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Podium at Menlyn, Pretoria

Our top ten properties

2012 photo album
Wonderpark
Shopping Centre

RTT Solutions
ACSA Park

Quagga
Centre

Corobay
Corner

Randridge
Mall

Located in middle‑LSM
market of Akasia,
north‑west of Pretoria
between the Pretoria
CBD and Rosslyn/
Soshanguve

Located in Jet Park
adjacent to OR Tambo
International Airport
just off the N12 and R21

Located in Pretoria
West, within close
proximity to Church
Street and the Pretoria
CBD

Located in Menlyn,
Pretoria on the corner
of Dallas and Aramist
arterial roads

Located in Randpark
Ridge, just off Beyers
Naude Drive

Retail

Industrial

Retail

Office

Retail

Value at 30 June 2012:

Value at 30 June 2012:

Value at 30 June 2012:

Value at 30 June 2012:

Value at 30 June 2012:

R652,0 million

R383,0 million

R310,2 million

R289,7 million

R235,5 million

Size:

Size:

Size:

Size:

Size:

63 605m²

59 594m²

29 675m²

13 865m²

22 582m²

Number of tenants:

Number of tenants:

Number of tenants:

Number of tenants:

Number of tenants:

136

1

68

2

107

Average net rentals:

Average net rentals:

Average net rentals:

Average net rentals:

Average net rentals:

R95,15/m²

R55,37/m²

R89,18/m²

R125,00/m²

R120,29/m²

Foot count:

Major tenants:

Foot count:

Major tenants:

Foot count:

9,3 million pa

A single, triple net tenant,
RTT Solutions

4,2 million pa

Worley Parsons RSA
(Pty) Ltd 9 608m²

3,4 million pa

Major tenants:

Major tenants:
Shoprite Checkers 5 715m²

Game 4 000m²

Pick n Pay 4 880m²

Head lease from Eris
Property Group (Pty) Ltd
until 30 June 2013 4 257m²

Major tenants:

Pick n Pay 14 000m²
Builders Warehouse 3 950m²

Woolworths 1 800m²

Dischem 2 035m²

Virgin Active 3 500m²

First National Bank 615m²

Chevron (Caltex) 3 460m²

First National Bank
1 370m²

Edgars 3 450m²

Absa 1 155m²

Mr Price 581m²

Cashbuild 2 226m²

Edcon 1 085m²

Woolworths 2 036m²

Standard Bank 991m²

Pick n Pay 4 470m²
Woolworths 2 124m²

Foschini 594m²

Corporate
Park 66

Hyde Park
Lane

Podium
at Menlyn

Located in Centurion,
Pretoria, is a multitenanted office building

Located in Hyde Park,
corner Jan Smuts
Avenue and William
Nicol Drive, opposite
Hyde Park Shopping
Centre

Office

Office

Value at 30 June 2012:

Value at 30 June 2012:

Office

R214,5 million

R186,3 million

Value at 30 June 2012:

Size:

Size:

13 566m²

15 334m²

Number of tenants:

Number of tenants:

9

46

Average net rentals:

Average net rentals:

Recently completed
development located
on the corner of
Atterbury Road and Lois
Street, Menlyn, Pretoria

R165,9 million
Size:

9 090m²
Number of tenants:

0
Average net rentals:

R112,25/m²

R96,93/m²

Major tenants:

Major tenants:

Topexec 3 350m²

Standard Bank 1 900m²

Waterworks 2 704m²
E+PC Engineering
Projects 2 424m²

Tag Travel 1 109m²

Major tenants:

Property Marketers 846m²

Negotiations under way
with a variety of tenants
to occupy the completed
development

Professional Medical
Scheme 1 942m²
Neil Harvey & Associates
1 942m²

Vistar (Pty) Ltd 762m²
Eezee Dex Industrial 740m²
Willis RE 697m²

R112,00/m²

Lynnridge
Mall/Mews

Market
Square

Located in Lynnwood
Ridge, in the eastern
suburbs of Pretoria

Located in Plettenberg
Bay, situated outside
the CBD in Beacon Way

Retail

Retail

Value at 30 June 2012:

Value at 30 June 2012:

R149,3 million

R147,5 million

Size:

Size:

19 717m²

14 688m²

Number of tenants:

Number of tenants:

54

47

Average net rentals:

Average net rentals:

