were raised, and we responded as outlined.

Shareholder query Response

Remuneration policy

Concerns about the ERS not being in line with King III 
recommendations were raised, for the following reasons:

 ~ the awards are not subject to performance conditions
 ~ the vesting schedule (awards begin vesting two years from 
the grant date)

 ~ share options are granted at a 50% discount to market price 
and

 ~ large, staggered, block awards are used as opposed to a more 
regular schedule of smaller, annual awards

We are in the process of consulting with shareholders on enhancements 
which can be made to the remuneration policy in order to address 
some concerns. It is our intention to implement an enhanced 
remuneration policy in the 2018 financial year to address the concerns 
of shareholders.

In relation to the performance measures for the ERS, the characteristics 
provide for alignment between management and shareholders in that 
the eventual value that an executive will receive under the ERS is driven 
by the dividend per share, the growth in the dividend per share and the 
share price.

Concerns over the lack of disclosure on performance targets 
under all incentive schemes. 

As part of the process of introducing an enhanced remuneration policy, 
we are also refining our short-term incentive metrics with the intention 
to introduce threshold, target and stretch measurements on both 
absolute and relative levels.

Approval
This remuneration report was approved on 30 August 2016 and recommended by the committee for approval by the Board of Directors of 
Growthpoint Properties Limited, which approval was granted on 16 September 2016. 

Signed on behalf of the Board of Directors

HS Herman
Remuneration Committee Chairman
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Property 
focus
South Africa

Each property in our portfolio is reviewed annually as part of our 

budgeting process. This review includes an analysis of the property 

performance, node, vacancies, management intensity, energy and 

water efficiency, risks and opportunities. High-risk and non-core 

properties are identified and categorised to be sold. Development 

and redevelopment opportunities are identified and any necessary 

capital expenditure is allocated. The recommendations are then 

presented to the Property Committee for formal approval. 

In line with extracting maximum value from our current portfolio 

as well as streamlining it, we have identified a portfolio of non-

core properties we would like to dispose of. The total value of 

this portfolio is in the region of 5% to 10% of the total property 

value of our South African property portfolio. We are considering 

various means to facilitate this disposal and manage the dilution 

accordingly.

Trading and development

Growthpoint has secured a R1.7 billion development pipeline in 

RSA to drive its immediate growth. Our developments represent 

excellent business opportunities for our company and world-class 

premises for our clients.

Development plays a key role in growing our South African portfolio, 

especially in the current market where there are few suitable 

acquisition opportunities due to negative yield spreads. In addition, 

developments benefit Growthpoint with tailor-made assets 

designed to enhance our portfolio and retain and attract quality 

clients. Our developments support our outperformance and allow 

us to produce the quality of property we want for our portfolio. 

Growthpoint has gained excellent in-house development skills. 

We engage with reputable industry leaders for our developments 

such as GBCSA. We apply best practice standards and development 

guidelines. This includes undertaking responsible developments 

that consider their social and environmental impacts. In many 

instances our investment extends beyond our buildings to adding 

or improving public infrastructure around our developments. We 

strive to design efficient buildings with lighter carbon footprints, 

all made possible from our deep understanding of property and 

facilities management. This benefits both the environment and our 

properties.

Trading represents a change in our previous buy to hold strategy 

where we would now view certain assets from a trading or 

development perspective.

Feature developments

Retail: Greenacres

The first phase of the three-phase asset enhancing refurbishment 

and 7 000m2 extension of Greenacres in Port Elizabeth, Eastern 

Cape, was completed, fully let and occupied in May 2015. 

The second phase of this upgrade is scheduled for completion by 

the end of November 2016. This includes the expansion of several 

national tenants including Jet, Standard Bank, Ackermans, YDE, 

Foschini and Identity, and the introduction of a number of new 

retail brands to the mall such as FNB, Pep and Pick n Pay Clothing. 

The centre is undergoing a complete upgrade including mall ceilings, 

shopfronts, flooring and entrance features. New and expanded 

retailers in this phase will trade in time for the 2016 festive season. 

The third phase includes the construction of a flagship Virgin Active 

Gym which has started and is scheduled to be complete in July 2017.

Phases 1 and 2, at a combined capital cost of R296 million, will yield 

7.5%. Phase 3 is being delivered at a capital cost of R93 million 

and will provide an enhanced yield of 8%. The refurbishment of 

Greenacres will have a positive impact on the retail spend and dwell 

time of the loyal customer base that has been well established over 

the past 35 years of trade.
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Office: Ridgeview

Growthpoint’s Ridgeview office development in Umhlanga, Durban, 

KwaZulu-Natal, recently won the prestigious South African Property 

Owners Association (SAPOA) Award 2016 for commercial office 

development. The landmark new Ridgeview office development 

achieved Durban’s first five-star Green Star SA rating from the 

GBCSA, reinforcing our ongoing leadership of green building in the 

country. 

This development comprises two five-storey corporate office 

buildings on a single four-level basement podium housing generous 

parking. The multi-tenant offices enjoy stunning views of the 

Indian Ocean, enhanced by a striking glazed façade. The courtyard 

between the two towers provides another connection to nature, 

with indigenous plants and landscaping creating a fresh, urban look.

The development of this prime-grade office began in June 2014 

and was completed in December 2015. It was developed with the 

expertise of Growthpoint’s in-house team, and created unique and 

leading-edge offices on an excellent site in a sought-after business 

precinct of Umhlanga. It has created an excellent asset for our 

portfolio.

Industrial: M1 Place

M1 Place was an office block that Growthpoint converted into 

a retail value centre with a small warehouse. With its excellent 

location, highway visibility and additional bulk available on site, 

Growthpoint’s strategy was to upgrade the building to a more 

upmarket retail value centre.

 

After negotiations with the current occupants Growthpoint 

Properties approved a refurbishment of the property to the client’s 

specific requirements, including a 1 800m² extension for an 

upmarket conference venue.

 

The refurbishment comprises a new entrance foyer with new 

escalators and upgraded passenger lift. It also adds new shopfronts 

and provides new interiors for clients’ premises including new air-

conditioning, exposed soffits with new lighting. Complete new 

premises will be created for the conference facility. In addition, 

warehouse space will be extended to provide additional storage space.

This exciting project will create a meaningful upgrade to the 

property which will be completed by December 2016, in time for 

the festive shopping season.

V&A Waterfront

The V&A Waterfront blueprint continues to evolve and contains  

a vision for the overall future development of the site. The vision 

articulates the scale and mix of the remaining development, ideas 

on how to deal with infrastructure challenges, creating more public 

accessible and open space and integrating the various districts.  

Projects currently in progress include 20 000m2 of commercial 

offices for British American Tobacco (BAT), Ernst & Young (EY) 

and Ferrari, the Virgin Active Classic Club, Zeitz Museum of 

Contemporary Art Africa (MOCAA), The Silo Hotel, Radisson Red 

hotel and No.3 Silo residential apartments.  All developments at 

the V&A Waterfront incorporate sustainable green practices and 

methods and will therefore achieve a minimum of a 4-Star Green 

Star SA rating for As-Built buildings.

Work on the concept planning of the Canal District has already 

started which will strengthen the link between the V&A Waterfront 

and the Cape Town CBD.

Property focus continued
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Internationalisation
We continue to look for opportunities to further diversify our 

geographical contribution to distributable income.

Australia remains a focus for Growthpoint. The fundamentals of 

the country remain robust despite its reliance on commodities. 

Both interest rates and capitalisation rates are decreasing, inflation 

is low and GDP growth is expected to be above 3% for 2016. We 

have seven years of experience in the market and we like the 

stable property fundamentals. The market is, however, extremely 

competitive with limited opportunities. 

GOZ recently acquired 75 Dorcas Street in Melbourne for a book 

value of AUD166.0 million at a yield of 6.6%, the property is just 

under 25 000m² and is let to Mondelez, BMW and ANZ with a 

five-year WALE. With the cost of debt at or around 3%, this was 

an attractive and accretive acquisition. GOZ has made an offer 

to acquire GPT Metro Office Fund. GPT Metro owns six A-grade 

properties, located in Sydney, Melbourne and Brisbane, valued at 

AUD440.3 million with a capitalisation rate of 6.7% at 31 March 

2016. The buildings are 94.9% let.

Outside of Australia we are considering other countries where we 

can invest and be significant. Besides the financial dynamics, we 

are looking for opportunities where the property fundamentals are 

intact. To this end, Eastern Europe offers attractive propositions and 

we are investigating various options. Ideally, we would look to invest 

in an institutional market, such as Poland, Romania, Hungary or the 

Czech Republic, among others.

Africa strategy
Our Africa strategy was launched in November 2015 together with 

Investec Asset Management and the IFC. This marks Growthpoint’s 

entry point into real estate on the continent, initially targeting 

select African economies in east, west and southern Africa, including  

Namibia, Botswana, Mozambique, Zambia, Uganda, Tanzania, Kenya, 

Nigeria, Ghana and Morocco. 

Growthpoint has committed to invest an initial USD50.0 million 

into a vehicle, with the IFC also supporting it with a USD40.0 

million investment. The IFC, a member of the World Bank Group, 

is a significantly large global development institution focused 

exclusively on the private sector in developing countries. 

The IFC will provide valuable on-the-ground advisory services with 

knowledgeable local teams and offices in 22 African countries.

The USD90.0 million commitment from Growthpoint and the 

IFC is part of a targeted USD250.0 million first capital raise due 

to close Q4 FY16. Additional capital will be raised from qualifying, 

sophisticated third-party institutional investors, both local and 

international. The aim is to grow the fund to an optimal size for a 

possible major stock exchange listing in the next five to seven years.

Funds management business
In line with the above Africa Fund model and the success of third-

party funds in Australia, we are investigating establishing alternative 

third-party institutional investment vehicles for other asset classes 

as well as trading and development. 

Given the constrained South African macroeconomic environment 

with limited opportunities for local growth, establishing various 

funds is a creative and innovative way to grow the South African 

business with limited risk. In all instances, Growthpoint would 

receive management fees as well as distribution income.
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VALUE 4

Don’t ask why. Ask why not?  
Ask how we can do it better?  

Care too much. Defy expectations.  
Make it first class, five star, above 

 and beyond. Every time.

Wow them  

Segment  
performance

Segment performance

68 Overview of property portfolio

69 Retail

76 Office

84 Industrial

90 V&A Waterfront

94 Growthpoint Australia (GOZ)

100 Group services
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RSA: 70.7%
GOZ (65,5%): 23.6%
V&A Waterfront (50%): 5.7%

Contribution to net property income 

Greater Johannesburg: 36.9%
Australia: 27.5%
Western Cape: 21.0%
KwaZulu-Natal: 5.2%
Pretoria: 5.0%
Eastern Cape: 2.7%
North West: 1.4%
Other: 0.3%

Geographical spread by value

Overview of property 
portfolio

Retail Office Industrial Total GOZ* V&A* 

Asset value (R million) 29 210 33 257 11 285 73 752 30 938 7 766

Number of properties 58 182 227 467 58 1

Gross lettable area (GLA) (m2) 1 420 570 1 799 391 2 251 089 5 471 050 1 109 545 206 838

GLA as % of total portfolio 20.9 26.5 33.2 80.6 16.3 3.1

Net property income as a % of total portfolio 26.4 32.5 11.8 70.7 23.6 5.7

Value per m2 (R) 20 562 18 482 5 013 13 480 27 884 37 546

Value per m2 (excluding bulk) 20 541 17 533 4 682 13 026 27 883 34 147

Average gross rental (R per m2/month) 166.1 138.6 46.8 108 AUD198* 214.0

Forward yield (%) 7.8 8.3 9.7 8.3 7.3 7.5

Average in-force escalation** (%) 7.3 8.1 8.4 7.8 3.1 8.0

Weighted average lease period (years) 3.2 3.6 3.1 3.4 6.9 8.0

Property expense ratios (%) 27.6 23.1 21.2 24.5 12.0 27.7

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 and

international
company 

operations
in South Africa

Distribution and
warehousing

requirements, 
import and 

export demands,
manufacturing

activity, 
motor trade 

dynamics, and 
infrastructure 

spend

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

Retail and office
drivers, 

international
and local tourism 

and residential 
property 

market demand 
dynamics

*  V&A is included reflecting Growthpoint’s 50% interest, GOZ is reflected at 100%.
**  Based on net rental per annum.

***  Measurements and ratios are based on income and not GLA (when compared to RSA).

***
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Retail Overview of property 
portfolio

The Growthpoint retail portfolio composition remained at 58 properties, comprising 
48 shopping centres with the balance being vacant land or standalone single-tenanted 
properties.

Stephan le Roux  
Divisional Director

Market environment
Halfway through 2016, with the South African economy 
registering negative growth of 1.2% in the first quarter 
and the IMF revising GDP growth to barely positive for 
the year, the prospects for the retail sector seem bleak.

However, there are mixed signals from the underlying 
data that measures consumer health. Household 
debt, as a percentage of GDP and household income, 
has declined to its lowest level since 2008 and is 
mainly driven by the deleveraging of higher income 
households. Unfortunately, this improvement is offset 
by rising interest rates leading to debt service costs 
returning to historic highs and commercial banks are 
signalling deteriorating customer credit profiles. 

Consumer confidence has been in negative territory for 
most of the time since 2012 but it recovered from its 
2015 10-year low to -11 in Q2:16; still signalling poor 
future consumer spending. 

Household income continues to rise on the back 
of above-inflation wage increases, but worsening 
unemployment is soon likely to have a negative impact. 
In addition, personal inflation for middle and lower-
income earners is substantially higher than the official 
inflation rate, which erodes this market segment’s 
ability to spend on non-essential purchases. 

Therefore, it is surprising that national retail sales figures 
show resilience and, in fact, registered the highest year-
on-year increase since January 2015 in May 2016 with 
4.5% growth. This performance is most probably an 
anomaly with sales transfers from the previous month 
where year-on-year growth was only 1.6%.

Performance
The Growthpoint retail portfolio composition remained 
at 58 properties, comprising 48 shopping centres 
with the balance being vacant land or standalone 
single-tenanted properties. The portfolio, totalling 
1 420 570m2 GLA, was valued at R29 210 million at 
the end of the financial year, an increase of 3.5% from 
the previous year. 

Our focus in the past year was to bed down the 
Acucap/Sycom portfolio acquisition which has now 
been completed with property management and staff 
fully integrated. 

We have also achieved our previously set targets to 
increase our renewal success rate and improve the 
portfolio vacancy. The overall portfolio vacancy is 2.6%, 
down from 3.3% as at the end of the previous financial 
year. Of the 36 422m2 vacant, office vacancies represent 
4 341m2 and GLA under development 11 053m2. 
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Retail continued

Key performance areas FY16 FY15
Increase/
(decrease)

Gross property revenue (R million) 2 953 1 995 958
Property expenses (R million) (814) (525) 289
Net property income (R million) 2 139 1 470 669
Property expense ratio (%) 27.6 26.3 1.3
Vacancies (%) 2.6 3.3 (0.7)
Arrears (R million) 37.5 35.6 1.9
Bad debt provision (R million) 15.1 14.7 0.4
Average gross rental (R per m2/month) 166 156 10
Forward yield (%) 7.8 7.7 0.1
Average in-force escalation (%) 7.3 7.4 (0.1)
Weighted average lease period (years) 3.2 3.8 (0.6)
Asset value (R billion) 29.2 28.2 1.0
Number of properties 58 58 –
GLA (m2) 1 420 570 1 410 461 10 109
Value (excluding bulk) per m2 (R) 20 541 19 996 545

Capital expenditure (R million) 549 352 197

It remains challenging to let office space forming part of shopping 
centres in the current market where such space only appeals to 
non-corporate tenants. The ex-cinema space at Lakeside Mall and 
ex-gym at Key West, totalling 7 044m2, will be redeveloped once 
suitable tenancies are secured. As such, the lettable retail vacancy 
is 2.0%. Of the 270 903m2 which expired during the financial 
year, 241 983m2 was renewed, representing a renewal success 
rate of 89.3%, an improvement on last year’s 87.0%. We remain 
committed to improving this ratio further.

The average rental increase at renewal was 5.9%, down from 
6.0% and 6.9% in the preceding two years, reflecting the difficult 
trading conditions and impact of new competing shopping centres. 
Even with this satisfactory performance, the rental loss between 
tenancies dilutes overall portfolio net property income (NPI) 
growth by between 0.5% and 1%. 

While the arrears as a percentage of collectables improved from 
10.2% to 9.7%, with trading arrears at 4.4%, the total arrears 
increased by 5.3% from R35.6 million in the previous year to 
R37.5 million. Resolving legal arrears and tenants under business 
rescue remains problematic with more tenants exploiting the 
slow legal process. Legal arrears are at R14.3 million, down from 
R16.8 million and are fully provided for at year end. 

Net property income for the retail portfolio for the financial year 
was R2.1 billion up from R1.4 billion (45.5%) the previous year after 
inclusion of the Acucap/Sycom portfolio for the full period. After 
normalisation for income stemming from new capital projects, like-
for-like NPI for the historical portfolio increased by 6.5% compared 
with the prior full-year period.

While most properties performed in line with long-term growth 
trends, negative growth in NPI was experienced at City Mall, 

Klerksdorp, after the impact of Matlosana Mall and at Avenues 
Springs where furniture retailers reduced their footprints and lower 
rentals at renewal of national retailers’ leases impacted revenue. 

Property expenses are under control but are increasing at a faster 
pace than rental income. This is mainly because of legislation 
governing labour-intensive services such as security and cleaning, 
forcing above-inflation labour costs at building level.

The ability to increase rentals at retail centres is subject to retailers 
maintaining affordable occupancy cost to sales ratios. Extraordinary 
increases in administered costs, such as assessment rates and 
electricity, have negatively impacted this ratio. However, at the same 
time, retailers have aggressively increased their trading footprint for 
several years and, in so doing, aggravated the situation. Without 
growth in sales tracking store growth, retailers are cannibalising 
same-store sales, leading to declining or slowing trading density 
growth. 

At a portfolio level, we are forced to defend market share at various 
centres as new competing shopping centres open. Unfortunately, 
even if these new centres perform poorly they distort the supply 
and demand equilibrium, placing more pressure on maintaining or 
increasing rental levels at renewal. 

During the past year, nine of our shopping centres faced new 
competing centres in their primary catchment areas. The most 
severely impacted was City Mall, in Klerksdorp, where Matlosana 
Mall opened at the end of 2014. With many national fashion 
retailers moving to the new 65 000m² centre, City Mall lost 9.4% 
of turnover over 12 months. We are repositioning the centre and 
have successfully created better access for taxi transport and also 
intend to change the tenant mix to match the change in market 
conditions. 
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The 90 000m² Baywest Mall opened in May 2015, in Port Elizabeth 
– a market which expressed no commercial need for such a 
development. As expected, given some fundamental flaws in the 
development, the impact was limited at our three centres. Combined 
year-on-year trading density growth was down by 3.4%, with 
Walmer Park losing 2.6% and The Bridge trading flat. The ongoing 
redevelopment at Greenacres contributed to negative turnover 
growth with trading densities reducing by 6.9% at the centre.