R79,81/m²

R85,68/m²

Foot count:

Major tenants:

3,4 million pa

Woolworths 2 052m²

Major tenants:

Edgars 1 763m²

Pick n Pay 4 142m²

Clicks 700m²

Mr Price Home 1 700m²

Ackerman’s 500m²

South African National
Tutor Services 1 081m²
Jimnetts Arts &
Crafts 792m²
Phakama Funeral
Society 750m²
Pep Home 556m²
Clicks 490m²

Pick n Pay 2 003m²

About the Emira Property Fund

1 – 35

Report to stakeholders

38 – 57

Our financial results

60 – 124
1

Contents
How we are positioned
How we create value
What we want to achieve
How we are structured and governed
How we have performed
Five-year review
Our milestones
How we engage with stakeholders
How we manage our risks and determine
material issues
Directorate
Chief Executive Officer’s message
Manager’s report

2
3
4
5
6
8
9
10

Corporate governance report
Audit Committee’s report
Remuneration report
Social review
Environmental review

38
45
48
50
55

Emira Property Fund – Financial statements
Participatory interest holders’ analysis
Property listing
Strategic Real Estate Managers (Pty) Ltd –
Financial statements
Notice of annual general meeting
Glossary
Form of proxy
Administration information

62
94
95
107
119
122
123
IBC

11
14
18
24

About this report
Scope and boundary
This report, for the year ended 30 June 2012, is Emira Property Fund’s

The Fund has not pursued external assurance for its non-financial

(“Emira” or “the Fund”) second Integrated Report to stakeholders.

information disclosed in this Integrated Report. There are no material

Emira’s previous report covered the year ended 30 June 2011. The

changes to the content of this report when compared to the 2011

information contained herein relates to the Fund’s operational

report, other than further elaboration on the Fund’s strategic priorities,

activities and interests in South Africa and Australia, for the past

risk management, corporate governance and environmental impact.

12 months, however post-balance sheet events have been included
for the sake of completeness and have been specified as such.

Stakeholder feedback
Stakeholders are welcome to address any comments

The main purpose of integrated reporting is to provide stakeholders

to jtempleton@emira.co.za with constructive feedback on this

with an integrated view of Emira’s economic, social and environmental

Integrated Report.

performance and to demonstrate its ability to create and sustain value
over the short, medium and long term. This report aims to present the

Board responsibility statement

Fund’s most relevant material issues pertaining to its strategy, which

The Board acknowledges its responsibility to ensure the integrity of

underpins its sustainability, its portfolio’s overall performance, its

this Integrated Report. The Board has accordingly applied its collective

associated risks and opportunities and its prospects in a transparent,

mind to the content of this report and is of the opinion that it addresses

accurate and balanced manner.

all material issues and presents fairly the integrated performance of
the Fund.

This Integrated Report was prepared in accordance with best practice,
applying the principles of the King Report on Governance for South

The Board approved the release of the 2012 Integrated Report on

Africa, 2009 (“King III”), the Collective Investment Schemes Control Act,

21 September 2012.

No 45 of 2002 (“the CISCA”), the Companies Act, No 71 of 2008
(“the Companies Act”), the International Financial Reporting Standards
(“IFRS”), the Listings Requirements of the JSE Limited (“the JSE Listings
Requirements”) and the Carbon Disclosure Project (“CDP”).

Assurance and comparability

Ben van der Ross

James Templeton

Chairman

Chief Executive Officer

The Board of Directors (“the Board”) is required to prepare annual
financial statements in terms of the Companies Act and the

Sandton

JSE Listings Requirements, which represent the financial affairs of

21 September 2012

the Fund in a fair manner conforming with IFRS. The Fund’s external
auditors are obliged to examine the annual financial statements and
have reported their opinion.
See page 122 for glossary
Emira Integrated report 2012
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How we
are positioned

Emira is a portfolio created under the Emira Property Scheme in terms of the CISCA. It has been
listed in the Real Estate Investment Trusts sector on the JSE Ltd since 28 November 2003.
Emira’s property portfolio is spread across the office, retail and industrial sectors in line with the

Portfolio GLA
by region

Fund’s strategic objectives. At listing in 2003, the Fund had a total of 77 properties with a total
asset value of R1,65 billion and a market capitalisation of R1,35 billion. This has grown to
149 properties with a total value of R8,8 billion and a market capitalisation of R6,4 billion at
30 June 2012. From a listing price of 500 cents per participatory interest (“PI”), PIs have
increased in value by 155% as at 30 June 2012, when the price closed at 1 275 cents.

Gauteng
KwaZulu-Natal
Western Cape
Free State
Eastern Cape

810 724m2
152 612m2
117 950m2
54 980m2
33 002m2
1 169 268m2

69%
13%
10%
5%
3%
100%

In order to sustain and enhance its distribution growth to PI holders, the Fund has an ongoing
focus on strengthening the quality of its property portfolio, through acquisitions and disposals
as well as refurbishments, upgrades and redevelopment of specific properties. All investment
decisions are underpinned by Emira’s stringent investment criteria to ensure that yields are
optimised. The Fund’s investment in Australian‑listed REIT Growthpoint Properties Australia
provides an added level of diversification to the Fund by way of property, tenants and currency.
Emira makes use of prudent levels of gearing to boost returns to PI holders. The Fund’s Trust
Deed limits gearing to 40% of assets. In June 2011, Global Credit Rating Co. (“GCR”) accorded
Emira a first-time corporate unsecured ZAR currency rating of A (single A) in the long term
and A1 (single A one) in the short term. The rating reflects Emira’s high credit quality and
protection for investors. GCR considers there to exist a very high certainty of timely
payment to creditors. This rating was maintained for the year under review.
Limpopo

The Fund is managed by Strategic Real Estate Managers (Pty) Ltd
(“STREM”), which is approved by the Registrar of Collective Investment

Pretoria

Schemes, to manage the Fund. In terms of the agreement which

17 3
8
Johannesburg 31
9 26
North West
Gauteng

Mpumalanga

Nongoma
Dundee

Free State
Bloemfontein

2

Northern Cape

3

Matatiele
Queenstown

1

Idutywa
Eastern Cape

9

Cape Town

4
1

Western Cape

South African footprint
Office buildings
Retail buildings
Industrial buildings

1

2
1

Lesotho
Umzimkulu

was approved by PI holders in September 2010, Emira revised
the terms of its management agreement, which

Swaziland

1

1
1KwaZulu-Natal

effectively aligned the interests of the Fund’s PI
holders and management.

1 Nqutu
Greytown
Durban

9
9 3

1 2
Kokstad
2 Flagstaff
1
Umtata

Ingwavuma

The Fund’s broad-based black economic empowerment
(“B-BBEE”) holding is 12,2% with its empowerment partners being
Kagiso Tiso Holdings (Pty) Ltd (RF), the Shalamuka Foundation, Avuka

Investments (Pty) Ltd, Mr Ben van der Ross and the RMBP Broad-Based
Empowerment Trust.
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How we
create value

VISION:

MISSION:

to grow earnings from a balanced and
high-quality property portfolio.

to deliver long-term value to our PI holders
and stakeholders.

VALUES:
Responsibility – we hold ourselves responsible and accountable to our stakeholders for our actions
Honesty
– we are truthful
Fairness
– we treat our stakeholders equitably
Respect
– we acknowledge the rights and dignity of others

Strategic priorities:
Our vision is dependent on three strategic priorities, which drive operational performance.

1

Financial:
• To optimise net income and growth in distributions
• To apply gearing to the portfolio to the extent that it enhances returns, limited to 40% in terms of the Trust Deed

Portfolio:

2

• To selectively recycle assets
• To broaden the Fund’s geographic exposure
• To dispose of non-performing or potentially underperforming properties
• To reduce vacancies and manage the lease expiry profile of the portfolio
• To maintain a balanced exposure to the office, retail and industrial property sectors

Stakeholder:

3

• To meet the requirements of the Property Sector Transformation Charter
• To continually improve our broad-based empowerment credentials
• To reduce our environmental impacts
• To increase market capitalisation, liquidity and spread of investors through selective acquisitions and capital raising

Emira Integrated report 2012
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What we
want to achieve

Objective
Optimise net income and growth
in distributions.

2012 performance
Distributions declined by 2,5% per PI as at
June 2012.
Portfolio adjusted and resources aligned to
address underperformance.
Arrears amounted to 6,9% of all debits
raised.