Trading densities across the portfolio remain healthy, with our top 
10 shopping centres achieving average monthly trading densities 
above R2 700/m². However, year-on-year trading density growth 
in our portfolio was mixed with those centres experiencing new 
competition, being negatively impacted. 

Alberton City underperformed due to Checkers vacating. We have 
concluded a deal with Pick n Pay to take the premises and they will 
trade from October 2016. The roof collapse in January 2016 at Key 
West due to a storm also negatively impacted trading with year-
on-year growth remaining static. Refurbishments and extensions 
at Vaal Mall and Fourways Crossing also affected trading density 
growth with Vaal Mall reducing by 1.2% and Fourways Crossing 
reducing by 2.5%. The extension at Vaal Mall opened in March 2016 
and trading densities have shown good growth since the opening. 

Our shopping centres in the Western Cape continue to trade well, 
increasing trading densities by 6.1% to R3 445/m2 per month and 
our shopping centres trading in affluent areas generally performed 
satisfactorily. Brooklyn Mall achieving 8.9%, La Lucia 7.5% and Gardens 
Centre 6% annual growth. Constantia Village once again achieved 
the highest trading density in our portfolio with an average monthly 
trading density of R6 900/m². 

Growthpoint has embarked on its largest rooftop solar installations 
yet at its shopping centres. To ensure future energy security, mitigate 
our clients’ carbon tax risks and meet their growing demand for 
sustainable and energy-efficient space, we are exploring several 
alternative clean energy sources such as solar power. 

The retail property sector is committed to increasing its solar 
energy generation. Extensive design and analysis of our various 
shopping centres has identified those suitable for solar power 
electricity generation.

Harnessing energy from the abundant South African sunshine, in 
this financial year we installed photovoltaic solar panels with the 
capacity to generate over 2 179kWp at four of our retail properties. 
These solar farms are at Waterfall Mall in Rustenburg, Kolonnade 
Shopping Centre in Pretoria, Bayside Mall and Constantia Village 
Mall in Cape Town. These save 3 452 tonnes of CO

2
 a year. 

Growthpoint has three more projects under way, expected to 
generate some 3 234kWp of renewable energy. We are installing 
solar farms at Northgate Shopping Centre, Key West Shopping 
Centre and at Brooklyn Mall. Together, these three projects will save 
a further 5 123 tonnes of CO

2
 each year.

With solar farms, Growthpoint’s retail properties are contributing 
to a more sustainable built environment for South Africa, and 
delivering on our combined commitment to sustainability, resource 
efficiency and green buildings.

Across the portfolio several centres engaged in ad hoc community 
development initiatives, such as blood drives, fund raisers, collecting 
stationery for schools and providing space to NGOs to raise funds.

Prospects
There is muted optimism for a slight recovery in the sector with 
early indications that some of the headwinds may dissipate. 
This includes the firming of commodity prices which should halt 
continued labour force decline. In addition, inflation seems to have 
peaked and the Rand’s depreciation has stabilised, reducing pressure 
for interest rate increases. The promise of a diminishing El Niño 
weather pattern could result in normal agricultural production. 

However, prospects for the consumer are constrained and retail 
sales growth is expected to remain subdued over the next year. 
While consumers have been hit by increasing prices, higher-income 
consumers have been less impacted by rising food prices than 
middle and lower-income earners. 

We are seeing assets in the Western Cape performing better than 
their counterparts in other provinces, thanks to the region’s lower 
exposure to mining and drought effects. 

Our portfolio occupancy cost-to-sales ratio remains healthy. Bar 
a major deterioration in retail sales performance, it is unlikely 
retailers will reduce their footprints. However, given the evident 
cannibalisation, retailers are reluctant to increase trading space at 
performing stores as they have to absorb additional trading area in 
new developments, previously committed to. In order to improve 
their cost structures, we expect continuing pressure from national 
retailers upon negotiation of renewal rentals. Failure of independent 
retailers will continue as part of the normal business cycle.  
Development opportunities with acceptable risk-reward dynamics 
remain absent in the South African market and will continue as such 
until macroeconomic conditions improve. Underlying rental growth 
is likely to remain stable and we are expecting renewal rental 
escalations to be maintained at about the 6% achieved in FY16. 
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Retail continued

Our goal is for our shopping centres to be spaces to thrive and for 
people to interact and socialise therein. 

Leveraging technology, we are harnessing the value of big data and 
have appointed Shopper Track to collect specific data as a tool to 
enhance both the experience and the trading of our shopping centres. 
Even with the application of new technologies, we remain careful 
not to lose sight of our core business and stay focused on asset 
performance. Growthpoint continues to improve the tenant mix at 
its shopping centres and strives to find and include non-national 
retailer concepts to differentiate ourselves from others. 

The prevailing dynamics have created an opportune time for 
a period of consolidation in the retail portfolio, and to be ready 
when the environment changes to a more positive position to be 
able to aggressively pursue more opportunities. While our portfolio 
metrics are pleasing, we believe there are always opportunities to 
enhance performance. After the Acucap/Sycom acquisition, we have 
identified properties that we would like to sell.

Our focus in the coming year will be inward-looking as we strive to 
run our business more efficiently.
 

Eastern Cape: 8.9%
Free State: 0.9%
Gauteng: 55.3%
KwaZulu-Natal: 9.9%
North West: 4.2%
Western Cape: 20.8%

Retail geographical split by GLA

Retail segmentation split by GLA

Regional shopping centres: 64.6%
Community shopping centres: 24.5%
Neighbourhood shopping centres: 5.3%
Retail warehouses: 0.3%
Speciality centres: 3.7%
Small regional shopping centres: 1.6%

Retail geographical split by value

Eastern Cape: 9.8%
Free State: 0.3%
Gauteng: 53.0%
KwaZulu-Natal: 8.5%
North West: 5.5%
Western Cape: 22.9%

Retail segmentation split by value

Regional shopping centres: 71.7%
Community shopping centres: 21.1%
Neighbourhood shopping centres: 2.8%
Retail warehouses: 0.1%
Speciality centres: 3.2%
Small regional shopping centres: 1.1%
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TOP 10 RETAIL TENANTS BY GROSS MONTHLY RENTAL

Tenant GLA m²

1 Edcon Holdings Ltd  128 757 

2 The Foschini Group Ltd  57 411 

3 Shoprite Holdings Ltd  142 744 

4 Mr Price Group Ltd  56 465 

5 Pick n Pay Stores Ltd  116 052 

6 Pepkor Holdings Ltd  50 976 

7 Truworths International Ltd  33 955 

8 Massmart Holdings Ltd  66 589 

9 Woolworths Holdings Ltd  86 988 

10 Clicks Group Ltd  27 567 

Sub-total  767 504 

Balance of the sector  616 644 

TOTAL FOR THE SECTOR (excluding vacancies)  1 384 148 

Retail LSM by value

LSM 9+: 24%
LSM 7-9: 59%
LSM 5-6: 17%

Retail LSM by GLA

LSM 9+: 17%
LSM 7-9: 61%
LSM 5-6: 22%
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Retail properties  
top 10 by value

2.

This regional centre is close to the CBD and near the 
residential areas of Kempton Park. Due to the mall’s 
close proximity to public transport, the centre also 
benefits from strong support from the Tembisa area. 
The tenant mix covers a wide range of categories, with a 
strong national representation. 

Festival Mall  
measures  

83 617m²,  
and is valued at
R1 580 million

Festival  
Mall 
Kempton Park

1.

Brooklyn Mall 
measures  
55 940m²,  
and is valued at
R2 262 million

Brooklyn  
Mall & Design 

Square 

(75%) Pretoria

Brooklyn Mall is nestled in the affluent suburbs of 
Pretoria’s cosmopolitan area of Brooklyn, surrounded 

by established upmarket residential homes, corporate 
offices and a large contingent of embassies and 

diplomatic properties. Brooklyn Mall, is the premier 
shopping destination in Pretoria. It offers shoppers 

a full complement of national retailers, specialist 
boutiques, restaurants and coffee bars and the best of 

home and décor shops.

Location:

Pretoria
Value Rm:

R2 262 million
% of total retail portfolio:

7.7
GLA m2:

55 940m2

% of total retail GLA:

3.9

Location:

Kempton Park
Value Rm:

R1 580 million
% of total retail portfolio:

5.4
GLA m2:

83 617m2

% of total retail GLA:

5.9

Location:

Rustenburg
Value Rm:

R1 448 million
% of total retail portfolio:

5.0
GLA m2:

49 106m2

% of total retail GLA:

3.6

Location:

Vanderbijlpark
Value Rm:

R1 395 million
% of total retail portfolio:

4.8
GLA m2:

43 505m2

% of total retail GLA:

3.1

Location:

Benoni
Value Rm:

R1 384 million
% of total retail portfolio:

4.7
GLA m2:

65 340m2

% of total retail GLA:

4.6

Brooklyn Mall & 
Design Square (75%)

Festival 
Mall

Waterfall 
Mall

Vaal Mall 
(77.9%)

Lakeside 
Mall

2.1. 3. 4. 5.
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3.

Waterfall Mall draws shoppers from as far afield 
as Botswana. Located in the upmarket suburbs of 
Rustenburg, the centre has easy access from the R24 
and N4 highways. The size of the centre allows for an 
extensive representative tenant mix which includes 
most national retailers as well as a variety of specialised 
retailers.

Waterfall Mall  
measures  

49 106m²,  
and is valued at
R1 448 million

Waterfall  
Mall 
Rustenburg

4.

Vaal Mall  
measures  
43 505m²,  
and is valued at
R1 395 million

Vaal 
Mall 

(77.9%)  

Vanderbijlpark 

Vaal Mall is the dominant regional centre in the Vaal 
area. Its catchment area extends to Sasolburg. The 

mall also benefits from domestic tourism, being near 
the Vaal River. It has a strong tenant mix with a high 

percentage of nationals anchored by all the traditional 
South African majors.

Location:

Port Elizabeth
Value Rm:

R1 303 million
% of total retail portfolio:

4.5
GLA m2:

43 925m2

% of total retail GLA:

3.2

Location:

Cape Town
Value Rm:

R1 233 million
% of total retail portfolio:

4.2
GLA m2:

45 745m2 
% of total retail GLA:

3.2

Location:

Durban
Value Rm:

R1 189 million
% of total retail portfolio:

4.1
GLA m2:

37 280m2

% of total retail GLA:

2.6

Location:

Pretoria
Value Rm:

R1 110 million
% of total retail portfolio:

3.8
GLA m2:

38 101m2

% of total retail GLA:

2.7

Location:

Cape Town
Value Rm:

R1 054 million
% of total retail portfolio:

3.6
GLA m2:

20 351m2

% of total retail GLA:

1.4

Greenacres Bayside 
Mall

La Lucia 
Mall

Kolonnade 
(50%)

The Constantia 
Village

6. 7. 8. 9. 10.
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Office 

Growthpoint’s office portfolio upheld performance, increasing year-on-year net income on a 
like-for-like basis by 6.1% to R1.6 billion. 

Rudolf Pienaar  
Divisional Director

Market environment
Besides the economic environment influencing the 

property sector in general (page 22), there were 

several dynamics that had a particular impact on the 

office property sector, which remains in recovery. 

Macroeconomic indicators need to strengthen for a 

sustained improvement.

The latest forecast for GDP growth for 2016 of 0% 

affects offices as business confidence has declined 

further, leading to a reluctance to commit to expansion. 

Decision makers also favour a very selective approach 

to capital allocation. In addition, employment levels 

remain flat, which indicates that businesses are 

not growing.

Office vacancies are trending sideways. The SAPOA 

Office Vacancy Survey reports overall vacancies of 

10.5% at Q2:16. This is largely in line with office 

vacancies during FY15, which ranged between 10.5% 

and 11.2%.

Q2:16 saw a quarter-on-quarter increase in vacancies 

across all grades of office property except for A-grade 

offices, which improved by 1.1%. P and A-grade office 

vacancies were 4.9% and 8.2% respectively, while 

B and C-grade were higher at 13.1% and 16.2%. 

Vacancies vary significantly between nodes. Some 

areas, such as Illovo, Randburg, Midrand and Houghton 

are showing vacancy risk due to tenant relocation. 

Blue chip companies in the finance and business 

services sector have been consolidating premises 

and gravitating from these nodes to P-grade space in 

Sandton, Rosebank and Waterfall.

Asking rentals are increasing, but not in response to 

demand. Q2:16 asking rentals posted year-on-year 

growth of 9.1%. Several prime office developments 

have come on line in the last year and this increase 

points to a better quality supply rather than higher 

demand. On an inflation-adjusted basis, office rentals 

have decreased more than 10% over the last five years. 

Rentals only grew at half the rate of inflation recorded 

over this period.
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Developments under way equate to 4.7% of existing market stock 

– a fairly high number given the flat economic drivers. Speculative 

development declined and at the end of Q2:16 the pre-let rate of 

developments was 62.2%. Gauteng nodes dominate development 

with Sandton accounting for 42.0%, Waterfall 7.4% and Rosebank 

6.8%. The Umhlanga and La Lucia node remains the dominant 

development area in KwaZulu-Natal. There is some development 

taking place in the Cape Town CBD.

Performance
Growthpoint’s office portfolio upheld performance, increasing 

year-on-year net income on a like-for-like basis by 6.1% to 

R1 685 million. For the total portfolio, we increased net income by 

24.4% to R2 634 million. This includes results for the Acucap and 

Sycom properties for a full year against the three months recorded 

last year. 

With a strong focus on cost control, our ratio of property expenses 

to income has remained constant year on year at 23.1%. This in 

spite of above inflation increases in some municipal and contract 

costs. In addition, broker costs as well as tenant installation 

allowances are becoming increasingly competitive in the market 

which puts additional pressure on expense to income ratio. 

Our portfolio’s gross lettable area totalled 1 799 391m² at the end 

of FY16. Despite a difficult letting environment, our teams have 

done well to reduce our vacancy to some extent, improving it from 

8.0% to 7.8% during the year. Our renewal success rate of 61.4% 

is 0.6% below last year. With our strong focus on client service 

and innovative leasing strategies, we are striving to improve this 

percentage in the year ahead. Growth in renewal rental has dropped 

from 1.5% to -3.4% and the average renewal period is 3.5 years. 

Both indicators show pressure in the current climate. Renewals 

escalations reflect a more positive trend where an 8.2% annual 

escalation is still being achieved.

In the current economic climate, the control of arrears has become 

more difficult with many tenants experiencing cash constraints and 

requesting more time to pay rentals. In spite of this, our arrears 

were well contained ending the financial year at R15.3 million, or 

3.7% of collectables. Legal matters account for R8.6 million of this 

balance, of which R7.1 million was provided for.

A: 56.2%
B: 33.2%
P: 9.2%
C: 1.4%

Office GLA by building grade
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Office continued

During the year we sold eight properties which no longer met 

our investment criteria. Proceeds from these disposals totalled 

R425 million, achieving a capital profit of R97.4 million. This included 

three Port Elizabeth properties and we also have a signed disposal 

agreement for our only remaining property in that area, which will 

complete our strategy of disinvesting in offices in that region.

We acquired four properties during the year at a total cost of  

R220.3 million. Two were acquired as part of our strategy to buy land 

alongside the Discovery development in Sandton. This will facilitate 

a further large mixed-use development in that area in the future. 

The third property was in Fricker Road, Illovo, where we already 

have some footprint and the fourth, a single-tenanted property 

with a long-term lease in La Lucia Ridge. Further, we acquired the 

remaining 50% (R172.1 million) of Pin Mill Farm in Sandown.

With our game-changing approach to doing business, we are 

crafting an office portfolio that is a growing example of sustainable 

development and operations. Our sustainability strategic framework 

incorporates five key focus areas:

1. Utilities management

Electrical bulk-check meters were installed across the entire office 

portfolio, which achieves more efficient and effective metering. 

These meters allow for real-time reading, and historic data can 

be recorded. We are considering introducing an online portal for 

tenants to draw their own water and electricity statements.

2. Consumption efficiency

The uptake of the Green Addendum for office leases remains 

positive with our clients. Savings are split equally and this allows 

Growthpoint to continue installing and exploring further green 

technologies for the benefit of our clients.

Growthpoint’s energy target for the office sector, in all our long-

term hold buildings, is below 200kWh/m2 a year. This target 

includes all plug loads. Our aim is to better this consumption 

level by 2020. We have also set our first official water target of 

0.88 kL/m2 per year by 2020. 

At the end of 2015, Growthpoint committed at COP21 that all 

our office investments will be above the GBCSA Energy and Water 

Performance Rating Tool benchmark by 2020, and all our long-

term office investments will achieve at least a 4-Star Green Star SA 

GBCSA Existing Building Performance (EBP) certification.

We continue to focus on data gathering and classifying different 

waste types. A new process for data collection was developed to 

capture our waste data. It was successfully applied across our office 

portfolio from January 2016. With a more complete understanding 

of the types of waste collected, Growthpoint will be in a better 

position to develop a waste management and recycling strategy. 

This will also help develop waste benchmarks to compare and rate 

our buildings on their waste recycling performance.

3. Renewable energy

As part of Growthpoint’s commitment to increasing the percentage 

of renewable energy its buildings consume, we are dedicated to 

increasing our solar energy generation. Growthpoint has already 

installed photovoltaic solar panels at some of its office buildings.  

In FY16 we installed 250kWp. We have set a target of installing 

rooftop solar farms that can generate an impressive combined 

capacity of 816kWp by the end of 2016.

4. Sustainable development

Green buildings form a major part of our strategy and resource 

efficiency is a priority for all our property assets. In this way 

we create places where businesses, communities and our world 

can thrive. 
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While for some time now it has been Growthpoint’s goal to only 

develop office buildings that will achieve at least a 4-Star Green 

Star SA rating from the GBCSA, we are also focused on the green 

performance of our significant portfolio of standing office buildings. 

By the end of Q3:16 Growthpoint will have over 50 green buildings 

certified by the GBCSA, including buildings it co-owns. These are 

EBP, design and as-built ratings.

5. Strategic projects

Growthpoint takes a holistic approach to its environmental 

approach over all sectors resulting in projects like the Greenovate 

Awards which recognise and encourage environmentally 

innovative thinking among South Africa’s future property leaders.

We also launched the first e-bike sharing pilot scheme in Sandton, 

with solar charging stations at our offices at 1 Sandton Drive and 

at 138 West Street, opposite the Sandton Gautrain station. The aim 

of this initiative is to be the catalyst in creating different means of 

transport from the Sandton Gautrain station to our buildings. 

Prospects
Office market conditions in the year ahead will depend on the 

strength of growth drivers. An absence of any improvement will put 

further pressure on vacancies and rentals. 

In the current office climate, the primary focus for any landlord is 

client retention. We continue to work hard on innovative strategies 

to ensure that we succeed in this area. We expect clients to 

have sound knowledge of the market, where they may wish to 

consolidate premises further and be reluctant to commit to long-

term leases. Landlords providing service excellence, competitive 

offerings, and strategies for lowering costs of occupation for clients 

will have an advantage.