2013 targets and priorities
The Fund is positioned for long-term distribution
growth. The Fund will continue to pursue
aggressive purchasing of high-quality assets,
while maintaining focus on refurbishments
and redevelopments.
Growth in distributions to be at least in line with
market sector average.
Vigilant credit control by property manager
with arrears not to exceed 7,5% of monthly
debits raised.

Apply gearing to the portfolio to the
extent that it enhances returns, limited to
40% of total assets as provided for in the
Trust Deed.

Material improvement as at June 2012 and
has met target of 28% (2011: 25,1%).

Maintain gearing levels between 30% and 35%
of total assets.

Selectively recycle assets.

Spent R445,7 million on capital expenditure
projects improving quality of existing assets
(2011: R301,9 million).

Capital expenditure on blue-sky projects in
excess of R1 billion expected.

Broaden the Fund’s geographic exposure.
Maintain a balanced exposure to the office,
retail and industrial property sectors.

Acquisitions of further Office properties
in Gauteng and Australia via GOZ
investments to the value of R316,6 million
(2011: R179,6 million).

Continue to grow and diversify portfolio
through acquisitive activities and capital
expenditure projects.

Dispose of non-performing or potentially
underperforming properties.

Disposed of 15 non-core properties to the
value of R402,3 million (2011: R100,4 million).

Continue to sell non-core properties.

Reduce vacancies and manage the lease
expiry profile of the portfolio.

Improvement in vacancy levels as at
year-end of 10,2% from 11,5% in 2011.

Continue with efforts to reduce vacancy levels
to less than market-related levels and to increase
average lease length of portfolio.

65% of all tenants were retained by GLA.

14 properties remain on the disposal list.

Continue to ensure that not more than 30% of all
leases expire in any one year.
A minimum of 65% of all tenants to be retained.
Meet the requirements of the Property
Sector Transformation Charter.
Continually improve our broad-based
empowerment credentials.

The Property Sector Transformation Charter
was gazetted in June 2012 and the Fund
is now being rated in terms thereof.
Continued to search for skilled resources
in line with Charter.

Increase ownership and employment of
historically disadvantaged individuals.

Reduce our environmental impacts.

Baseline carbon emissions survey
conducted. Continued participation in CDP.

Establish targets to reduce carbon footprint
from baseline survey results.

Increase market capitalisation, liquidity
and spread of investors through selective
acquisitions and capital raising.

Market capitalisation declined and liquidity
reduced due to buyback of PIs to the value
of R86,5 million as PIs had offered value.

Issue of new equity to be considered should
share price recover due to vacancies having
been contained to targeted levels.

About the Emira Property Fund
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How we are
structured and governed

Emira Property Fund
MANAGEMENT
MANAGEMENT

REGULATORY BODIES

Strategic Real Estate Managers (Pty) Ltd
• Asset management
• Reports to PI holders

JSE Ltd
• Ensures compliance with JSE requirements and provides
a market for trading PIs

FirstRand Asset Management (Pty) Ltd 70%

Registrar of Collective Investment Schemes
• Ensures compliance with Collective Investment Schemes
Control Act, No 45 of 2002, and monitors the operation of
the collective of investment scheme

Eris Investment Holdings (Pty) Ltd
(formerly RMB Properties (Pty) Ltd) 15%

Trustee: Absa Bank Ltd
• Protects PI holders’ interests
• Acts as custodian of Fund’s assets and securities
• Ensures compliance with Trust Deed and legislation

Corovest Property Group Holdings (Pty) Ltd 15%
Eris Property Group (Pty) Ltd
• Property managers

Auditor: PricewaterhouseCoopers Inc.
• Reports on fair presentation of financial statements

Board of
Directors

➧
Audit
Committee

Risk
Committee

Remuneration
and Nominations
Committee

Chief Executive
Officer

Executive
Committee

Emira Integrated report 2012
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How we
have performed

Portfolio GLA

Portfolio value

by sector

by region

Office
Retail
Industrial

Gauteng
KwaZulu-Natal
Western Cape
Free State
Eastern Cape

38%
33%
29%

Portfolio value
by sector

72%
11%
10%
5%
2%

Tenant grading
by GLA*

Office
Retail
Industrial

49%
34%
17%

A grade
B grade
C grade

54%
17%
29%

* Tenants have been graded as follows:
	“A” grade: Large national tenants, large listed
tenants, government and major franchisees.
These include, inter alia, Absa Bank, Afrox,
the Department of Labour, Edgars, FirstRand
Bank, JD Group, Pepkor, Pick n Pay Stores,
Shell, the Standard Bank Group, Ster-Kinekor,
Truworths International and Virgin Active.