In the coming year, our teams will focus on how our clients experience 

both their landlord and their space. We recently introduced a client 

relationship management system designed to monitor interactions 

with clients to ensure that contact is frequent and any needs are 

attended to swiftly. We continue to encourage clients to share their 

business strategies with us to understand their space requirements 

and meet these well ahead of lease renewal dates.

Key performance areas FY16 FY15
Increase/
(decrease)

Gross property revenue (R million) 3 428 2 752 676
Property expenses (R million) (794) (635) 159
Net property income (R million) 2 634 2 117 517
Property expense ratio (%) 23.1 23.1 –
Vacancies (%) 7.8 8.0 (0.2)
Arrears (R million) 15.3 18.8 (3.5)
Bad debt provision (R million) 7.8 7.4 0.4
Average gross rental (R per m2/month) 139 142 (3)
Forward yield (%) 8.3 8.4 (0.1)
Average in-force escalation (%) 8.1 7.4 0.7
Weighted average lease period (years) 3.6 4.2 (0.6)
Asset value (R billion) 33.3 33.0 0.3
Number of properties 182 184 (2)
GLA (m2) 1 799 391 1 790 428 8 963
Value (excluding bulk) per m2 (R) 17 533 17 562 (29)
Capital expenditure (R million) 1 302 1 003 299



About  
this report

Organisational  
overview

Performance  
review

Key  
matters

Segment 
performance

Governance and  
risk management

Growthpoint Properties Limited  /  80 
Integrated annual report 2016

Office continued

To retain clients, we need to ensure that our properties are well 

maintained and that turnaround times of our maintenance teams 

are quick. Our maintenance service desk, introduced in 2015, 

facilitates the logging of all maintenance calls at a central point and 

has improved our maintenance service at our properties. The latest 

statistics indicate that, on average, service and incident requests are 

attended to in under 24 hours.

As outlined in our environmental commitment, we continue to 

make the sustainability of our properties a core focus. There is 

growing awareness regarding both the cost effectiveness and 

increased productivity achieved in sustainable spaces and this will, 

we believe, become an increasingly important factor in retaining 

and attracting clients. 

Operating cost control will be a specific emphasis in the coming 

year. Costs per square metre in each cost category will be reviewed 

and corrective action taken where anomalies are identified. We will 

also be concentrating on capital expenditure life cycle planning 

to ensure that each property is assessed and that capex is spent 

selectively and effectively across all properties.

Our Smartmove campaign, which offers incentives valued at up 

to a year’s rental, was very effective over the last year. It reduced 

vacancies significantly in properties where it was offered. To assist 

in further reducing vacancies, its roll-out will be expanded in the 

coming year to include selected properties with stubborn vacancies. 

While we expect the year ahead to be one of consolidation 

following the integration of the Acucap and Sycom properties, we 

will also dispose of a portfolio of non-core properties. These have 

been identified and will be marketed to prospective purchasers 

early in the new financial year. We will also continue to explore 

opportunities for new office developments. 

TOP 10 OFFICE TENANTS BY GROSS MONTHLY RENTAL

Tenant GLA m²  

1 Investec Bank Ltd  83 781 

2 Deloitte (South Africa)  46 439 

3 Transnet Ltd  33 273 

4 Absa Bank Ltd  39 187 

5 Netcare Holdings (Pty) Ltd  17 867 

6 Telkom Ltd  36 093 

7 EOH Holdings Ltd  27 849 

8 Anglogold Ashanti Ltd  19 381 

9 MTN Group Ltd  19 669 

10 Hatch Goba (Pty) Ltd  21 320 

Sub-total  344 859

Balance of the sector  1 313 804 

TOTAL FOR THE SECTOR (excluding vacancies)  1 658 663 
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Eastern Cape: 3.3%
Gauteng: 74.9%
KwaZulu-Natal: 4.4%
Western Cape: 17.4%

Office geographical split by GLA

Office segmentation split by value

High rise offices – Investec: 7.8%
High rise offices: 10.2%
Low rise offices: 35.5%
Office parks: 36.0%
Office/warehouse: 1.8%
Mixed use: office and retail: 2.2%
Hospitals: 1.4%
Vacant land: 5.1%

Office geographical split by value

Eastern Cape: 3.2%
Gauteng: 74.5%
KwaZulu-Natal: 4.1%
Western Cape: 18.2%

Office segmentation split by GLA

High rise offices – Investec: 4.7%
High rise offices: 10.6%
Low rise offices: 34.8%
Office parks: 42.9%
Office/warehouse: 3.9%
Mixed use: office and retail: 2.3%
Hospitals: 0.8%
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Office properties  
top 10 by value

2.

This office park consists of a number of buildings. 
The buildings are situated in a low density, game 
park environment with free roaming blesbok, impala, 
springbok, and other smaller animals and bird life. The 
Woodlands boasts amenities such as a restaurant, a 
gym, a nursery school, hairdresser and dry cleaner. The 
park is on a Gautrain Shuttle route and is known in the 
area for hosting the park run.

The Woodlands 
measures  

119 261m²,  
and is valued at
R2 010 million

The 
Woodlands 
Woodmead

1.

100 Grayston Drive 
measures  
70 945m²,  
and is valued at
R2 223 million

Investec 
100 Grayston 

Drive     
Sandton

This iconic P-grade office building is a landmark 
at the gateway to the central Sandton banking hub. 

It is fully let to a single tenant, Investec,  
on a long-term lease.

Location:

Sandton
Value Rm:

R2 223 million
% of total office portfolio:

6.7
GLA m2:

70 945m2

% of total office GLA:

3.9

Location:

Woodmead
Value Rm:

R2 010 million
% of total office portfolio:

6.0
GLA m2:

119 261m2

% of total office GLA:

6.6

Location:

Sandton
Value Rm:

R1 019 million
% of total office portfolio:

3.1
GLA m2:

34 669m2

% of total office GLA:

1.9

Location:

Roodepoort
Value Rm:

R1 018 million
% of total office portfolio:

3.1
GLA m2:

72 451m2

% of total office GLA:

4.0

Location:

Sandton
Value Rm:

R910 million
% of total office portfolio:

2.7
GLA m2:

40 774m2

% of total office GLA:

2.3

Investec 
100 Grayston Drive

The Woodlands The Place Constantia  
Office Park

Inanda Greens

1. 2. 3. 4. 5.
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3.

Situated at Sandton’s premier address, The Place 
comprises P-grade office space. It is let to major 
tenants, which include AON, Macquarie Africa and 
Growthpoint.

The Place  
measures  

34 699m²,  
and is valued at
R1 019 million

The Place
Sandton

4.

Constantia Office 
Park measures  
72 451m²,  
and is valued at
R1 018 million

Constantia 
Office Park    

Roodepoort

With a superb location benefiting from excellent 
N1 highway visibility and accessibility, together with 
amenities including a Virgin Active Gym, Spur family 

restaurant and a Protea Express Hotel, it offers a 
combination of A and B-grade office space to 90 tenants, 

set in a lush park environment. It is let to major tenants 
like MTN, Afrisam and Primedia.

Location:

Woodmead
Value Rm:

R500 million
% of total office portfolio:

1.5
GLA m2:

33 142m2

% of total office GLA:

1.9

Country Club Estate

10.

Location:

Woodmead
Value Rm:

R833 million
% of total office portfolio:

2.5
GLA m2:

43 923m2

% of total office GLA:

2.4

Harrowdene  
Office Park

6.

Location:

Midrand
Value Rm:

R602 million
% of total office portfolio:

1.8
GLA m2:

70 201m2

% of total office GLA:

3.9

Growthpoint  
Business Park

7.

Location:

Cape Town
Value Rm:

R569 million
% of total office portfolio:

1.7
GLA m2:

29 453m2

% of total office GLA:

1.6

MontClare Place

8.

Location:

Johannesburg
Value Rm:

R513 million
% of total office portfolio:

1.5
GLA m2:

22 796m2

% of total office GLA:

1.3

Turbine Square  
and Hall

9.
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Industrial 

We have made good progress with our development pipeline. In our drive to “convert the dirt”, 
we have developed new property assets with sustainable rental streams and very low expense 
ratios.

Market environment
The industrial asset class is coming into its own. 

Investors are recognising that, relative to other sectors, 

it is more resilient in this economic cycle and there is 

still value to be gained from industrial property.  The 

industrial sector offers certain growth opportunities 

going forward.

The driving force behind this is twofold. The first is that 

consumption in South Africa cannot be satisfied by local 

manufacturers alone. The influx of foreign retailers into 

the country is testament to this. The second defining 

factor involves our currency exchange rates. Although 

the Rand hit all-time lows against other currencies, this 

has opened a door for the light manufacturing sector. 

Exports have grown steadily, although not to the point 

that they are shooting the lights out.

While these factors are offset by falling commodity 

prices and a decline in consumption, the overall effect 

is still positive.

Because South Africa is still highly dependent on its 

road network for transporting goods, certain nodes 

have become clear strategic positions for distribution 

logistics. We are seeing significant consolidation of 

logistics providers in these areas.

There is still some speculative development taking 

place in industrial nodes. This is driven largely by the 

rapidly changing business environment, resulting in 

many industrial property occupiers delaying future 

planning. This creates immediate property needs to be 

satisfied, which gives merit to speculative development.

Developments coming on stream and businesses 

consolidating their requirements have led to an increase 

in industrial vacancies, but the overhang is small and 

certainly not comparable with what the office sector 

is experiencing.

Industrial lease periods are becoming shorter. Users, 

specifically international occupiers, are loath to commit 

to long-term liabilities. On the upside, this is offset by 

positive escalation rates, and renewal rates. 

With increases in land prices and associated 

development costs rising as well, there is a large, 

untapped opportunity to remodel existing facilities in 

secure nodes with access to motorways and available 

infrastructure.

Engelbert Binedell 
Divisional Director
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There is a clear pecking order for industrial space across different 

geographic nodes, with the strongest demand in the Western Cape, 

followed by KwaZulu-Natal (largely related to the Durban port) and 

Gauteng.

Performance
It has been a challenging, yet successful year. 

We performed in line with our targets, despite several variables that 

impacted our sector adversely.

There was a slowdown in manufacturing output, which only showed 

a small positive recovery during Q1:16. Thus, manufacturing rentals 

came under pressure.

Similarly, large warehouse and logistics users have been able to 

negotiate favourable rentals given the supply and consolidation 

opportunities in the market. 

As lease periods have become shorter, between 20% and 30% 

of our portfolio by GLA now comes up for renewal every year. 

In addition, renewal rentals have increased marginally in difficult 

trading conditions.

Vacancies increased during the year, resulting from the fund’s 

exposure to a few lumpy spaces which became vacant.

We have made good progress with our development pipeline. In our 

drive to “convert the dirt”, we have developed new property assets 

with sustainable rental streams and very low expense ratios.

The tough trading environment presented an ideal opportunity to 

consolidate Growthpoint’s industrial property portfolio and, to this 

end, we disposed of several underperforming and non-core assets. 

In addition, we realigned the portfolio for future growth.

In line with the Build Growthpoint initiative, we have invested 

substantial time and effort into developing the people in our team 

and aligning ourselves with the overall Growthpoint strategy of 

providing value to our stakeholders. We look after our key assets 

– our staff. 

The industrial team’s structure and culture are well aligned with the 

new vision, mission and values formalised by Growthpoint, which 

will certainly crystallise our behaviour and performance.

Warehousing: 35.9%
Industrial parks: 16.0%
Retail warehousing: 4.5%
Motor-related outlets: 3.6%
Mini units: 6.8%
Midi units: 3.8%
Maxi units: 0.6%
Low grade industrial: 4.7%
High-tech industrial: 10.8%
High grade industrial: 12.3%
Vacant land: 1.0%

 Industrial segmentation split by value

Warehousing: 44.0%
Industrial parks: 16.9%
Retail warehousing: 4.2%
Motor-related outlets: 2.6%
Mini units: 6.5%
Midi units: 3.7%
Maxi units: 0.1%
Low grade industrial: 6.5%
High-tech industrial: 6.4%
High grade industrial: 9.1%

 Industrial segmentation split by GLA

In line with the broader Growthpoint sustainability initiatives, 

the industrial sector has embarked on several initiatives that are 

environmentally conscious and will focus on sustainable sources of 

income in the future.

Having developed the first 5-Star Green Star SA rated property in 

Growthpoint’s portfolio is testament to the team’s commitment to 

environmental sustainability. The project provided the opportunity 

to learn and explore alternatives for future developments and 

redevelopment.
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Industrial continued

While there is no green building rating tool for industrial properties, 

one is under development by the GBCSA. Growthpoint made its 

Greenfield Industrial Park development available as a pilot project 

for this new green building rating tool.

We believe in our environment extending beyond the natural and 

built environment, to the business environment and the economy 

and society in general. 

Supporting the sustainable growth and turnover of our clients is an 

imperative for us. We have made huge efforts to vertically integrate 

our clients and their products into our procurement chains, for the 

benefit of both Growthpoint and our clients alike. This also includes 

a large emphasis on promoting business-to-business connections 

among our client base. 

We are seeing the benefits of this initiative in our clients’ 

performance and feedback. 

Another key partner in our operating environment is the broking 

community, where we nurture valued relationships and encourage 

and reward the excellent leasing of the Growthpoint industrial 

portfolio with initiatives such as Operation Destination. 

These relationships benefited our portfolio performance and, this 

year, they also boosted our social responsibility. With the broker 

team from JLL, the industrial team contributed R1.0 million to 

various important social and community projects, supplementing 

our continuing support of the Santa Shoebox project, Stop Hunger 

Now and other meaningful initiatives.

Eastern Cape: 1.1%
Gauteng: 62.1%
KwaZulu-Natal: 17.9%
Western Cape: 18.9%

Geographical split by value

Prospects
We have a well-diversified portfolio catering to every aspect of 

the industrial community with exposure in every significant node 

– this bodes well for our future performance. 

The diversified nature of our portfolio protects our performance 

against dilution should a particular subsector underperform.

Growthpoint’s industrial team has worked hard to develop 

solid relationships with our client base as well as the broking 

community. This is obvious in our successful new letting statistics 

and our team’s ability to convert vacant space into income-

producing assets.

We have several joint venture developments in place, which 

served to further reduce net risk to Growthpoint and add to the 

diverse nature of our portfolio.

Acquisitions remain expensive and our core focus will, therefore, 

be growing our existing portfolio, adding value where appropriate 

and converting the balance of our land holdings to quality 

income producing industrial accommodation.

Vanilla transactions are easy in positive and growing economic 

times, but far more difficult to implement in the current 

environment. Our flexibility and creative deal making ability is 

a strategic advantage that bodes well for us in the year ahead.

With the focus of Build Growthpoint evident in our team, we 

are well positioned to weather the economic uncertainty in the 

coming year. 

Eastern Cape: 1.2%
Gauteng: 62.2%
KwaZulu-Natal: 17.3%
Western Cape: 19.3%

Geographical split by GLA
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Key performance areas FY16 FY15
Increase/
(decrease)

Gross property revenue (R million) 1 208 1 149 59
Property expenses (R million) (256) (257) (1)
Net property income (R million) 952 892 60
Property expense ratio (%) 21.2 22.4 (1.2)
Vacancies (%) 6.0 5.3 0.7
Arrears (R million) 11.5 9.3 2.2
Bad debt provision (R million) 6.9 3.8 3.1
Average gross rental (R per m2/month) 47 44 3
Forward yield (%) 9.7 10.1 (0.4)
Average in-force escalation (%) 8.4 8.4 –
Weighted average lease period (years) 3.1 2.8 0.3
Asset value (R billion) 11.3 10.4 0.9
Number of properties 227 229 (2)
GLA (m2) 2 251 089 2 225 075 26 014
Value (excluding bulk) per m2 (R) 4 682 4 589 93

Capital expenditure (R million) 543 530 13

TOP 10 INDUSTRIAL TENANTS BY GROSS MONTHLY RENTAL

Tenant GLA m²

1 The Bidvest Group Ltd  52 329 

2 Adcock Ingram Holdings Ltd  27 280 

3 Scania SA (Pty) Ltd  23 341 

4 Consolidated Steel Industries (Pty) Ltd  47 193 

5 Distell Ltd  45 658 

6 Allied Electronic Corporation Ltd  28 008 

7 Imperial Group Ltd  23 482 

8 Pioneer Foods Ltd  20 122 

9 Barloworld Ltd  18 516 

10 Avon Justine (Pty) Ltd  16 239 

Sub-total  302 168 

Balance of the sector  1 814 512 

TOTAL FOR THE SECTOR (excluding vacancies)  2 116 680 
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Industrial properties  
top 10 by value

2.

With superb highway frontage and access, Hilltop 
Industrial Estate encompasses some of the most 
functional industrial premises in South Africa. 
This B-grade industrial park is currently undergoing 
a major upgrade. It comprises 19 businesses 
and its tenants include Scania, Cartoon Candy, 
Capital Africa Steel, MAN Diesel and Turbo SA.

Hilltop Industrial
Park measures  

76 283m²,  
and is valued at

R342 million

Hilltop 
Industrial 
Park
Elandsfontein

1.

Growthpoint 
Industrial Estate  
measures  
61 246m²,  
and is valued at
R404 million

Growthpoint
Industrial

Estate
Germiston

The A-grade industrial park is situated in the Route 24 
node in Meadowdale. It provides around-the-clock 

cutting-edge security in an environmentally respectful 
and energy-efficient setting for 32 businesses. 

Its major tenants include Barloworld Logistics, Avon 
Justine, Fast & Furious and Ricoh SA. Growthpoint 

Industrial Estate has 40 000m2 of available bulk for 
tenant-driven developments.

Location:

Germiston
Value Rm:

R404 million
% of total industrial portfolio:

3.6
GLA m2:

61 246m2

% of total industrial GLA:

2.7

Location:

Midrand
Value Rm:

R209 million
% of total industrial portfolio:

1.8
GLA m2:

21 536m2

% of total industrial GLA:

1.0

Growthpoint 
Industrial Estate

1.

Location:

Elandsfontein
Value Rm:

R342 million
% of total industrial portfolio:

3.0
GLA m2:

76 283m2

% of total industrial GLA:

3.4

Location:

Cape Town
Value Rm:

R320 million
% of total industrial portfolio:

2.8
GLA m2:

28 635m2

% of total industrial GLA:

1.3

Location:

Kempton Park
Value Rm:

R216 million
% of total industrial portfolio:

1.9
GLA m2:

47 194m2

% of total industrial GLA:

2.1

Hilltop 
Industrial Park

Montague 
Business Park (25%)

Isobar (formerly 
Kulungile)

2. 3. 4.
Adcock 
Ingram

5.
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3.

Growthpoint has 25% joint ownership of this newly 
developed A-grade industrial park in the sought 
after Montague node. It is home to 18 businesses, 
which include leading brands such as Takealot.com, 
Supergroup, ABB SA and The Radiant Group. There is 
high demand for further development of the park’s 
available bulk.

Montague Business
Park measures  

28 635m²,  
and is valued at

R320 million

Montague 
Business Park
(25%)

Cape Town

4.