Portfolio GLA
by region

Gauteng
KwaZulu-Natal
Western Cape
Free State
Eastern Cape

69%
13%
10%
5%
3%

	“B” grade: National tenants, listed tenants,
franchisees and medium to large professional
firms. These include, inter alia, Afgri, Builder’s
Express, Debonairs Pizza, Fishaways,
John Dory’s, Mikes Kitchen, Postnet, Rage
Distribution, Torga Optical, UCS Group,
Vodacom, Young & Rubicam and Wimpy.
	“C” grade: Other tenants comprise all other
tenants that do not fall into the above two
categories.
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Lease escalation

110,68 cents

(%)

Office

8,8%

Retail

7,8%

Industrial

8,7%
0

Office

2

Retail

4

6

8

10

Industrial

>	
Distribution per PI (2011: 113,52 cents)

1 153 cents
>	
Net asset value per PI (2011: 1 150 cents)

4,1%
>	
12-month total return (2011: 16,1%)

Vacancy profile by sector

Lease expiry profile by sector

(% of GLA)

(% of GLA)

Dec 11

11,3%

Jun 12
vacancy
Expiries
rolled over
Jun 13

Mar 12

11,3%

Jun 14

11,5%

Jun 11
Sep 11

11,9%

Jun 12

10,2%
0

Office

Retail

5

10

15

20

25

30

35

10,2%
2,9%
26,8%
20,5%

Jun 15
Jun 16 and
beyond

Industrial

17,3%
22,3%
0

Office

Retail

5

10

15

20

25

30

Industrial

Lease expiry profile by sector
(% of revenue)
Jun 13

35,8%

Jun 14

22,5%

Jun 15

17,4%

Jun 16
Jun 17
and beyond

9,9%
14,4%
0

Office

Retail

10

20

30

40

Industrial
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Five-year review

Distribution statement
2012

2011

2010

2009

2008

1 259 787

1 232 911

1 152 167

1 059 866

924 783

(475 728)

(441 113)

(386 478)

(357 597)

(285 197)

784 059
(18 061)
(47 037)
(10 739)

791 798
(20 085)
(45 244)
(9 805)

765 689
(36 171)
(43 214)
(9 704)

702 269
(31 843)
(39 023)
(11 198)

639 586
(33 431)
(32 976)
(9 902)

Net profit before interest and income from listed property investment
Income from listed property investment
Net interest cost

708 222
33 522
(184 373)

716 664
27 001
(166 972)

676 600

620 205

563 277

(149 356)

(126 280)

(110 808)

Interest paid and amortised borrowing costs
Interest capitalised to the cost of developments
Preference share dividends paid
STC on preference share dividends paid
Investment income

(208 205)
26 168
(6 849)
(685)
5 198

(168 106)
4 115
(11 895)
(1 189)
10 103

(143 219)
3 065
(13 351)
(1 335)
5 484

(121 844)
1 728
(16 424)
(1 642)
11 902

(115 273)
7 635
(8 213)
(821)
5 864

Distribution payable to participatory interest holders

557 371

576 693

527 244

493 925

452 469

110,68

113,52

108,08

101,25

92,04

8 813 718
1 153
1 275
10,6
500 864
6 386 022
2 624 919
28,0
149
10,2

8 177 208
1 150
1 333
15,9
508 010
6 771 776
2 050 748
23,7
161
11,5

for the year ended 30 June (R’000)
Operating lease rental income and tenant recoveries
excluding straight-lining of leases
Property expenses excluding amortised upfront
lease costs
Net property income
Asset management expenses
Administration expenses
Depreciation

Distribution per participatory interest (cents)

Salient features
Market value (R’000)
Net asset value per participatory interest (cents)
Listed market price per participatory interest (cents)
Premium/(discount) to net asset value (%)
Participatory interests in issue (000)
Market capitalisation (R’000)
Long-term borrowings (R’000)
Long-term borrowings to total assets (%)
Number of properties
Vacancy factor
*Restated

7 882 930
1 153*
1 244
7,9
487 828
6 068 576
1 791 663
22,9
167
9,2

7 718 077
1 156*
1 015
(12,2)
487 828
4 951 451
1 573 316
20,1
167
7,5

7 491 436
1 169
819
(29,9)
492 819
4 036 188
1 327 204
17,0
164
6,8
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Our milestones

2006:

2010:

The Fund acquired a portfolio
of properties from Eris Property
Group and Momentum
Group Properties valued at
R844 million which was used
as a mechanism to introduce a
meaningful BEE PI holding.