Isobar measures  
47 194m²,  
and is valued at
R216 million

Isobar 
(formerly 
Kulungile)      
Kempton Park

This single tenanted, large industrial facility is 
situated in the prominent industrial node of Isando, 

with a lettable area of 47 194m² under roof, gantries 
and cranes in all bays and large yard areas.

Location:

Sandton
Value Rm:

R192 million
% of total industrial portfolio:

1.7
GLA m2:

19 778m2

% of total industrial GLA:

0.9

Location:

Johannesburg
Value Rm:

R190 million
% of total industrial portfolio:

1.7
GLA m2:

41 331m2

% of total industrial GLA:

1.8

Location:

Midrand
Value Rm:

R177 million
% of total industrial portfolio:

1.6
GLA m2:

19 597m2

% of total industrial GLA:

0.9

Location:

Cape Town
Value Rm:

R163 million
% of total industrial portfolio:

1.4
GLA m2:

49 135m2

% of total industrial GLA:

2.2

Location:

Cape Town
Value Rm:

R155 million
% of total industrial portfolio:

1.4
GLA m2:

21 815m2

% of total industrial GLA:

1.0

Greenfields 
Industrial Park

10.
Rivonia Crossing 2 Omni Park N1 Business Park 

(20%)
Central 
Park 

6. 7. 8. 9.
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V&A Waterfront investment 
The V&A Waterfront is a 122 hectare mixed-use 
property development situated in and around the 
historic Victoria and Alfred Basins, which formed Cape 
Town’s original harbour, with Table Mountain as its 
backdrop. 

Growthpoint has a 50% interest in the V&A Waterfront 
and our investment is valued at R7.8 billion. 

In FY16, the V&A Waterfront delivered excellent 
performance, supporting our growth in distributable 
earnings. Distributions from Growthpoint’s 50% 
stake in the V&A Waterfront increased by 16.6% and 
contributed 8.5% to Growthpoint’s total distributable 
income. 

There is no doubt that the economy of the V&A 
Waterfront is showing that it is disconnected from 
the rest of the country at this point in time. This is 
revealed in the positive metrics achieved by the V&A 
Waterfront. This demand is supported by the stronger 
economy seen in Cape Town.

The improved performance was driven by a 13% 
increase in trading densities and 22% year-on-year 
sales growth from retail owing to the weaker Rand, 
increased tourism and an enhanced tenant mix. Overall 
vacancies reduced further from 2.6% to 1.4% and it 
achieved a total letting success rate of 90.3%. 

The success of the V&A Waterfront has spurred further 
demand for space from top businesses. As a result, 
this year there were several big capital projects on 

the go and development activity levels were high. 
Growthpoint’s capital contribution for development 
was R420.0 million and we have committed a further 
R483.0 million as our contribution to projects at the 
V&A Waterfront.

This positive progress is resulting in much of our 
planning coming to fruition and we continue to have a 
well-considered strategy for the V&A Waterfront. 

Development is now almost complete in the Silo Precinct 
and the focus has shifted to the Canal Precinct. As the 
property develops and bulk is converted to income-
generating buildings, this asset is set to contribute a 
larger quantum of income to Growthpoint. At the V&A 
Waterfront we have a good development pipeline. We 
are also exploring ways to acquire more bulk.

By investing in buildings with traditional commercial 
uses, and by enhancing its heritage and other attractions 
the V&A Waterfront continued to strengthen its 
position as an iconic asset, leading destination and a 
focus point of Cape Town.

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 growth prospects 

 ~ The profit it generates flows straight to shareholders, 
and comprises 8.5% of Growthpoint’s distributable 
earnings 

V&A Waterfront 

Retail sales grew by 22.0% (FY15: 11.0%) year-on-year driven by some of the new retail 
offerings, the continued success of the Watershed and improved tourism numbers.

David Green 

CEO V&A Waterfront
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 ~ Long lease terms and strong demand give security of revenue 
 ~ The undeveloped bulk provides the opportunity for future 
accretive growth by adding developments 

 ~ It provides exceptional exposure to the Western Cape commercial 
property market

Market environment
The V&A Waterfront makes a significant economic contribution to 
the city of Cape Town, the Western Cape and country as a whole. 
It was the catalyst for the regeneration of the foreshore and 
reconnected people living in the Cape Town CBD with the sea. It 
is a magnet for locals, domestic and international visitors and, it 
is a place that truly showcases the best of our country by showing 
South Africa at work.

Since the V&A Waterfront’s start in 1988, it has come a long way. 
Today, it is a vibrant place where restaurants, offices, hotels, retail, 
cinemas, yachts, a working harbour and the fishing industry all 
function in close proximity.

A waterfront cannot be viewed in isolation. It is an extension 
and neighbourhood of the city, not just an attraction. It makes a 
significant impact as a driver of tourism, and also from an economic 
and social wellbeing perspective.

Retail
The V&A Waterfront’s retail strategy of continual improvement 
has borne fruit throughout the property. In a national retail market 
characterised by weak growth and declining profits, the V&A 
Waterfront’s latest retail trade results continue to buck gloomy 
economic trends by delivering double-digit retail growth.

The V&A Waterfront continues to outperform both national sales 
and its peers on the IPD benchmarks across all categories.

Retail sales grew by 22.0% (FY15: 11.0%) year-on-year driven 
by some of the new retail offerings, the continued success of the 
Watershed and improved tourism numbers.

Footfall remained robust at 24.2 million visitors on a rolling 
12-month basis, up 2.7%. Domestic and international tourism was 
buoyed in the first quarter of 2016 by 30% more than 2015. 

We continued to strengthen our tenant mix with the following new 
brands opening:

H&M, Hamleys, Dalliance, Gibsons, Cinnabon, Wellness Warehouse 
Café, Seafolly, Versace, Hackett, Tsonga, Sorbet, Lorna Jane and 
Moments by Cardies.

The centre remains a premium retail destination with occupancies 
at 99.5% at FY16.

Office
Despite the challenging conditions that face the office sector, the 
V&A Waterfront has managed to attract high-calibre blue chip 
office tenants including British American Tobacco, PWC, Werksmans 
Attorneys and EY to its developments. 

Office vacancies were contained to 1.7% of office GLA. However, 
pressure on rental levels increased resulting in a 1.9% growth in 
rentals on new leases and renewals. Tenant retention was a focus of 
our activities, with 82.4% of expiring leases being renewed. 

Marine fishing and industrial
Letting continues to be long term and stable with zero vacancies. 
The highlight of the year was the V&A Waterfront refurbishing and 

Retail: 52.6%
Office: 23.8%
Fishing and industrial: 5.8%
Hotel and residential: 11.4%
Undeveloped bulk: 6.4%

V&A Waterfront value by type

opening the E Berth Building in the port that adjoins the property, 
and successfully operating the cruise terminal. The goal is to work 
with city and tourism authorities to promote Cape Town as a cruise 
destination and ultimately further develop and grow the terminal 
facility in response to increased future demand.

Hotel and residential property to let 
All the hotels at the V&A Waterfront showed good growth  
over the period. We now manage 250 apartments to let in the 
V&A Waterfront. This is a new income stream and we continue to 
improve our management of renewals and new lets to optimise 
occupancy levels. 

PERFORMANCE
The distributable income from the V&A Waterfront grew by 16.6%. 

Net property income grew by 15.8%. This was driven by the 
annualised income stream from the Breakwater residential to let 
portfolio and the new development roll out of H&M. H&M was the 
flagship opening for the Swedish group and traded at exceptional 
levels in its first nine months.

The ratio of property expenses to revenue for the group is slightly 
down to 27.7%. This reflects added operational costs being managed 
against the backdrop of new revenue streams and streamlined 
operational costs. 

The impact of sustainability initiatives can be seen in lower than 
expected utility increases and improved recovery rates as well 
as the contained impact of recent water tariff increases. If these 
anomalies are excluded, expenses are in line with CPI growth of just 
under 7.0%. 

The like-for-like growth in distributable income was 11.5%, which 
primarily excludes H&M, Breakwater residential to let and Dockside 
Cruise Terminal. This was better than we expected. It was impacted 
positively by the international tourism spend and bullish retail 
sales growth. The increase in trading density levels, particularly in 
restaurants and the Watershed offerings, is evidence of this. 

The hotel portfolio showed improved RevPARs from the Table 
Bay Hotel, One&Only and the Cape Grace. We managed the 
Cruise Terminal in the Dockside District from December 2015 to  
May 2016. It hosted 45 vessels, with 30 000 passengers and 
17 800 crew members. 
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V&A Waterfront continued

Casual parking contributed positively due to an increased number of 
visitors to the V&A Waterfront, longer stays, and improving parking 
use. Events continue to be a business focus, especially as they also 
contributed to better parking stats and revenue. These include New 
Year’s Eve Clipper Yaught race and the World Triathlon event.

Operationally, the V&A Waterfront’s renewal growth reflects the 
rental reversions in the commercial multi-let space where rentals 
are market aligned. A small decrease in the renewal success rate was 
impacted by industrial tenancies seeking a location change.

The V&A Waterfront strives for environmental and sustainability 
industry leadership and aims for continuous excellence and 
efficiency by reducing the environmental impact of operations on 
the environment.

Appropriate systems have been implemented and processes 
streamlined to manage and reduce the greenhouse gas emissions 
associated with operational activities across its 123-hectare 
property.

Carbon reduction initiatives were implemented at a significant 
capital investment. This has translated into savings and provided a 
positive impact to the environment.

A R20 million solar photovoltaic (PV) project will conserve an 
estimated 1 721 956kWh yearly.

Lighting in all parking garages has been replaced with energy 
efficient LED lighting which has led to a cumulative energy saving 
of 28.0% since 2008.

Our focus is still very much on water conservation, where drip 
irrigation continues to be a key area, currently reducing consumption 
by 60.0%. The V&A Waterfront is also exploring opportunities to 
maximise its borehole use as well as using black water for irrigation. 
We are removing cooling towers and the Silo District will run on 
seawater cooling in 2017.

The V&A Waterfront currently recycles 40.0% of all waste which 
equates to 3 000 tons a year and is working towards diverting  
85.0% of all waste from landfill by 2017.  We are also exploring a new 
initiative “Agri-protein”, focusing on wet waste recycling.

No. 1 Silo achieved a 6-Star Green Star SA rating for design and an 
As-Built award, a first for a commercial building of its size.

In 2015, Merchant House (9 000m²) and the Victoria Wharf 
Shopping Centre (70 000m²) both achieved 4-Star Green Star SA 
ratings for existing buildings. The Victoria Wharf Shopping Centre 
was the first shopping centre in Africa to achieve this rating.

No. 3, 4, 5 and 6 Silos are earmarked for 4-Star Green Star SA ratings 
for both Design and As-Built. The V&A Waterfront is also seeking 
ratings for the Watershed and West Quay buildings as existing 
buildings and is aiming to achieve a 5 and 6-Star Green Star SA 
rating respectively by the end of 2016.

As a rule, all developments at the V&A Waterfront must incorporate 
sustainable green practices and methods and must, therefore, achieve 
a minimum of a 4-Star Green Star SA rating for As-Built buildings.

The V&A Waterfront has its carbon emissions programme audited 
by KPMG.

This year, the V&A Waterfront upheld its Platinum Heritage status 
from the Heritage Environmental Company, an internationally 
recognised eco-labelling programme.

The V&A Waterfront received its first Heritage status rating in 2012 
and steadily progressed to Platinum status in 2015, becoming one 
of only four establishments in the Western Cape to have Platinum 
Heritage status.

The V&A Waterfront was internationally recognised as one of three 
finalists in the prestigious international World Travel & Tourism 
Council (WTTC) ‘Tourism for Tomorrow’ Destination Award. Sixty-
two countries across all continents applied for this year’s awards. 

Our overarching social investment philosophy is to ensure we 
choose and invest in initiatives that make a fundamental difference 
and are sustainable in the long term. Our focus is on projects that 
support education and job creation as our primary objectives. 

The V&A Waterfront actioned this commitment with bursaries 
for children of its staff and has over the past year allocated over 
R1 million to these bursaries. Our Young Captains Programme 
provided 10 young students from disadvantaged communities with 
the opportunity to partake in an intensive internship programme 
that equipped them with a broader knowledge and perspective 
of the work environment focusing on business readiness, life skills 
and an improved corporate awareness. We also have an internship 
programme that builds a healthy home-grown talent pool to 
support our business’s growth and sustainability. 

CodeX is a full-time coding apprenticeship hosted by the V&A 
Waterfront’s – Workshop 17 in sponsored workspace. Since 2014 a 
total number of 57 young individuals participated in the year-long 
programme and 65% of these participants were placed in corporate 
internships.

We have many ad hoc CSI initiatives, including The Have Night 
Shelter that aims to reunite indigent people with their families, 
and the busker community that provides entertainment across the 
property. We also support several NGO organisations as a platform 
for fundraising and generating awareness of their causes. These 
include cancer NGOs, Rock Girl Project for abused women and girls, 
Cosatu’s Day at the Waterfront for their elderly communities to 
name but a few.

DEVELOPMENT
The V&A Waterfront is now firmly established as a prime office 
node in Cape Town. Construction is well under way on Waterway 
House, a 20 000m2 building in the Canal District (formerly Gateway 
Precinct) which will house British American Tobacco (BAT), Ernst 
& Young (EY) and Ferrari. Completion of this building is scheduled 
for Q2:17. These developments, with ongoing enquiries from 
large commercial corporates, will enhance and expand the V&A 
Waterfront’s commercial portfolio.

The various development projects forming the Silo District continue 
to progress well. The handover of the Virgin Active Classic Club is 
scheduled for September 2016, followed later in the year by the 
Zeitz Museum of Contemporary Art Africa (MOCAA) and The Silo 
Hotel, operated by the Royal Portfolio. The hotel opens in March 
2017. The remaining projects – No.3 Silo residential apartments 
and the Radisson Red hotel will be completed in Q1:17 and Q2:17 
respectively. Sales of the No.3 Silo apartments have progressed well 
since market launch in late November 2015 with just under 80% 
currently sold, including the large penthouse.

We continue to evolve our blueprint and have outlined a vision 
for the overall future development of the site. This sets out a clear 
vision for the scale and mix of the remaining development, ideas 
on how to deal with infrastructure challenges, creating more public 
accessible and open space and integrating the various districts in 
the V&A Waterfront. Work on the concept planning of the Canal 
District has already started. A mix of uses is envisaged for this 
chiefly commercial district that will strengthen the link between 
the V&A Waterfront and the Cape Town CBD.
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Key performance areas FY16 FY15
Increase/
(decrease)

Gross property revenue (R million) 639 553 86
Property expenses (R million) (177) (154) 23
Net property income (R million) 462 399 63
Property expense ratio (%) 27.7 28.1 (0.4)
Vacancies (%) 1.4 2.6 (1.2)
Arrears (R million) 8.6 21.0 (12.4)
Bad debt provision (R million) 1.4 8.4 (7.0)
Average gross rental (R per m2/month) 214 186 28
Forward yield (%) 7.5 7.0 0.5
Average in-force escalation (%) 8.0 8.3 (0.3)
Weighted average lease period (years) 8.0 7.8 0.2
Asset value (R billion) 7.8 6.8 1.0
GLA (m2) 206 838 202 658 4 180
Value (excluding bulk) per m2 (R) 34 147 30 840 3 307
Capital expenditure (R million) 420 309 111

TOP 10 V&A WATERFRONT TENANTS BY GROSS MONTHLY RENTAL

Tenants  GLA m² 

1 Allan Gray (Pty) Ltd 18 499

2 Nedbank Group Ltd 25 433

3 Legacy Hotels 16 226

4 Edcon Holdings Ltd 7 518

5 Tourvest Holdings (Pty) Ltd 3 318

6 Sun International Hotels 17 100

7 Newmark Hotels 7 563

8 Woolworths Holdings Ltd 7 682

9 The Foschini Group Ltd 3 013

10 National Department of Public Works 14 601

Total of Top 10 120 953

Balance of V&A 286 737

TOTAL FOR V&A WATERFROnT (excluding vacancies) 407 690

Overall demand across all sectors remains strong in the V&A 
Waterfront with new commercial, residential, leisure and retail 
components planned. We are actively progressing this with various 
tenants and end-users. Hand-in-hand with this development are 
several infrastructure challenges, most notably traffic congestion 
that affects the CBD. Various alternatives are being investigated 
to incorporate solutions to this in line with the proposed new 
developments.

PROSPECTS
In the coming year, four major new corporate tenants will 
take occupation, a Virgin Classic Health Club will open, some 
70 residential units will be ready for occupation and two more 
hotels will welcome guests.

We continue to see strong demand for new corporate  
offices, residential accommodation to let and for sale, as well  
as demand for new hotels within the V&A Waterfront. This is  

driven by the desirability of the location and the attractiveness  
of the lifestyle offering. 

Following the completion of the Silo District and the internationally 
anticipated opening of the Zeitz MOCAA in September 2017, 
development will be pursued in the Canal District. This will also serve 
to strengthen the connection of the V&A Waterfront to the city.

Retail sales and hotel demand were boosted in the early part of 
the year by the increased retail offering and higher international 
tourism. An added 1 000 parking bays will come on stream in late 
2016 in response to increased demand.

Following three years of very strong retail growth, we expect  
sales growth to slow to high single-digit growth towards the end 
of the year.

Corporate letting, particularly at the premium end, remains strong.  
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Growthpoint 
Australia (GOZ) 

GOZ has grown significantly since our initial acquisition in 2009. It has increased its market 
capitalisation to AUD1.8 billion and owns assets of AUD2.8 billion. To date our investment in 
GOZ has cost a total of R6.3 billion and its market value is R13.3 billion. 

The investment in GOz 
Growthpoint’s 65.5% share of GOZ continued to 

perform well for us, achieving higher-than-forecast 

distribution growth for the year. It delivered a total 

AUD return of 6.3% to Growthpoint. The distributions 

received from GOZ during the year amounted to 

R772 million. 

 

The contribution from GOZ grew by 17.3% in Rand 

terms, making a solid 15.2% contribution to our overall 

distributable income.

Increasing our foreign exposure is a strategic imperative 

and, as such, we’ve been promoting and supporting 

the growth of GOZ together with its executive team. 

In the current environment it is possible to conclude 

transactions that are yield enhancing, with the cost of 

debt in Australia significantly lower than the yield at 

which transactions can be concluded. 

When it comes to acquisitions, the Australian market 

is highly competitive. Even with high levels of 

competition, GOZ completed portfolio-strengthening 

acquisitions of AUD314.3 million during FY16 and is 

poised for the successful takeover of the GPT Metro 

Office Fund (GMF). This transaction will further elevate 

GOZ’s importance in the Australian REIT market.

These transactions are increasing GOZ’s liquidity and 

tradability and enhancing value for all shareholders. 

GOZ has grown significantly since our initial acquisition 

in 2009. It has increased its market capitalisation to 

AUD1.8 billion and owns assets of AUD2.8 billion. 

To date our investment in GOZ has cost a total of 

R6.3 billion and its market value is R13.3 billion. 

It has been financially rewarding to support the growth 

of GOZ and we intend to continue to encourage and 

intensify its growth, responsibly.