In May, the Fund acquired
an interest in GOZ for
a total consideration of
AUD18,0 million (R116,9 million).
The investment represented
Emira’s first investment in an
offshore geography and the first
time that a CISP had invested in
an Australian REIT. In September,
Emira acquired an additional
interest in GOZ for a further
AUD17,5 million (R117,3 million).

2007:
With effect from 1 April, Emira
acquired 100% of Freestone
Property Holdings Limited, a
property loan stock company
comprising 81 commercial, retail
and industrial properties valued
at R1,8 billion.

2008:
In March, Emira became the first
collective investment scheme in
property (“CISP”) to raise funds
in the debt capital markets via
a commercial mortgage backed
security, raising R650 million.

In September 2010, Emira
became the first JSE-listed CISP
to restructure the fee payable
to its Manager from 0,5% of
enterprise value to an amount
covering costs only. In addition
to cost benefits for PI holders,
the new structure also resulted
in greater alignment of the
interests of the management
company, while creating
a vehicle to incentivise
management and staff, which
was not possible under the
previous structure.

2009:
Due to the Fund’s solid credit
rating, low gearing and longstanding relationship with
Rand Merchant Bank Ltd,
Emira secured a long-term debt
facility at favourable margins
from the financial institution
in the sum of R666 million.
The facility enabled the Fund
to enhance the quality of its
portfolio by refurbishing existing
properties and to support
growth by acquiring new assets,
which met its yield threshold.

2011:
In July, Emira increased its
holdings in GOZ to 6,3%
by following its rights in a
subsequent rights offering.
The Fund’s stake in GOZ was
valued at R418 million as at
30 June 2012 compared to the
cost to the Fund of R296 million.

2012
In February, the
phantom share
scheme initiated in
September 2010 for
the benefit of all
STREM employees,
to the value of
R30 million, was
finalised.
In August 2012,
Emira issued
R400 million worth
of three-month
commercial paper
in the debt capital
markets, which
was used to refund
a portion of the
R650 million
commercial
mortgage-backed
securitisation, due
for repayment in
March 2013.

In August, Emira became the
first CISP to issue a corporate
bond raising R500 million from
institutional investors.

Emira Integrated report 2012
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How we engage
with stakeholders

Stakeholder engagement

of all its stakeholders. The Fund is committed to transparent

The STREM Board is responsible for keeping all the Fund’s

and effective engagement that focuses on building mutually

stakeholders informed and up to date on its policies, performance

beneficial relationships with its most important stakeholders

and practices and encourages open discussions in an informal

whom Emira defines as those most affected by, or most likely

manner by impromptu meetings being held on request. The

to influence, the Fund.

Fund communicates with its major stakeholders as follows:

Our stakeholders

Emira acknowledges its responsibility to protect the interests

➧

Stakeholder

Method of engagement

Employees/STREM

Employees are STREM’s most important stakeholders. Face-to-face
daily contact, electronic media and training are the general
methods of engagement.

Tenants

The Fund’s tenant base comprises blue-chip companies,
government departments and small privately owned enterprises.
Executive directors and asset managers engage with tenants
directly and through the Fund’s property manager.

Providers of capital

The Fund has regular meetings with the providers of debt
finance to assess its ongoing needs, contractual obligations
and funding requirements.

PI holders, analysts
and investors

The Fund is committed to transparent disclosure to the investment
community. It holds presentations of its annual results in
Johannesburg and Cape Town, followed by one-on-one meetings
with major PI holders. SENS and monthly press releases are
published. Executive contact with investors occurs monthly.

Suppliers and
property managers

Constant contact with property managers and semi-annual
meetings with other suppliers through the property manager.

Communities

Marketing and public relations events held at the portfolio’s retail
shopping centres.

Industry bodies

The Fund plays an active role in the industry and is a member of
SAPOA. It is a member of the Association of Property Unit Trust
Management Companies, a member of the Property Sector
Transformation Council and a member of the South African Council
of Shopping Centres and SAICA.