With debt raised in the Australian market being 

cheaper than debt in the South African market, we have 

commenced a programme of synthetically raising AUD 

debt against our investment. The strong credit rating 

of our South African business assists us in achieving 

favourable rates for these cross-currency swaps that 

benefit our bottom line directly.

Timothy Collyer 

Managing Director GOZ



About  
this report

Organisational  
overview

Performance  
review

Key  
matters

Segment 
performance

Governance and  
risk management

Growthpoint Properties Limited  /  95 
Integrated annual report 2016

How GOZ offers Growthpoint and our shareholders value:

 ~ The size of our investment in Australia has a fair value of 

R30.9 billion.

 ~ It provides Growthpoint with 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 58 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.

Market environment
Domestically, Gross Domestic Product (GDP) continued to grow 

steadily, albeit below long-term averages. The below-trend 

growth is because of the decline of investment in the resources 

sector, low commodity prices and demand, the lagging emergence 

of investment in sectors other than resources and tight public 

spending. This is being balanced by an increase in housing 

construction and investment, improvement in services sectors and, 

more recently, consumption. The recovery across the non-mining 

economy remains on track despite elevated risks. 

GDP growth was 2.5% in 2015 and is forecast to increase to 3.1% 

and 3.0% in 2016 and 2017, respectively. The Q1:16 GDP figure of 

1.1% evidenced the resilience of the Australian economy amid an 

uncertain global backdrop and weak commodity prices. Indicators 

of consumption, including retail sales, motor vehicle sales and 

consumer sentiment surveys, suggest consumption is growing at a 

moderate pace as a result of low interest rate levels, lower oil prices 

and an improving labour market. 

Similar to the rest of the world, monetary policy remains very 

accommodative and the Reserve Bank of Australia (RBA) has again 

lowered the cash rate over the last six months, from 2.0% to 1.75%. 

With receding risks from the housing boom, there is leeway for 

further monetary policy easing in the event of a new downturn. 

Inflation remains low and is forecast to remain near or even below 

the bottom end of the RBA’s 2.0% to 3.0% target band in 2016 

and 2017. After first dropping below 70 US cents in January 2016, 

the AUD has recently re-appreciated to around 74 US cents. 

Nonetheless, an exchange rate of between 70 US cents and 

75 US cents is low relative to recent years and should help achieve 

more balanced growth domestically and increased demand for 

Australian exports. 

Queensland: 27.4%
Victoria: 34.9%
New South Wales: 20.1%
South Australia: 6.9%
Western Australia: 5.1%
Australian Capital Territory: 4.6%
Tasmania: 1.0%

GOZ value by geographic diversity

Business conditions, outside of mining, have remained at elevated 

levels in recent months. The services industry, which includes 

distribution services such as retail, represents one of the strongest 

sectors, while manufacturing and the mining sector remain 

relatively weak. Despite improved conditions, business confidence 

has continued to decline due to the uncertain global economic 

environment and continuous challenges in the mining industry. 

Consumer sentiment is in slightly positive territory (Westpac 

CSI 102.2). The trend unemployment rate of 5.7% has remained 

steady in recent months with non-resource activity now driving 

employment growth. 

Performance
GOZ owns a AUD2.8 billion portfolio of modern, well-leased and 

well-located properties in every State of Australia as well as in 

Australian Capital Territory, split 56% to 44% between office and 

industrial with a weighted average fixed-rent review of 3.1% per 

annum.

GOZ’s distributable income was 21.9 AU cents per stapled security, 

3.3% more than that for FY15. This enabled GOZ to meet its 

distribution guidance of 20.5 AU cents per stapled security on a 

pay-out ratio of 93.7%.

Like-for-like net property income decreased by 1.1% for the 

portfolio for FY16 with office decreasing by 5.1% and industrial 

increasing by 3.1%. The like-for-like decline for office was due 

to increased vacancy and tenant incentives for new or extended 

leasing. FY17 is expected to show a significant improvement. 
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Growthpoint Australia (GOZ) continued

GOZ completed over 59 000m2 of new and extended leasing during 

FY16 representing around 12% of the portfolio by income and 

8.9% of the portfolio by area. This leasing extended the weighted 

average lease expiry (WALE) to 6.9 years, significantly reducing 

upcoming expiries and increasing the occupancy to 99.0%. Only 

7.0% of GOZ’s leases (by income) potentially expire over the next 

two years.

FY16 operating expenses as a percentage of average gross assets 

or MER (Managed Expense Ratio) reduced to 0.40% for FY16 from 

0.41% in FY15 and 0.47% in FY14. GOZ expects its operating 

expenses to remain at or below this level in FY17 – one of the 

lowest of the A-REIT sector.

The existing portfolio was strengthened by AUD328.0 million of 

acquisitions during FY16 and the AUD10.1 million disposal of a 

non-core asset. GOZ continues to explore the possible divestment 

of other assets. 

Net tangible assets per stapled security increased by 7.7% to 

AUD2.67 (FY15: AUD2.48). Most of this increase arose as a result 

of the AUD130.2 million or 5.5% like-for-like increase in property 

valuations equating to 16.6 AU cents per stapled security. Increased 

property valuations were the result of a decrease in the weighted 

average capitalisation rate for the portfolio from 7.3% at FY15 to 

6.9% at FY16, as well as leasing undertaken.

GOZ announced a takeover of the GPT Metro Office Fund (GMF) 

on 1 July 2016. GMF comprises six A-grade office properties with a 

5.5 year WALE valued at AUD440.3 million and a weighted average 

capitalisation rate of 6.7%. GMF would represent approximately 

15.5% of GOZ’s assets providing an additional AUD28.2 million of 

net property income for FY17, and increase office exposure from 

56.0% to 59.5%. GOZ expects to obtain control of GMF during 

FY17 increasing its FY17 distributable income guidance by 4.9% 

to 23.4 AU cents per security. This transaction accords with several 

of GOZ’s announced goals including increasing scale, New South 

Wales exposure, office exposure, securities on issue, tenant diversity 

and geographic diversity.

Prospects
Although vacancy rates remain elevated in most office markets in 

Australia, there has been a continued improvement in Sydney and 

Melbourne over FY16, which we expect to continue. 

By leasing nearly 9% of the GOZ portfolio (98 920m2 out of a total 

1.1 million m2) and taking occupancy at 333 Ann Street, Brisbane, 

from 41% to 77% over FY16 has significantly reduced near-term 

income risks. 

Directors have reaffirmed their guidance for FY17 distributions 

of 21.3 AUD cents per security (3.9% higher than FY16) based 

on distributable income of at least 22.2 AUD cents per security 

providing an attractive distribution yield of approximately 6.8% 

based on the 30 June 2016 closing price of AUD3.15. This guidance 

is prior to the takeover of GMF, the effects of which are noted above. 

Key performance areas FY16 FY15 Increase

Gross property revenue (R million) 2 175 1 844 331
Property expenses (R million) (262) (213) 49
Net property income (R million) 1 913 1 631 282
Property expense ratio (%) 12.0 11.6 0.4
Vacancies (%) 1.0 3.0 (2.0)
Arrears (R million) 4.7 0.4 4.3
Bad debt provision (R million) – – –
Average gross rental (AUD per annum) 198 188 10
Forward yield (%) 7.3 7.3 –
Average in-force escalation (%) 3.1 3.0 0.1
Weighted average lease period (years) 6.9 6.7 0.2
Asset value (R billion) 31 22 9
Number of properties 58 53 5
GLA (m2) 1 109 545 1 050 611 58 934
Value (excluding bulk) per m2 (R) 27 883 20 963 6 920

Capital expenditure (R million) 441 306 135
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TOP 10 GOZ TENANTS BY GROSS MONTHLY RENTAL

Tenants  GLA m² 

1 Woolworths 407 625

2 NSW Police 32 356

3 Commonwealth of Australia 24 370

4 GE Capital Finance Australasia 24 910

5 Linfox 58 077

6 Jacobs Group 9 522

7 Energex 8 754

8 Australia and New Zealand Banking Group 13 744

9 Fox Sports 8 092

10 Star Track 44 424

Total of Top 10 631 874

Balance of GOZ 473 821

Total for GOZ (excluding vacancies) 1 105 695
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Top 10 GOZ 
properties by value

2.

Woolworths major distribution centre for SE Qld, 
purpose-built in 2007, comprises temp-controlled/
part-ambient warehousing, hardstand, loading facilities 
and two-level office.

Distribution Street 
measures  

76 109m²,  
and is valued at
R2 216 million

70 
Distribution 
Street, 
Larapinta,  
QLD

1.

Charles Street  
measures  
32 356m²,  
and is valued at
R3 091 million

1 Charles 
Street, 

Parramatta, 
NSW

A 5 star NABERS energy rated, A-grade office  
building constructed in 2003, which is fully 

 leased to NSW Police.

Location:

New South 
Wales
Sector:

Office
Value Rm:

R3 091 million
% of total GOZ portfolio:

10.0
GLA m2:

32 356m2

% of total GOZ GLA:

2.9

Location:

Queensland 

Sector:

Industrial
Value Rm:

R2 216 million
% of total GOZ portfolio:

7.2
GLA m2:

76 109m2

% of total GOZ GLA:

6.9

Location:

Western 
Australia
Sector:

Industrial
Value Rm:

R1 612 million
% of total GOZ portfolio:

5.2
GLA m2:

80 374m2

% of total GOZ GLA:

7.2

Location:

Victoria 

Sector:

Office
Value Rm:

R1 832 million
% of total GOZ portfolio:

5.9
GLA m2:

23 811m2

% of total GOZ GLA:

2.1

Location:

New South 
Wales
Sector:

Office
Value Rm:

R1 225 million
% of total GOZ portfolio:

4.0
GLA m2:

14 496m2

% of total GOZ GLA:

1.3

1 Charles Street, 
Parramatta

70 Distribution 
Street, Larapinta

20 Colquhoun Road, 
Perth Airport

75 Dorcas Street, 
South Melbourne

Building C, 219–247 
Pacific Highway, 
Artarmon

1. 2. 4.3. 5.
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3.

A 3.5 star NABERS energy rated, 11 level A-grade 
office, showroom and car park building with 
690 parking bays. The building was constructed in 2002 
and partly refurbished in 2015.

Dorcas Street  
measures  

23 811m²,  
and is valued at
R1 832 million

75 Dorcas 
Street, South 
Melbourne, 
VIC

4.

Colquhoun Road  
measures  
80 374m²,  
and is valued at
R1 612 million

20 Colquhoun 
Road, Perth 
Airport, WA

This property is a Woolworths regional distribution 
centre, constructed circa 2007 and  

expanded in 2009.

Location:

Queensland 

Sector:

Office
Value Rm:

R1 142 million
% of total GOZ portfolio:

3.7
GLA m2:

12 980m2

% of total GOZ GLA:

2.1

Location:

Queensland 

Sector:

Office
Value Rm:

R1 131 million
% of total GOZ portfolio:

3.6
GLA m2:

16 457m2

% of total GOZ GLA:

1.5

Location:

Australian 
Capital Territory
Sector:

Office
Value Rm:

R966 million
% of total GOZ portfolio:

3.1
GLA m2:

15 398m2

% of total GOZ GLA:

1.4

Location:

Queensland 

Sector:

Office
Value Rm:

R1 021 million
% of total GOZ portfolio:

3.3
GLA m2:

11 529m2

% of total GOZ GLA:

1.1

Location:

Victoria 

Sector:

Office
Value Rm:

R905 million
% of total GOZ portfolio:

2.9
GLA m2:

14 660m2

% of total GOZ GLA:

1.3

1231–1241 
Sandgate Road, 
Nundah

6.
333 Ann Street, 
Brisbane 

10–12 Mort Street, 
Canberra

CB1, 22 Cordelia 
Street, South Brisbane

572–576 Swan 
Street, Richmond

7. 9.8. 10.
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Group
Services 

We are particularly pleased that we were able to accommodate almost all the people who 
joined Growthpoint as part of our acquisition transactions.

This was a busy and productive year for all our  
group services. 

Stemming from our acquisition of Acucap and Sycom, 
a key focus for Growthpoint was integrating our new 
staff members into our business and our new property 
assets on to our systems, all while ensuring we got on 
with business as usual. It was a big job, but we did it.

We are particularly pleased that we were able to 
accommodate almost all the people who joined 
Growthpoint as part of our acquisition transactions. 
Both our group and sector services are benefiting 
from their knowledge base, corporate memory, 
relationships with clients, property specific know-how 
and development skills.

With this achieved, we directed our focus to improving 
efficiencies and standardising processes. As our 
company grows in scale, managing a bigger operation 
presents the potential for more risk and inefficiencies. 
As we find ways to be consistently better, we are 
fortunate that we now have the benefit of even greater 
diverse knowledge within Growthpoint and we strive to 
optimise this diversity to improve our systems. 

With customer experience and efficiency as top 
priorities in FY16, our service division continued to 
contribute to our business, across all three of its South 
African operating businesses.

The significant roll out of Growthpoint’s vision, 
mission and values, was among the key responsibilities 
undertaken by our marketing and communications 
department this year. This formed a critical part of our 
ongoing integration process and was the culmination 
of work done during the course of the year, throughout 
the business and across our operating regions. Our new 
vision, mission and values guide the way we act and 
interact with our customers and each other, and also 
foster improved communication within Growthpoint.

We made big strides in our HR objectives this year, 
especially in our corporate HR administration and 
governance. We’ve enhanced the staffing of our HR 
division and changed the way it services the business 
by introducing HR business partners to work with our 
different business divisions. We are already seeing a 
huge difference in the quality of the service. Our HR 
team also implemented a job grading system that will 
be introduced in the coming financial year.

Estienne de Klerk 

Managing Director
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Our dedicated investor relations division, formally established last 
year, has added to our executive capacity, had a positive impact 
in many areas of our business and enhanced the awareness and 
understanding of Growthpoint with our investors and the wider 
investment community. We’ve also introduced a system to record 
and manage investor relations processes and updated policies, 
including our disclosure policy.

Growthpoint applies best-of-breed governance for our IT processes, 
such as disaster recovery. We aim to improve this even further, and 
while doing so, continue to ensure this is balanced against value 
for money.

After a process of developing a new IT platform for the business, 
which resulted in us appointing external assessors to establish the 
workability of the new platform, it was decided to not proceed 
further. The company is now undergoing a full system process 
review which will culminate in a best practice for Growthpoint 
being introduced.

Our clients’ experience in our buildings is very closely impacted 
by our business’s facilities management. It plays a key role in 
delivering our promise of space to thrive. With this in mind, our 
facilities management service was successfully restructured. We 
have introduced centres of excellence for each property sector. Each 
sector has its own head of facilities management. We continue to 
improve the standardising of processes and introduced a call centre, 
the Growthpoint Maintenance Service Desk. These initiatives are 
already starting to pay off. Our procurement team continues to 
make good progress, especially on preferential procurement. What’s 
more, we’ve taken steps to improve the delivery and profitability 
of our internal maintenance team to give our clients a better 
experience in our buildings with quick, slick and high-quality service.

During the year the legal department was successfully restructured 
to streamline its activities to achieve optimum efficiency. Our 
legal team continued to provide a framework of legal support and 
services across the business, starting with assisting in each of our 
transactions and leases, and going well beyond this. 

Service review

Division Objectives Key performance indicators Highlights for FY16

Corporate 
marketing and 
communication

To establish and 
increase positive 
engagement with the 
Growthpoint brand for 
all our stakeholders

 ~ To maintain and uphold the Growthpoint 
brand and corporate identity

 ~ Identify marketing opportunities in line 
with the sector’s strategic objectives to 
promote Growthpoint’s activities and 
projects, and to execute these creatively 
and cost effectively

 ~ Nationally integrate and promote the 
Growthpoint culture and values among 
all staff, in collaboration with the HR 
Department 

 ~ Drive and measure research and additional 
initiatives to improve tenant attraction 
and retention 

 ~ Continue to effectively engage our clients 
through all communication platforms with 
emphasis on ‘green’ media (very limited 
print) 

 ~ Enhance client and supplier relationships 
through clear, regular communication – as 
well as providing opportunities for face-to-
face interaction 

 ~ Support the property industry through 
strategic sponsorships and congresses 

 ~ Support our vision by providing 
information to our stakeholders which is 
relevant, substantial, understandable and 
factual

 ~ Drove the successful launch of a set of new 
values, a new mission statement and a new vision 
statement to all Growthpoint staff across the 
country

 ~ Instrumental in launching the extremely effective 
SMARTMOVE campaign with the Office and 
Industrial teams. This has gained traction among 
clients, potential clients, as well as brokers

 ~ Print and electronic media coverage for the brand 
was valued at over R30 million

 ~ Successful execution of 126 events
 ~ Growthpoint’s quarterly digital newsletter 
Touchpoint continues to gain traction with our 
clients. Readership has once again grown and now 
includes readers in the USA and the UK 

 ~ Exponentially increased usage of social media, 
engagement and ‘shares’ through digital platforms 
including Facebook, Twitter, Instagram, LinkedIn 
and the Growthpoint YouTube channel. We are 
regularly used as a news source via all our social 
media, but most notably through LinkedIn and 
Twitter
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Group Services continued

Service review

Division Objectives Key performance indicators Highlights for FY16

Facilities 
management 
and procurement

 ~ Fostering a culture 
of collaboration to 
support the delivery 
of maintenance 
solutions, value-
adding client 
experiences and 
quality facilities 
throughout the asset 
life cycle, guided by 
best practice and 
legislation

 ~ Partnering with 
our stakeholders to 
deliver international 
best procurement 
and supply chain 
practices through 
value adding, 
innovative and 
sustainable services 

 ~ Maintaining an excellent state of condition 
and functional performance of all 
properties which in turn directly influences 
attraction and retention of tenants

 ~ Achieving the most sustainable and 
predictable cost of maintaining and 
operating the properties. The outcome 
directly supports achievement of profit 
margins and consequent investment 
returns

 ~ Maintaining compliance with legislation 
governing the operation and use of 
buildings, plant and machinery

 ~ Maximising the B-BBEE spend on 
services procured for the operations and 
maintenance of properties and thereby 
directly impacting the B-BBEE scorecard of 
Growthpoint and notably in preferential 
procurement, supplier development, and 
enterprise development

 ~ Increasing knowledge sharing, 
standardisation and consistency for the 
facilities management function across the 
organisation

 ~ Brokering business-to-business and client 
collaboration partnerships

 ~ Investing in enabling technological 
solutions to streamline service delivery 
and automate integrated processes

 ~ Continuously researching and 
benchmarking supply chain/procurement 
and facilities management best practices 
thereby creating value for all stakeholders

 ~ Providing operational touchpoints or 
interfaces for developments, sustainability 
and other infrastructural programmes

 ~ Total measured procurement spend of 
R3.5 billion

 ~ Achieved a preferential procurement score of 
17.34 points out of 20 points 

 ~ R1 billion spend on black-owned entities rendering 
property-related services

 ~ Enhanced risk management information system 
to ensure compliance and risk mitigation for the 
group

 ~ Physical asset register for the group has been 
successfully migrated into the Growthpoint 
Maintenance Service Desk platform for improved 
tracking of assets condition and life cycle costs

 ~ Improved vendor registration and risk 
assessment controls to ensure compliance with 
local legislation, industry best practice and 
industry body guidelines. Group objectives of 
sustainability, transformation, quality of service 
delivery and cost efficiencies are considered 
during the ‘Request For Proposal’ evaluation and 
award stages

 ~ Benchmarking tool developed to analyse 
operating costs against the market thus ensuring 
continuous management of cost efficiencies

 ~ Successful appointment of Sector Head 
Facilities Managers to drive operational and cost 
efficiencies for the Group via an established 
Facilities Management Centre of Excellence 
Forum

 ~ Growthpoint is a proud active Platinum member 
of the South African Facilities Management 
Association

 ~ Growthpoint has forged a Services Cluster 
relationship with the Johannesburg Chamber of 
Commerce and Industry to elevate its voice in 
the South African market

 ~ Community infrastructural improvement projects 
have been successfully delivered in partnership 
with Growthpoint’s strategic supply chain partners

Human resources 
(HR)

To provide world-
class HR services that 
enable sustainable 
business growth and 
competitiveness 
through people

HR service levels 
 ~ Structure HR Department to meet business 
goals 

 ~ Build HR capability and capacity to 
support the business

 ~ Improved HR service
 ~ Introduce Patterson job grading
 ~ Led post-acquisition integration process 
 ~ Update policies and procedures

 ~ HR Business Partner and Centres of Excellence 
organisational structure launched 

 ~ Appointed suitably qualified and experienced 
HR business partners to support the business

 ~ Improvement in service levels is evidenced by 
constructive feedback received from key Exco 
stakeholders

 ~ All positions graded and going through a 
validation process by an independent party 
prior to communicating to staff

 ~ Integrated all acquired staff to payroll and 
compensation and benefits structure

 ~ Five of our policies have been updated and 
published 
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Service review

Division Objectives Key performance indicators Highlights for FY16

Human resources 
(HR) continued

To attract, develop and 
retain engaged talent 
and teams

Talent attraction:
 ~ Maintain recruitment turnaround time of 
90 days

 ~ Use cost-effective alternative recruitment 
methods 

 ~ Onboard new hires to facilitate seamless 
integration into the organisation

Development: 
 ~ Continuously develop staff through a 
combination of formal, informal, work-
based and experiential training and 
development opportunities

 ~ Number of employees trained, training 
hours and training expenditure

 ~ Enhanced compliance and alignment 
of key employees with the regulatory 
requirements of the Estate Agency Affairs 
Board (EAAB)

 ~ Leadership and management development
 ~ Formal education through institutions of 
higher learning

 ~ Entrenching a culture of performance
 ~ Integrate newly acquired former Acucap 
staff through a process of redefining our 
culture and development of new values  
through a bottoms-up approach

 ~ Develop and launch a structured young 
talent plan including internships and 
graduates

Retention:
 ~ Maintain attrition levels below industry 
and country norms

 ~ Create a culture of inclusion through 
various organisation development 
initiatives

 ~ Started using social media, such as LinkedIn, 
and networking through SAPOA 

 ~ 456 employees trained (236 – black; 220 – 
white; 235 – male; 221 – female) with nine 
temporary employees

 ~ R6.1 million (including operational costs) 
invested in learning and development activities 
with direct expenditure of R2.1 million spent 
on black employees and R1.4 million spent on 
white employees

 ~ Accreditation compliance of designated 
managers and employees with the EAAB 
education regulations

 ~ Executive coaching for senior management 
 ~ Sixteen staff members undertook formal 
education in undergraduate and post-graduate 
qualifications

 ~ Trained managers and employees on effective 
performance reviews and conversations 

 ~ Enhanced our performance management 
system by introducing the following 
functionality:

 − Training module to request and approve 
training

 − Capability for employees to edit their key 
performance indicators and objectives

 − Ability to review historical training for 
development purposes

 ~ Engaged 657 staff members in a change agility 
and team effectiveness process that included 
redefining our new values

 ~ New values launched and integrated into 
Performance Management System to assess 
behavioural competencies 

 ~ Internship and graduate programme launched 
with two interns and three graduates

 ~ Attrition levels at 8.4%. This is due to the 
staff turnover during the integration of former 
Acucap staff

To drive and build 
our employee value 
proposition and brand

 ~ Maintain a strong presence at top 
universities

 ~ Participate in Key Employer Branding 
initiatives; Deloitte Best Company to Work 
for and Top Employer 

 ~ Produce Total Rewards Statements for all 
staff “articulating full investment in staff” 

 ~ Attended the following career fairs: Wits 
Business School, University of Cape Town and 
Wits University

 ~ Participation deferred to the new financial year 
as we targeted to integrate newly acquired 
staff, and revisit our culture and values

 ~ Total Rewards Statement issued for all staff 
members in May 2016 
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Group Services continued

Service review

Division Objectives Key performance indicators Highlights for FY16

Information 
technology (IT)

To support the South 
African sectors of the 
businesses across all 
geographic regions by 
providing information 
technology services and 
support

 ~ Effective use of outsourced operations and 
internal focus on enhancing IT values to 
the business

 ~ Optimising performance of the IT 
infrastructure and the deployment of 
human resources

 ~ Identifying, assessing, mitigating and 
monitoring of IT risks

 ~ Securing the IT environment and reducing 
vulnerabilities impacting operations and 
the business 

 ~ Compliance with King III IT governance 
principles and review looking forward to 
King IV

 ~ Successful disaster recovery testing
 ~ IT spend vs budget
 ~ IT strategy

 ~ Additional implementation of cloud-based 
hosted IP telephony systems

 ~ Continued optimisation of Wide Area Network 
(WAN) infrastructure for retail centres

 ~ Deployment of CRM solution for the 
office sector and corporate marketing and 
communication division

 ~ Continued upgrade of Microsoft infrastructure 
for measurement and monitoring of 
performance

 ~ Efficient use of IT resources using cloud-based 
infrastructure as a service

 ~ Developing retail turnover business intelligence 
portal

 ~ Developing a vacancy application
 ~ Deploying standardised sectoral monthly 
reporting pack

 ~ Integrating Acucap and Sycom property 
management system onto one platform

 ~ Initiated a process to review IT strategies
Legal To support the South 

African sectors of the 
businesses across all 
geographic regions, 
as well as the Group 
Services divisions, by 
providing legal services 
and support

 ~ Implement standard documentation within 
the business to identify, monitor and 
manage risk

 ~ Implement and improve procedures to 
ensure compliance with legislation

 ~ Provide solutions to legal challenges which 
are practical, innovative and enhance 
business

 ~ Monitor ongoing projects/transactions to 
ensure risks are managed, deadlines are 
met and costs reduced

 ~ Keep employees abreast of new legislation 
and amendments to existing legislation

 ~ Employees are regularly trained and 
assisted with respect to legal aspects of 
day-to-day business

 ~ Restructuring of Legal Department to ensure 
streamlining of activities to achieve optimum 
efficiency

 ~ Efficient use of IT resources with respect to Title 
Deed management thereby allowing all staff 
access to these documents at all times

 ~ Implementing a new safekeeping system for 
original documentation to minimise the risk 
of loss

 ~ Initiating and collaborating with respect to the 
social media policy

 ~ Assisting in the successful implementation of 
the Sycom transactions, including ensuring the 
conditions imposed by financial institutions 
are met

 ~ Commencing a review of the procedures within 
the company with respect to the Occupational 
Health and Safety Act
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Service review

Division Objectives Key performance indicators Highlights for FY16

Investor relations  ~ Creating awareness 
and understanding of 
Growthpoint among 
the investment 
community, to 
enable Growthpoint 
to gain access to 
capital, achieve 
liquidity and a fair 
valuation of its 
shares

 ~ Ensuring 
Growthpoint’s 
investment story 
and strategy is 
convincing and 
consistent over the 
long term

 ~ Attracting a 
diversified 
shareholder base in 
terms of investor 
type, investment 
style and geography

 ~ Further geographical diversification of the 
shareholder base

 ~ Attraction of large prestigious international 
investors to the shareholder register 

 ~ Implementation of a formal investor 
relations strategy 

 ~ Pro-active approach to investor relations - 
calendar to be planned a year ahead

 ~ Disclosure policy
 ~ Analysis and understanding of our 
shareholder base

 ~ Targeting of specifically identified investors
 ~ Upgrading of investor relations section of 
the website

 ~ Appointment and management of service 
providers for the results cycle

 ~ Increased exposure to foreign investors through 
non-deal roadshows in the USA (New York and 
Chicago) and the UK (London and Edinburgh)

 ~ Disclosure policy adopted
 ~ Showcasing of properties across sectors 
through seven site visits

 ~ Introduction of pre-close calls
 ~ Over 40 one-on-one investor meetings outside 
of conferences

 ~ Attendance at two local and two international 
investor conferences

 ~ Coverage on the sector and Growthpoint 
initiated by prestigious global property 
investors
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Nurture it. Value it.  
This is what it takes to create growth  

for all our stakeholders and the  
communities around us.  

Respect the people and the process.  
Focus on the details. Make it yours. 

Own it

VALUE 5

Governance and  
risk management

Governance and risk management

108 Corporate social responsibility

113 Corporate governance

124 Risk management and internal audit

132 Abbreviations

IBC Contact details
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Corporate social
responsibility 

Shawn Theunissen  
Head of Corporate Social Responsibility

Our approach to monitoring and evaluation is to drive accountability for our social investments. 
We promote collaboration among our beneficiaries to enable greater impact.

Community needs 
and asset  
analysis Problem 

statement 
identification 

Research and 
intervention 
development 
(programme 

design)

Partner  
organisation 
negotiation 

MOU 
initiation and 

monitoring 
and evaluation 

framework 
agreement

Project timelines  
and performance  

indicators

Monitoring and 
evaluation and 
social impact 

reporting

Sustainability 
review and exit 

strategy

Our social impact model of engagement

FY16 spend 
In FY16, we received added support from the business for CSI 
initiatives and increased our CSI spend substantially. Our total 
spend increased to R21.8 million in FY16 from R15.1 million in 
FY15. This included additional support of R2.5 million from other 
business sectors within Growthpoint. This is 5.8 times more than 
the industry requirement for CSI spend as a target of RSA’s NPAT. 

Our business has a significant responsibility towards society. Our 
stakeholder engagement, including youth in local communities, 
staff, clients, suppliers and government, helps to embed social 
responsibility in our day-to-day activities. The initiatives that create 
value in our social responsibility include corporate social investments, 
enterprise development and transformation compliance. We 
intentionally work with historically disadvantaged and marginalised 
people to create opportunities that enable communities to thrive. 
As part of our values, we believe the ‘power of us’ will elevate our 
impact as we strive for collaboration.

Our focus in FY16 was on reviewing our social responsibility model 
and consolidating social investments for impact reporting purposes.  
Social impact is a non-linear process and doesn’t take place 
over a short period of time, and so our approach to meaningful 
impact will be evident over several years. Over the past five years, 
Growthpoint has invested R71.4 million in developing communities 
through strategic programmes. We directed our investments to 
entrepreneurial development, education, social infrastructure and 
skills development. 
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We focused on supporting thriving and sustainable communities 
in our three pillars of investment: education, social infrastructure 
and enterprise and supplier development. Our initiatives reached 
nearly 60 000 beneficiaries. 

Third-party assessments show the social impact of our CSI portfolio 
was focused in certain areas and needs to be more measurable. The 
review of our CSI portfolio revealed that although rental subsidies 
provide a means for supported NGOs to scale their organisation, 
they don’t necessarily have a direct result on the impact these 
organisations have. So, going forward, rental subsidies will form part 
of the inputs for our theory of change within our education focus. 

Social investment outcomes 
FY16 offered opportunities for us to strengthen our support in the 
specified pillars of investment. Now we can have a strategic response 
to identified social challenges and have a meaningful impact.   

Education 
Education remains a priority in South Africa’s development journey. 
Growthpoint takes a longitudinal approach to providing access to 
quality education. While our programmes are not facilitated across 
all geographic areas, they provide touchpoints to improve standards 
within the areas that we operate. We work closely with NGOs that 
have the expertise in the targeted area of development within the 
education value chain. Our long-term impact objective is to improve 
educational outcomes and create a more inclusive society. 

Education: 37%
Enterprise and supplier development: 47%
Social infrastructure: 8%
Support cost: 8%

FY16 split per social investment category

CSI spend in FY16

Value created 
The RSA business sectors invested additional funding of 
over R2.5 million for community development initiatives.  
The highest recorded investment was from the industrial 
sector’s Operation Millionaire where five charities benefited 
from the generosity of Jones Lang LaSalle and received 
donations to the value of R1 million.

Our focus on early childhood development (ECD) involves the 
readiness of ECD centres to become sustainable by providing 
resources and practitioner training. Improving literacy is the core 
focus of our primary school level initiatives that target both teacher 
development and learner academic performance. At secondary level, 

we empower teachers by supporting internship programmes that 
provide much-needed leadership development and enable teacher 
advancement. Our tertiary and skills development initiatives have the 
deliberate intent to increase employability and reach target groups 
so they can engage in meaningful and productive activities after our 
interventions.

Growthpoint’s value chain for 
education

Infrastructure
development

Skills development

Rental
subsidies

Tertiary

Grants

SecondaryPrimaryECD

Educational
value chain

In
pu

ts

Growthpoint’s value chain for education
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Corporate social responsibility continued

Started in 2009, Growsmart is Growthpoint’s flagship literacy 
programme that combines the resources of six shopping centres 
and the Western Cape Department of Education (WCDE). It targets 
underperforming schools to perform in a spelling bee competition. 
By working closely with teachers and learners in grades four to six in 
160 schools, the programme allows about 56 000 children to receive 
a curriculum-aligned newspaper as part of the intervention tool. 
The programme has been independently assessed and is recorded to 
offer an effective engagement platform for both learners and teachers. 
The participating learners receive educational bursaries towards their 
studies with the opportunity to enrol at high-performing private 
schools. The top three winning schools receive an investment towards 
much-needed social infrastructure development or an iPad Learning 
Lab for the first prize. The Learning Lab facilitates iPad teacher training 
and integrates iPads into the curriculum by focusing on foundation 
phase numeracy and literacy and junior mathematics and English. 

We are pleased to report that the first school to receive its iPad 
Learning Lab, Primrose Park Primary, has recorded an increase in the 

academic performance of the learners exposed to the programme. 
Learners who were in grade six but had a grade three reading level 
reduced by 37.5% within the first six months of the programme. By 
the end of the first year, the results also showed a better understanding 
of and ability to work with numbers. The overall average mark 
increased from 55% to 61%, with fewer children achieving below 
50%.  We look forward to reporting on the results of the 2015 winner,  
Vanguard Primary School, next year. 

Other programme highlights:
 ~ We are proud of Onwa Khonzani, a Growsmart finalist from 
St Mary’s Primary in Gardens, who made it through the 
provincial competition and represented the Western Cape at the 
National Spelling Bee.  Onwa did very well and came fourth in 
the competition

 ~ Eight children were awarded scholarships to high- 
performing schools 

 ~ Vanguard Primary has improved in its overall literacy scores and, 
as a result, has been exempted from the competition as regulated 
by the WCDE

Social investment indicators for the educational value chain

Level of indicator Early childhood development Primary Secondary Tertiary Skills development

Programme/beneficiary Stop Hunger, Loaves and Fishes, 
Education Africa, Asha Trust, 
Scatterlings, Cotlands

Growsmart, Molteno, iSchool 
Africa, Pretoria School,  Unity 
College 

Thandulwazi Maths and Science 
Academy, Go for Gold, Sparrow 
School, Field Band Foundation, 
Genesis Trust, ASE, Tomorrow  
Trust

Growthpoint bursary  
programme, SAPOA bursary 
programme

Association for the Physically 
Disabled, Learn to Earn, YouthZones

Input indicator

Amount disbursed to grantee in  
the form of grants, rental subsidy 
or infrastructural development

R1.5 million R3.7 million R1.8 million R0.5 million R0.5 million

Output indicator

Number of individuals benefiting 1 646 56 538 966 7 70

Growsmart impact 

Learners indicated that parents were not able to afford their tertiary 
education. The Growsmart programme has facilitated the life-changing 
opportunity for them to make this possible

The competition has encouraged the parents of the children competing 
to be more engaged in their children’s education

Although not precisely measured, the programme has a largely indirect 
benefit for the promotion of the shopping centres that sponsor the 
competition

School and community level

Business

Beneficiary level
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Enterprise development
As Growthpoint’s enterprise and supplier development initiative, 
Property Point builds on our commitment to job creation and 
empowerment.

FY16 saw Property Point continue its incubation of 34 businesses 
including 17 new businesses on the programmes for enterprise 
development and supplier development. We partnered with them to: 

 ~ Increase access to market opportunities and access to funding 
for growth

 ~ Build and develop entrepreneurs’ skill-sets and business acumen
 ~ Improve levels of compliance and enterprise governance
 ~ Increase profit margins and build sustainability 

Growthpoint continued its mutually favourable partnership with 
Attacq as a funding partner for Property Point. 

During FY16 the programme achieved:

Social capital
 ~ 2 360 hours of 
mentoring, coaching 
and training provided 
to SMEs

Human capital
 ~ 256 full-time equivalent 
jobs created 

Financial capital
 ~ R224 million revenue 
realised by SMEs

 ~ R145 million worth 
of contracts accessed 
through Growthpoint
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Growthpoint spend (FY09 – FY16) 
on Property Point beneficiaries
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Value created
Pretoria School for Cerebral Palsied Learners and Unity College 
needed specialised renovations and facilities to empower 
the teachers who work with learners living with disabilities. 
We  worked with our suppliers to provide the resources 
and support needed for the projects. This resulted in 11 of 
our enterprise development beneficiaries investing nearly  
R500 000 in the renovations. 

Other programme highlights are:
 ~ Property Point won the Mail & Guardian Investing in the Future 
and Drivers for Change Award in the category of job creation 
through enterprise and supplier development

 ~ Despite the difficult market conditions, 85% of SMEs on our 
programme realised an increase in revenue with an average of 
43.6% after the first year of engagement 

 ~ 434 people engaged in our ‘To the Point’ sessions as part of an 
information sharing platform designed for all entrepreneurs

 ~ We launched our KwaZulu-Natal supplier development 
programme

Growthpoint continues to support black-owned SMEs as seen in the 
63% year-on-year increase in the value of contracts accessed. The 
increase in contract values accessed was largely due to contractual 
escalations and allocating more contracts. 

Besides the investment in Property Point beneficiaries, Growthpoint’s 
preferential procurement spend with all B-BBEE compliant suppliers 
for FY16 was over R3.4 billion. 
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Corporate social responsibility continued

Social infrastructure
We believe that providing safe and productive spaces can promote 
healthy livelihoods. This drives us to develop spaces that enable 
communities to succeed. Our social responsibility through property 
development promotes community asset ownership for historically 
marginalised people to help them in ways that facilitate sustainable 
living. This year, we supported the Free Market Foundation, Pretoria 
School for Cerebral Palsied Learners, Unity College and the Genesis 
Trust. This support advanced infrastructural resources for community 
development across our three operational regions. 