Government

The Fund accepts its responsibility to keep abreast of changes in
legislation and has regular meetings with government departments
on issues such as the REIT legislation and the Property Sector
Transformation Charter. The Fund also meets regularly with the FSB
on matters pertaining to the property industry. The Fund further
engages with government departments on issues relating to rates,
zoning and planning.

About the Emira Property Fund
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How we manage our risks
and determine material issues

Risk management approach and policy

• enhancing risk response decisions by selecting alternative

The ultimate responsibility for the governance of risk including
the determination of risk appetite and tolerance levels and the
approval of the risk strategy, policy and framework resides
with the Fund’s Board of Directors. During 2011, the Board

risk response, which includes risk avoidance, reduction,
sharing or acceptance;
• reducing operational losses by gaining enhanced capabilities
to identify potential events and establish responses;

reviewed its approach to risk management by instituting a

• identifying and managing multiple cross-enterprise risks;

comprehensive risk register supported by policies, setting the

• seizing opportunities by identifying a full range of potential

Fund’s risk limits and tolerance levels. The Board is committed

events; and

to reporting on instances where risks fall outside of these

• improving deployment of capital by obtaining robust risk

limits or deviates materially from the limits of the Fund’s risk

information to allow management to effectively assess

tolerance. The table commencing on page 12 sets out these

overall capital needs and enhance capital allocation.

limits and tolerance levels as determined by the Board.
These capabilities inherent in enterprise risk management
The Board delegates to the Risk Committee and the STREM

help management achieve the Fund’s performance and

management the responsibility to design, implement and

profitability targets, while safeguarding the Fund’s assets and

monitor the risk management plan to ensure that the Fund

preventing loss of resources. Enterprise risk management

manages risks appropriately. A high level of awareness at an

helps to ensure effective reporting and compliance with laws

operational level and a strong vision, mission and strategy

and regulations, and helps avoid damage to the Fund’s

supports the risk management policies. Consequently, risk

reputation and associated consequences.

management does not attempt to eliminate risk completely,
but rather provides a structure to continuously identify, assess,

There have been no material deviations to the limits of risk

evaluate and manage risk. Risk management is embedded in

tolerance other than the level of vacancies being marginally

the Fund’s overall governance as part of the policy framework.

higher than the targeted level of less than 10% at 10,3%. The
Fund has not suffered any material losses during the year and

The STREM management philosophy on risk recognises that

has no claims against its resources. The Board is also not

managing risk is an integral part of generating sustainable

aware of any current, imminent or envisaged risk that may

PI holder value and enhancing stakeholder interest. It

threaten its long-term sustainability. The Board is satisfied

also recognises that an appropriate balance should be

with the effectiveness of the risk management policies

struck between entrepreneurial endeavour and sound

and procedures.

business practice.
Emira has identified its major risks from the perspective of its
The management of STREM operates a risk management

stakeholders who are impacted by or who can affect the

framework, which is based on the Committee of Sponsoring

Fund’s ability to deliver on its strategy. The analysis of these

Organisations

influences or material impacts is tabulated on page 12. The

of

the

Treadway

Commission

(“COSO”)

Fund’s strategic objectives have at their foundation

premise of enterprise risk management is that every entity

three key risk management mechanisms,

exists to provide value for its stakeholders. All entities face

namely its balanced portfolio by sector,

uncertainty, and the challenge for management is to determine

long-term leases with blue-chip

how much uncertainty to accept as it strives to grow

tenants and the diversification of

stakeholder value.

the Fund by region and property.

Value is maximised when management sets strategy and

Material issues

objectives to strike an optimal balance between growth and

Emira identifies its material

return goals and related risks, and efficiently and effectively

issues

deploys resources in pursuit of the entity’s objectives.

significant to the Fund and its

ce

an

in
Grow
th

ance

Emira’s material
issues

to the portfolio and of substantial

• aligning risk appetite and strategy which considers the

risk. Material issues are derived from

im
p
nt
al

an
m
Hu

stakeholders, which are strategic

act

are

STREM’S approach to enterprise risk management involves:

ca
pi
tal

iro
Env

risk appetite in evaluating strategic alternatives, setting

stakeholder feedback gained through

related objectives and developing mechanisms to manage

the channels of engagement as listed on

related risks;

page 10 and the comprehensive assessment of the
Fund’s risk.
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Enterprise Risk Management Framework. The underlying
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How we manage our risks
and determine material issues continued