Staff engagement 
Our staff are empowered to enrich the lives of communities around 
them. To demonstrate this commitment to volunteerism, each 
staff member is allocated eight hours each year for community 
engagement. The staff volunteerism programme called G² (also known 
as Growthpoint Gives), is an action-oriented initiative that allows staff 
to participate in various organised projects.  As part of our actions 
for greater good in the community, Growthpoint has committed  
6 700 hours of volunteerism. Staff community engagement has 
increased by 96.4% since our 2014 baseline assessment.  

Element Maximum points Previous score FY16 score Value change

Ownership 20 20.08 19.06 (1.02)
Management control 10 4.13 4.17 0.04
Employment equity 15 5.72 4.95 (0.77)
Skills development 15 12.03 9.90 (2.13)
Preferential procurement 20 16.57 17.34 0.77
Enterprise development 10 10 10 –
Socioeconomic development 2 2 2 –
Economic development 15 9.77 9.75 (0.02)
Level – 3 4 1

Transformation compliance 
Growthpoint aligns all its broad-based black economic empowerment 
reporting to the Property Sector Transformation Charter. This year the 
business achieved a level four rating on the scorecard.

We have consistently received maximum scores for socioeconomic 
development and enterprise development, and improved our score in 
preferential procurement. Our employment equity score was impacted 
by Growthpoint’s recent acquisitions. Growthpoint has experienced 
considerable growth and, as a result, our skills development training 
programme also needs to expand and evolve. With the successful 
integration of new staff members in FY16, we now have a better 
understanding of the scope required for this programme. We aim to 
grow our skills training accordingly in future. Growthpoint recognises 
the challenges presented in the proposed revised Property Sector 
Transformation and is mitigating the possible risks. 

Value created
Our B-BBEE procurement spend from all suppliers based 
on B-BBEE procurement recognition level far exceeds the 
targeted level. We achieved 92% for our total measured spend 
with compliant suppliers.

Future focus
Our CSR focus for the next financial year is collaborating with 
organisations that have similar objectives in our targeted areas of 
social impact. We will drive accountability through our rigorous 
monitoring and evaluation framework and build capacities within 
our partner organisations to promote responsible social investment. 

The Growsmart programme has evolved to include a story writing 
competition and will launch a maths and science component next 
year. Our commitment to improving educational outcomes will 
be extended to our staff members’ children. We look forward to 
launching Growthpoint Gems, an educational bursary programme for 
the children of our staff from grade four up to tertiary level. We have 
allocated R1.4 million for these bursaries.  
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Corporate
governance 

The Board is guided in all matters by the Board Charter which sets out its responsibility.

Roland Krabbenhöft  
Company Secretary

Philosophy
Governance at Growthpoint meets with or exceeds the provisions and principles of the King III Report and Code, which are also followed for 
purposes of annual reporting. In addition thereto, certain meritorious governance criteria advocated by institutional investors are also considered 
and applied. These include the Code for Responsible Investment in South Africa (CRISA).

As part of Growthpoint and the Board’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 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.

The company has remained compliant with the Companies Act 2008, as amended (the Act). The Board Charter as well as the Terms of Reference 
of Board committees are aligned with the provisions of the Act, as are Growthpoint’s own statutes and those of its subsidiaries.
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2016 corporate governance assessment
The company has completed its annual governance self-assessment by applying an accredited governance assessment tool, with a very 
satisfactory outcome (overall rating: AAA – highest accreditation), as reflected in the table below:

King III governance register at 30 June 2016

AAA
Highest 
application

AA
High 
application

BB
Notable 
application

B
Moderate 
application

C
Application to 
be improved

L
Low 
application

Growthpoint Properties Limited – 1987/004988/06

IoDSA 
GAI 

score

Applied/ 
partially 
applied/ 

not applied

+ Chapter 1: Ethical leadership and corporate citizenship AAA Applied

+ Chapter 2: Boards and directors AAA Applied

+ Chapter 3: Audit committees AAA Applied

+ Chapter 4: The governance of risk AAA Applied

+ Chapter 5: The governance of information technology AAA Applied

+ Chapter 6: Compliance with laws, rules, codes and standards AAA Applied

+ Chapter 7: Internal audit AAA Applied

+ Chapter 8: Governing stakeholder relationships AAA Applied

+ Chapter 9: Integrated reporting and disclosure AAA Applied

Overall score AAA

Growthpoint Properties Limited – 1987/004988/06

Fully
complied/

review

+ JSE Corporate Governance Listings Requirements Fully complied

Corporate governance continued
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Governance element 1. Ethical leadership and corporate citizenship

Brief summary of the application of King III principles

The Board:
 ~ provides effective supervision and leadership based on ethical imperatives
 ~ directs strategy and operations for sustainable business
 ~ annually reviews 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 effective corporate social responsibility, green initiatives and programmes dealing with 
environmental sustainability

 ~ monitors ethical risks and opportunities

Governance element 2. Boards and directors

Brief summary of the application of King III principles

The Board:
 ~ ensures that it acts in the best interests of the company
 ~ acts as the focal point for, and custodian of, corporate governance and the governance of risk including information technology risk
 ~ recognises that strategy, risk, performance and sustainability are inseparable
 ~ endeavours to ensure that the Audit Committee and the internal audit function remain effective and independent
 ~ ensures that Growthpoint complies with applicable laws and considers adherence to non-binding rules, codes and standards
 ~ ensures that the roles of Board Chairman and the company’s Chief Executive Officer are separated
 ~ maintains a balance of power, with a majority of independent non-executive directors
 ~ ensures the Chairman is an independent, non-executive director whose role is defined in the Chairman’s Charter
 ~ annually elects the Chairmen of the Board and committees (save for the Audit Committee whose members and Chairman are elected at AGMs) 
 ~ appoints the Chief Executive Officer
 ~ includes a Financial Director in an executive capacity, in accordance with the JSE Listings Requirements
 ~ implements and periodically reviews an effective succession plan for senior management via the Remuneration Committee, which process is 
monitored by the Risk Management Committee

 ~ works within an established framework for effective and controlled delegation of authority
 ~ appoints directors by involving the whole Board, on recommendation of the Nomination Committee, through a formal process governed by the 
Nomination Committee’s Terms of Reference and by the company’s MOI (the removal of a director without shareholder approval, in terms of 
section 71(3) of the Act, is incorporated into the company’s MOI)

 ~ ensures bespoke induction and development of new directors
 ~ 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 completed by the Board in July 2016)

 ~ 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

 ~ annually assesses and has, during May to July 2016, assessed the independence (or not) of every non-executive director including those with 
tenures exceeding nine years

 ~ delegates to well-structured, appropriately constituted committees without abdicating its own responsibilities
 ~ applies the governance framework to Group subsidiaries and their Boards
 ~ ensures, on 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 fully and individually 
 ~ obtains approval from the shareholders at each AGM for non-executive directors’ fees in respect of the ensuing financial year 
 ~ seeks approval by shareholders at the AGM of Growthpoint’s remuneration policy (currently a non-binding vote in South Africa)

Governance element 3. Audit committees

Brief summary of the application of King III principles

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 and 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 risk as it relates to financial reporting, and IT risk 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
 ~ annually assesses its effectiveness as a committee
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Corporate governance continued

Governance element 4. The governance of risk

Brief summary of the application of King III principles

The Board is responsible for the governance of risk, which it manages through an independent Risk Management Committee. This committee also 
monitors the company’s compliance with the qualifying REIT criteria laid down by the JSE Listings Requirements (section 13), which it may delegate 
to the Audit Committee. The governance of risk is covered later in this report

Governance element 5. The governance of information technology (IT) financial reporting risk  
via the Audit Committee

Brief summary of the application of King III principles

 ~ The Board is responsible for the governance of IT risk via the Risk Management Committee, and in respect of financial reporting risk, under the 
auspices of the Financial Director, via the Audit Committee

 ~ The Chief Information Officer, who attends the Risk Management Committee meeting and is an Exco member, is responsible for the IT governance 
framework

 ~ The external auditors periodically assess IT governance against King III
 ~ 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 efficiently
 ~ IT forms an integral part of the company’s risk management and IT internal audits are performed periodically by qualified and experienced outside 
parties

Governance element 6. Compliance with laws, rules, codes and standards

Brief summary of the application of King III principles

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

Governance element 7. Internal audit

Brief summary of the application of King III principles

 ~ 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 and on internal audits or reviews

 ~ Internal audit is strategically positioned to achieve its goals
 ~ The internal audit function is appropriately resourced for the complexity and volume of work required

Governance element 8. Governing stakeholder relationships and dispute resolution

Brief summary of the application of King III principles

 ~ The company has an Investor Relations Officer and formal investor relations policy
 ~ 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 would rely on the Association of Arbitrators of SA. Employees involved in any 
such process will be assisted by the company’s legal advisers

 ~ Communication processes and policy for interaction with the media and stakeholders are ultimately approved by the Board

Governance element 9. Integrated reporting and disclosure

Brief summary of the application of King III principles

 ~ The Board is responsible for the integrity of the company’s integrated annual 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 reporting by the Integrated Reporting Committee (IRC) of 
South Africa, is assessed internally and externally

The full register of the company’s application of the King III principles can be found on the company’s website.
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The Board of Directors
During the year under review and as at the date of issue of this 
report, Growthpoint had a unitary Board comprising 13 directors 
in total: three executive directors and 10 non-executive directors, 
eight of whom are and were throughout the past financial year, 
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 shares in issue on 30 June
2016 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 the 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.

The King III Report recommends that the independence of non-executive directors serving more than nine years be assessed. The Board has, 
during May to July 2016, reviewed the status of all of the non-executive directors, in terms of the JSE-applied definition of independence as 
contained in the King III Report, including the following directors with tenures exceeding nine years who have been assessed as indicated below:
 

Name of director Year of appointment Number of years in service Status

MG Diliza* 2001 15 years Not independent

PH Fechter 2003 13 years Independent

JC Hayward 2001 15 years Independent

HS Herman 1995 21 years Independent

JF Marais 2003 13 years Independent

R Moonsamy 2005 11 years Independent

FJ Visser 2001 15 years Independent

* BEE partnership

Growthpoint Properties Australia Limited (GOZ)
GOZ reports to Growthpoint’s Risk Management Committee 
annually 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

Re-election of directors and new appointments
Directors who retire by rotation or otherwise at AGMs 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 AGM 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.

Appointments of new directors are handled by the full Board on 
the recommendation of the Nomination Committee. 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 at the 
appointed Board meeting.
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Corporate governance continued

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, 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 or 
related-party positions exist or could arise.

Details of attendance at Board and committee meetings in FY16 are 
set out below. Board members are encouraged to serve on at least 
two Board committees.

Five scheduled Board meetings were held during FY16. In all cases 
in FY16 where directors or committee members were unable to 
attend a meeting, the Board or respective committee accepted their 
substantiated leave of absence.

Attendance at meetings

Director Board Audit
Risk 

Management Property

Social, 
Ethics and

 Transformation Remuneration

Nomination 
(no meetings

 in FY16)

JF Marais 5/5 1/5* 3/4* 4/4

EK de Klerk 4/5 4/5 3/4 3/4 3/4

MG Diliza 4/5 4/4 4/4

PH Fechter 5/5 4/5 4/4

LA Finlay 3/5 4/5 3/4

JC Hayward 5/5 5/5 4/4

HS Herman 5/5 4/4 4/4

HSP Mashaba** 3/3 2/2

SP Mngconkola 5/5 4/4 4/4

R Moonsamy 3/5 4/4 4/4

NBP Nkabinde 5/5 4/4 4/4

LN Sasse 5/5 1/5* 4/4 4/4 4/4

FJ Visser 5/5 4/4 4/4

G Völkel 5/5 5/5 4/4 4/4 4/4

*By invitation
** Resigned 27 January 2016

Dealings in the company’s shares
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, directors of major subsidiaries and certain other 
members of senior management.

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 (Remco), and subsequent approval by 
the Board of the proposed fees to be submitted for approval at 
the AGM. The fees for FY16 were approved at the AGM held on 
17 November 2015.

The most recent review on non-executive directors’ remuneration 
included benchmarking by professional consultants. The Remco 
proposals for FY17 were approved by the Board on 31 August 2016. 
These recommendations will be presented at the AGM to be held on 
15 November 2016.  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 the key matters section 
of this report.
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Directors’ remuneration is disclosed in the AFS in line with JSE 
Listings Requirements. The key performance areas by which 
executive directors and management are measured are also 
described in the remuneration report.
 
The Chairman
The roles of the Chairman and CEO are separate and they 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 Remco, 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) 
periodically 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, the Board adopts an inclusive approach to governance.

In July/August 2016, the Board, along with the Audit, Property, Risk 
Management and Social, Ethics and Transformation Committees, 
conducted a formal self-assessment process. The overall outcome 
was positive, and feedback was provided to the Board and the 
respective committees at meetings held in August 2016.

The Company Secretary
The Company Secretary, Mr RA Krabbenhöft, was formally evaluated 
by the directors in June/July 2016 and has been found to be 
suitably competent, experienced and qualified for his position. The 
evaluation followed the format 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 JSE-listed companies since 1987. He is not a director 
of the company but a full-time employee and maintains an arm’s 
length relationship with the Board and the directors of the company.

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. 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 Growthpoint commits itself to ensure, as far as it 
lies within its power to do so, that the company and its agents 
conduct the business according to the highest ethical standard 
and, in particular:

 ~ comply with all laws of the country that affect the company
 ~ comply with the rules of JSE Limited
 ~ will 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

 ~ will not trade in competition with the company
 ~ will 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 or Exco and abstain from 
participating in any discussion or voting on the matter, unless 
the Board or Exco consent thereto
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Corporate governance continued

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

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. The Group has in place a formal mandatory authorisation 
process for dealings in the company’s shares, formal procedure for 
both acceptance and granting of gifts and inducements, disclosure 
of conflicts of interest, as well as formal levels of authority and 
delegated signing authorities for business transactions.

During FY16, 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 (IT), is provided in-house by the Head of 
Internal Audit and Risk Management. Its scope includes:

 ~ meeting with the Audit Committee to agree on an annual 
internal 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 audit’s work

 ~ 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 and Risk 
Management Committee meetings and have unrestricted access to 
the Chairmen of both committees.

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, 
relevant extracts of which are included in this report. The Terms of 
Reference of every Board committee are periodically reviewed and 
are aligned, to the extent possible, 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. 

To promote sound corporate governance and optimise the sharing 
of information, the executive directors and other senior executives 
are present at selected Board committee meetings, by standing 
invitation. The Company Secretary attends all Board committee 
meetings.

Chairmen’s Committee
A Chairmen’s Committee comprising the Board’s Chairman (as 
Committee Chairman) and the Chairmen of the Board’s committees 
meets on an ad hoc basis and serves as a forum for:

 ~ Chairmen of the committees to raise matters which they or their 
committees feel need to be raised with the Board
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 ~ executive directors to raise matters or emerging issues
 ~ discussion of aspects of governance that might require attention 
from time to time

 
The committee will also consider appropriate and effective 
approaches to matters, which will enable the Board’s Chairman to 
take guidance from senior directors.

Audit Committee
The Audit Committee comprises three independent non-executive 
directors, including the Chairman of the Risk Management 
Committee. The Managing Director, Financial Director, external 
auditor, Financial Manager and Head of Internal Audit and Risk 
Management are present at meetings, by standing invitation.

The committee maintains an effective working relationship with 
the Board, management and other Board committees, notably 
the Risk Management Committee, whose minutes are noted at 
Audit Committee meetings. This ensures that risk management 
controls and the status of specific risk issues dealt with by the Risk 
Management Committee are noted.

The committee has five scheduled meetings a year with one 
meeting dedicated to the review of the company’s 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 reviews and sets the external auditor’s fees for 
annual audits.

The committee is satisfied that the external auditor is independent 
and that the FY16 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 four independent non-
executive directors, including one member of the Audit Committee. 
The CEO, Financial Director, Corporate Treasurer, 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 four 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, Managing Director, Financial Director, Fund Directors and 
the Valuer are present at meetings, by standing invitation.
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Corporate governance continued

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 bi-annual property valuations prior 
to their submission to the Board and Audit Committee

 ~ periodically review and assess the company’s approach to 
investment in physical property assets and letting enterprises

Remuneration Committee
The Remuneration Committee consists of the Board’s Chairman 
and two independent non-executive directors. The CEO, Managing 
Director and the Head of Human Resources 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

 ~ remuneration for executive directors, senior management and 
staff (including incentives, grants and other benefits) is set in 
order to attract and retain people of the required calibre

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 taking into account relevant 
benchmarking

 ~ periodically reviews the terms and conditions of executive 
directors’ service agreements

 ~ determines criteria for measuring the performance of executive 
directors and linking it to remuneration

 ~ approves proposed allocations to eligible participants in the 
company’s Staff Incentive Scheme

 ~ establishes remuneration credibility with shareholders and other 
stakeholders

 ~ makes recommendations to the Board regarding the 
remuneration of non-executive directors, which is periodically 
benchmarked

 ~ 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

 ~ reviews and approves the succession plan for executive 
management, which activity is monitored by the Risk 
Management Committee

Nomination Committee
The Nomination Committee consists of the members of the 
Chairmen’s Committee and is chaired by the Board’s Chairman.

The committee meets on an ad hoc basis and 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, after identifying and screening 
candidates for Board approval and appointment

 ~ reviewing, and making recommendations on, the Board’s 
structure, size, and the balance between executive and non-
executive directors

 ~ succession planning for the Chairman

Social, Ethics and Transformation Committee
This committee’s scope includes the statutory duties of a social and 
ethics committee in accordance with the Act.

The committee comprises five non-executive directors. The 
Managing 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 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 B-BBEE equity ownership arrangements, funding 
structures and, from time to time, potential new B-BBEE equity 
ownership participants

 ~ corporate social responsibility initiatives and investment and 
respective annual budgets

 ~ the company’s preferential procurement spend
 ~ property sector transformation charter compliance
 ~ employment equity
 ~ periodic reviews of Growthpoint’s transformation philosophy 
and strategy

 ~ environmental, social and governance matters, including carbon 
emissions and climate change
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Executive Management Committee (Exco)
Exco comprises the executive directors, fund directors, Deal 
Manager, Head of Human Resources, Head of Marketing, the heads 
of the company’s regional offices, the Chief Information Officer, the 
Corporate Treasurer, the Head of Corporate Social Responsibility and 
the Head of Investor Relations. The CEO chairs the committee and 
the Company Secretary and Assistant Company Secretary attend all 
meetings. The committee meets monthly and reviews operations, 
quarterly results (actual versus budget and projections), company 
policy and strategic issues. A sub-committee of Exco (Stratco) also 
reviews the Group’s strategy and strategic initiatives before these 
are submitted to the Board and its responsible 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.
 
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 company’s 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, SENS, the IAR and AFS
 ~ Presentations and roadshows 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

No requests for information in terms of the Promotion of Access 
to Information Act 2000 were received by Growthpoint during 
FY16. A detailed description of our stakeholder communication is 
available in the organisational overview section of this report.
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Risk management and  
internal audit 

Steffen Nizetich 
Head of Internal Audit and 
Risk Management

Risk 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 risk framework encompasses four distinct 
categories:

 ~ Strategic risk
 ~ Operations risk
 ~ Reporting risk
 ~ Compliance risk

Strategic risk
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).

Strategic, as well as operational risks, are identified annually by 
Growthpoint’s Chief Executive Officer in consultation with certain 
members of executive management.

Nonetheless, given that strategic risk assessment is an ongoing 
process throughout the financial year, the Risk Management 
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Committee is able to add additional risks, reassess existing risks, or 
remove risks as required.

A key outcome of this process is that an appropriate response is 
determined for each strategic risk.

The strategic risks identified for FY16 are reflected later in this 
section, as are management’s responses thereto.

Operations risk
The operational risks are identified in the same manner as the 
strategic risks. However, due to the nature of the operational risks, 
they are managed in a more intense manner.

The key operational risks identified are assessed in terms of their 
probability, as well as their impact on the organisation.
 
Strategies are pinpointed to mitigate the impact of the risks, if and 
when they arise. Risk management strategies focus on one of four 
approaches:

 ~ Control
 ~ Transfer
 ~ Tolerate
 ~ Terminate

Where management opts to control an operational risk, the relevant 
control is identified, as is the person accountable, the monitoring 
frequency and the key performance indicator.

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 and is accessible at numerous levels: from data on 
individual buildings, to sector business units, and sectors. This 
excludes the V&A Waterfront and GOZ, who each have their own 
risk management approach. 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.

Furthermore, internal audit assists management in assessing 
whether or not systems of internal control are adequate and 
effective.

The key operational risks identified for FY16 are reflected later in 
this section, as are the appropriate mitigation strategies and the 
relevant performance measures.

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 the external auditor to ensure the fair 
presentation of the financial information at a statutory reporting 
level. In addition, 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 are subject 
to review and assessment by internal audit.

Compliance risk
Primary legislation affecting Growthpoint is identified and 
documented by the company secretarial function in conjunction with 
the in-house legal team and external legal advisers. The purpose of 
the exercise is to determine responsibility for the legislation that 
impacts Growthpoint operations.

Where necessary, or if prescribed by legislation, compliance officers 
are 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 Risk Information Management 
System (RIMS), developed because of the property focus of the 
company’s operation. The software program encompasses the 
following legislation:

 ~ Building regulations
 ~ Occupational Health and Safety/ Compensation for Occupational 
Injuries and Diseases Acts

 ~ Fire compliance

Facilities personnel complete an electronic checklist for each 
building, each quarter. The results thereof can be analysed on a 
building, sector business unit, sector and/or geographic basis. This 
readily facilitates the identification of common issues that require 
management’s attention.

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 Department 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 and JSE Listings Requirements
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STRATEGIC RISKS
The Chief Executive Officer identified the following strategic risks that could inhibit Growthpoint from achieving its strategy and objectives:

Key risk identified Response to threat or opportunity Find out more

Downgrading of South Africa to “junk” status
 ~ The probable downgrading of South Africa’s 
credit rating to “junk” status will directly impact 
Growthpoint’s cost of funding, be it in the form of 
either debt or equity.

Locally, Growthpoint has diversified its sources of funding 
to include not only traditional bank debt, but also debt 
capital markets. Unsecured long-term funding from an 
institutional financier has also been utilised. The company 
continues to raise additional equity utilising the DRIP 
mechanism.

Page 36

The continuous weakening of the South African economy
 ~ The lack of growth in the economy has impacted 
the property fundamentals resulting in increasing 
vacancies which have impacted negatively on rental 
growth prospects. This has increased the risk of tenant 
failure, especially large corporate tenant failure.

Each property is reviewed annually as part of the 
budgeting process. The review includes an analysis of the 
property performance, node, vacancies, management 
intensity, energy and water efficiency, risks and 
opportunities. High-risk and non-core properties are 
identified and categorised to be sold. Development 
and redevelopment opportunities are identified and 
recommendations made to the Property Committee.

Page 36
Page 63

Deteriorating infrastructure and service delivery 
 ~ This results in the concomitant increase in costs 
associated with providing basic services to our 
property portfolio in the form of electricity, water 
and sanitation, with an increasing requirement for 
self-sufficiency which is independent of services 
provided by local councils or municipalities.

A number of initiatives have been undertaken to 
minimise the risks associated with failing infrastructure 
and poor services delivery. Such initiatives include, among 
others:

 ~ the acquisition of properties predominantly 
in metropolitan nodes where the provision of 
infrastructure and service delivery is more assured

 ~ the design of new and refurbished office buildings to 
achieve a minimum 4-Star Green Star rating from the 
GBCSA

 ~ investments in renewable energy projects.

Page 39

Ever-changing B-BBEE and Property Sector charter 
requirements and targets

 ~ Growthpoint’s ability to maintain an acceptable rating 
has a direct impact on its reputation. A below par 
rating could translate into increased financial risk such 
as its ability to attract tenants, particularly those who 
require a landlord with a rating that will maintain or 
improve their own rating. This is prevalent in those 
sectors of the market where occupancy costs account 
for a meaningful proportion of expenditure, such as 
financial, professional and consultancy services.

Growthpoint’s B-BBEE rating was analysed and actions 
initiated where required. The organisation was rated as a 
“Level Four (4) Contributor”, based on information for the 
financial year ended 30 June 2015. This rating will apply 
for a 12-month period ending 21 April 2017.

Page 112

Increasing trend of “inward listing” of foreign property 
companies

 ~ These companies’ impact on the liquidity in the equity 
markets for South African focused property companies 
as domestic asset and fund managers favour exposure 
to both non-South African and Rand denominated 
assets and liabilities. This dynamic will result in a 
smaller pool of funds for the more traditional South 
African focused property funds such as Growthpoint. 

Growthpoint continues to look for opportunities 
to further diversify its geographical contribution to 
distributable income. Australia remains a focus for 
Growthpoint. Outside of Australia we consider countries 
where we can acquire accretively. To this end, eastern 
Europe offers attractive propositions. Ideally, we would 
like to acquire a quality portfolio in an institutional 
market. Growthpoint also launched its Africa strategy 
together with Investec Asset Management and the IFC. 

Page 25
Page 65

Information technology (IT)
 ~ The rapidly changing local and global environment 
impacted by the “technological revolution” could result 
in technology initiated by a “disruptor” challenging 
our business model and/or the competitive advantage 
currently held by Growthpoint.

An initiative, headed by the Managing Director, has 
commenced to review Growthpoint’s IT strategy and 
IT governance framework. The primary purpose of the 
initiative is to ensure that the IT function is structured, 
resourced and governed in a manner that will enable it to 
respond to the needs of the organisation, as well as any 
external challenges.

Page 104

Risk management and internal audit continued
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Key risk identified Response to threat or opportunity Find out more

Terrorist-related activities
 ~ Growthpoint owns a number of high-profile shopping 
centres. Such properties that are readily accessible to 
the public and, in particular, foreign tourists are more 
prone to terrorist-related activities. 

Growthpoint engages external security specialists to 
safeguard the people that both occupy and frequent its 
properties. It has also implemented a crisis management 
plan that is unique to each property to facilitate an 
immediate response to any crisis that may arise at any 
one of its properties.

Page 124

Failure to implement strategy
 ~ Growthpoint has identified strategic thrusts and 
enablers which will facilitate it creating sustainable 
value. The non-achievement of some or all of these 
could damage the reputation of the organisation.

Each member of the Executive Committee has been 
tasked with the responsibility for a particular strategic 
thrust or enabler. Progress in this regard is reported and 
monitored at Executive Committee meetings.

Page 25

The loss of skills and “corporate memory”
 ~ The market remains extremely competitive, 
particularly at a very senior level. Furthermore, many 
managers explore the opportunity of either moving to 
Cape Town or emigrating.

The Remuneration Committee assesses 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 implemented so as to assist in the retention 
of personnel. An Executive Retention Scheme was 
also designed to retain executive directors and senior 
management over the longer term.

Page 45
Page 52
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OPERATIONAL RISKS
The key operational risks for the organisation were determined utilising the “REIT Risk Instrument” in combination with the operational risks 
identified by the Chief Executive Officer for FY:16. The “REIT Risk Instrument” is an internet-based software application that facilitates the 
assessment of risks specific to South African REITs. These risks have been compiled from the annual financial statements and integrated annual 
reports of REITs.

Key risk 
identified

Probable effects 
of risk

Inherent risk 
assessment

Response 
to risk

Residual risk 
assessment

Key performance 
indicator and 
performance

Find out 
more

Increased cost of 
debt

 ~ Volatility in 
distributions

 ~ Breaching of interest 
covenants

 ~ Impacts the required 
forward yield for 
the acquisition of 
properties

Likelihood:
Frequent
Impact:
Severe

Utilisation of interest 
rate swap contracts to 
ensure adherence to 
RSA policy of maintaining 
a minimum rolling 
12-month fixed to 
floating ratio on debt 
of 75%

Likelihood:
Frequent
Impact:
Medium

Proportion of 
fixed to floating 
borrowings 86.6% 
(FY15: 76.0%).

Page 38

Currency risk  ~ Volatility in 
distributions

 ~ Impairment of capital 
invested

Likelihood: 
Prevalent
Impact:
High

Utilisation of forward 
exchange contracts and 
cross currency interest 
rate swap contracts to 
ensure adherence to 
RSA policy of maintaining 
a minimum rolling 
hedge of:

 ~ 80% of AUD 
distributions due in 
six months

 ~ 60% of AUD 
distributions due in 
12 months

 ~ 30% of AUD 
distributions due in 
18 months

Likelihood:
Prevalent
Impact:
Medium

Foreign exchange 
contracts and 
cross currency 
interest rate swaps 
as a percentage 
of foreign 
distributions
89.9% – six 
months 
(FY15: 80.8%)
76.8% – 
12 months 
(FY15: 60.5%)
43.8% – 
18 months 
(FY15: 31.5%)

Page 38

Energy price risk  ~ Reduction in 
achievable gross 
rentals

 ~ Unaffordable 
occupancy costs for 
tenants resulting in 
increased vacancies 
and/or defaults

Likelihood: 
Almost certain
Impact:
Medium

 ~ Annual budgets are 
prepared and approved

 ~ Monitoring of 
performance against 
budget per building, 
strategic business unit, 
sector and at RSA 
operations (excluding 
the V&A Waterfront) 
level

Likelihood:
Almost certain
Impact:
Low

RSA property 
expense ratio 
(excluding the 
V&A) 24.5% 
(FY15: 24.0%)

Page 43

Increase in 
vacancies

 ~ Reduction in net 
property income

 ~ Additional costs 
incurred in filling 
vacancies

Likelihood:
Almost certain
Impact:
High

 ~ Upgrading, 
refurbishment and 
enhancement of 
properties

 ~ Tenant incentives
 ~ Broker incentives

Likelihood:
Moderate
Impact:
Medium

RSA vacancies
 ~ Retail: 2.6% 
(FY15: 3.3%)

 ~ Office: 7.8% 
(FY15: 8.0%)

 ~ Industrial: 6.0% 
(FY15: 5.3%)

Page 69
Page 76
Page 84
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Key risk 
identified

Probable effects 
of risk

Inherent risk 
assessment

Response 
to risk

Residual risk 
assessment

Key performance 
indicator and 
performance

Find out 
more

Increase in arrears  ~ Significant 
monies owing are 
irrecoverable

 ~ Increase in working 
capital requirements

Likelihood:
Moderate
Impact:
Medium

Credit risk management 
processes implemented 
and enforced

Likelihood:
Moderate
Impact:
Low

RSA arrears as 
a percentage of 
collectables

 ~ Retail: 9.8% 
(FY15: 10.2%)

 ~ Office: 3.7% 
(FY15: 5.0%)

 ~ Industrial: 7.3% 
(FY15: 6.5%)

Page 69
Page 76
Page 84

Margin pressure 
on net property 
income

 ~ Lower distributions Likelihood:
Moderate
Impact:
Medium

 ~ Annual budgets are 
prepared and approved

 ~ Monitoring of 
performance against 
budget per building, 
strategic business unit, 
sector and at RSA 
operations (excluding 
the V&A Waterfront) 
level

Likelihood:
Moderate
Impact:
Medium

RSA property 
expense ratio 
(excluding the 
V&A) 24.5% 
(FY15: 24.0%)

Page 30

Major tenant 
failure

 ~ Large vacancies that 
cannot readily be filled

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

 ~ Additional costs 
incurred in filling 
vacancies

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

Likelihood:
Moderate
Impact:
High

 ~ Tenant 
creditworthiness 
is assessed at the 
inception of a lease

 ~ Sector and 
geographically diverse 
portfolio of properties

Likelihood:
Moderate
Impact:
High

RSA Bad debts 
written off 
less recoveries 
R15.9 million 
(FY15:  
R15.1 million)

Page 69
Page 76
Page 84

Fraud  ~ Lower distribution 
income

 ~ Reputational damage.

Likelihood:
Almost certain
Impact:
Medium

 ~ Growthpoint has a 
crime and civil liability 
insurance policy which 
addresses fraud by 
both employees and 
others, as well as civil 
liability to third parties

 ~ Internal audit 
addresses all matters 
identified through the 
Tip-offs Anonymous 
Helpline

Likelihood:
Almost certain
Impact:
Negligible

RSA number 
and extent of 
fraud claims
Nil (FY15: Nil)

Page 131

Risk management and internal audit continued
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Internal audit
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 
responsibility 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 operations 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 operational 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
–  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 processes
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 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. 

Growthpoint’s policy is 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 which enables it to 
evaluate and improve the effectiveness of risk management, control and governance processes.

SCHEMATIC REPRESENTATION OF THE 
INTERNAL AUDIT PROCESS
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Abbreviations

ABET Adult basic education and training
Acucap Acucap Properties Limited
AdmedGap Hospitalisation Gap Cover
AFS Annual financial statements
AGM Annual general meeting
Alsi 40 JSE/Actuaries All Share Top 40 Companies Index
A-REIT Australian REIT
ASX Australian Stock Exchange
AUD Australian Dollar
B-BBEE Broad-based black economic empowerment
CAGR Compound annual growth rate
CCI FNB/BER Consumer Confidence Index
CDLI JSE100 Carbon Disclosure Leadership Index
CDP Carbon Disclosure Project
CEO Chief Executive Officer
CGU Cash-generating unit
CIPC Companies and Intellectual Property Commission
CO Carbon dioxide
Companies Act Companies Act 2008
COSO Committee of Sponsoring Organisations
CPLI JES 100 Carbon Performance Leadership Index
CRISA Code for Responsible Investment in South Africa
CSI Corporate social investment
CSR Corporate social responsibility
DJSI Dow Jones Sustainability World Index
DRIP Distribution re-investment plan
EAAB Estate Agency Affairs Board
EAP Growthpoint Employee Assistance Programme
EBP Existing Building Performance
ECD Early childhood development
EPRA European Public Real Estate Association
ERM Enterprise risk management
ERS Executive retention scheme 
ESG Environmental, social and governance
EUR Euro
Exco Executive Management Committee
FCTR Foreign currency translation reserve
FY Financial year
G2 Growthpoint gives
GAI Governance assessment instrument
GBCSA Green Building Council of South Africa
GCTC Guaranteed cost to company
GDP Gross domestic product
GEPF Government Employees Pension Fund
GLA Gross lettable area
GMF GPT Metropolitan Office Fund
GOZ Growthpoint Properties Australia
GRI Global Reporting Initiative
Growthpoint Growthpoint Properties Limited
GSIS Growthpoint Staff Incentive Scheme
IAR Integrated annual report
IAS Investment Analysts Society
IASB International Accounting Standards Board
IFRS International Financial Reporting Standards
IIRC International Integrated Reporting Council

Income Tax Act Income Tax Act, No 58 of 1962
IoD Institute of Directors
IT Information technology
JSE JSE Limited
JSE Listings 
Requirements

Listings Requirements of JSE Limited

JV Joint venture
King III King Report and Code of Governance for South 

Africa 2009
KPA Key performance area
KPI Key performance indicator
kWh Kilowatt hours
LTI Long-term incentive
LTV Loan to value ratio
MER Managed expense ratio
MOCAA Zeitz Museum of Contemporary Art Africa
MOI Memorandum of Incorporation
Moody’s Moody’s Investor Services
MSCI Morgan Stanley Capital International
NDR Non-distributable reserve
NGO Non-government organisation
NPI Net Property Income
OCI Other comprehensive income
pa Per annum
PIC Public Investment Corporation (SOC) Limited
PMS Performance Management System
PV Photovoltaic
RBA Reserve Bank Australia
REIT Real Estate Investment Trust
Remco Remuneration Committee
RFP Request for proposal
RSA Republic of South Africa
SA REIT South African Real Estate Investment Trust
SAPOA South African Property Owners Association
SENS Securities Exchange News Service
SESCF Stenham European Shopping Centre Fund
SME Small medium enterprises
SRI JSE Socially Responsible Investment Index
STI Short-term incentive
Sycom Sycom Property Fund
Tiber Tiber group of companies
TFR Total fixed remuneration
The Board The Board of Directors of Growthpoint Properties 

Limited
The company Growthpoint Properties Limited
The Group Growthpoint Properties Limited Group
VWAP Volume weighted average price
WALE Weighted average lease expiry
WAN Wide area network
WCDE Western Cape Department of Education
WTTC World Travel and Tourism Council
ZAR South African Rand
IAS Investment Analysts Society



BASTION GRAPHICS

JOHANNESBURG OFFICE
Physical address: The Place, 1 Sandton Drive, Sandton, 2196
Postal address: PO Box 78949, Sandton, 2146
Switchboard tel: +27 (0) 11 944 6000
General fax: +27 (0) 11 944 6005

DURBAN OFFICE
Physical address: 4th Floor, Lincoln On The Lake, 2 The High Street

Umhlanga Ridge, KwaZulu-Natal, 4319
Postal address: PO Box 1330, Umhlanga Rocks, 4320
Switchboard tel: +27 (0) 31 584 5100
General fax: +27 (0) 31 584 5110

CAPE TOWN OFFICE
Physical address: 2nd Floor, MontClare Place, Main Road, Claremont, 7700
Postal address: PO Box 44392, Claremont, 7735
Switchboard tel: +27 (0) 21 673 8400
General fax: +27 (0) 21 679 8405/06

GROWTHPOINT AUSTRALIA OFFICE
Physical address: Level 22, 357 Collins Street, Melbourne, VIC, Australia, 3000
Switchboard tel: +61 (0)3 8681 2900
General fax: +61 (0)3 8681 2910
Email: info@growthpoint.com.au

 twitter.com/growthpoint info@growthpoint.co.za

 facebook.com/growthpoint www.growthpoint.co.za
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Gauteng, 2196, South Africa

Tel: +27 (0) 11 944 6000, Fax: +27 (0) 11 944 6005

PO Box 78949, Sandton, 2146, South Africa

Docex: 48 Sandton Square

info@growthpoint.co.za

www.growthpoint.co.za
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