The table below illustrates the key risks and stakeholder issues the Fund has identified as material, their potential effects and the measures that
STREM has put in place in order to mitigate their occurrence:
Material
Issue

Growth in
distributions

Stakeholder
group affected

Potential
impact

Mitigation
response

Vacancies in properties
and failure to retain
tenants

Investors
Providers of capital
Tenants
Employees

Economic:
Negative impact on revenue
stream of Fund, resulting in failure
to meet budgets.
Deteriorating building values and
net asset value.

Broker liaison appointed. Regular contact with external
brokers.
Incentives put in place to encourage brokers to focus on
Emira’s vacancies.
Emphasis on retention of existing tenants on lease expiries
and tracking successful retentions with a minimum of 65%
of all tenants to be retained.
Leasing strategy per property.
Continued engagement with tenants.
Willingness to negotiate leases to retain tenants.
Management of expiry profiles with a maximum tolerance
level of 30% of all leases expiring in any one year.

Interest rate risk

Investors
Providers of capital

Economic:
Increase in interest rates will have
a negative impact on financial
results of the Fund.

Swap agreements entered into, which have fixed interest
rates for appropriate periods (at least 75% of all borrowings
to be fixed).
Debt to equity ratio is limited to 40%.

Property market risk,
pricing risk on
purchase and sale of
properties and impact
on yield

Investors
Providers of capital

Economic:
Achieving lower than anticipated
returns.
Value of property could be written
down on revaluation.
Fund receives less sales proceeds
than it should have for reinvestment
in new acquisitions/refurbishments.

Acquisitions are firstly considered by the Investment
Committee, and are thereafter recommended for purchase
to the Board.
Selling prices approved by the Investment Committee, who
makes recommendations to the Board.
Valuations carried out every six months.

High levels of bad
debts and arrears

Investors
Providers of capital
Employees

Economic:
Failure to recover amounts owing.
Negative impact on Fund’s
cash flow.
Large write-offs in income
statement.

Vigilant credit control by property manager with arrears
not to exceed 7,5% of monthly debits raised.
Strong internal legal team and outside attorneys following
up hand-overs.
Continued engagement with tenants.
Willingness to negotiate lease terms to retain tenants.
Tight lease agreement and rigorous tenant credit checks.
Deposits and sureties.
Diversification by tenant and geography.

Reduced growth in
market capitalisation
and distributions

Investors
Providers of capital
Employees

Economic/Strategic:
Poor returns to PI holders and
other providers of capital and
deteriorating rating relative
to peers.
Results in inability to attract new
capital and hence grow the Fund.

Setting of financial targets and strategic priorities and
monitoring of these goals by the Board.
Purchase of new properties.
Asset management, e.g. redevelopments and/or
refurbishments.
Annual strategic sessions.
Authority limits are in place.

Underperformance of
property managers

Investors
Providers of capital
Tenants
Employees

Economic/Operational:
Performance dependent on
experience and skilled staff.
Damage to reputation.
Reduced net income growth.
Increased vacancies and arrears.
Poor condition of buildings.

Contracts with property managers.
Property managers to be measured against set KPIs with
increased supervision by Emira team, monthly reports
and meetings.
Property inspections.
Training and skills development of Emira and property
management teams.
Tender process periodically for property management
function.

Risk

About the Emira Property Fund
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Material
Issue

Stakeholder
group affected

Potential
impact

Mitigation
response

Development risk

Investors
Providers of capital

Economic:
Return achieved being lower than
anticipated.
Value of property could be written
down on revaluation.

Developments are considered by the Investment
Committee, which recommends purchases to the Board.
Direct control – employment of qualified, experienced
developers, project managers and leasing consultants.
Insurance cover is also taken where appropriate.
Monthly internal meetings to monitor progress of project.
Endeavour to ensure that developments are let prior
to completion.

Investment in foreign
countries, equity price
risk and exchange
rate risk

Investors
Providers of capital

Economic/Operational:
Volatility in and/or declining
distributions to PI holders.
A fall in the listed price of
GOZ, could result in a material
write-down of the Fund’s
investment.
A strengthening of the ZAR could
result in reduced distributions
being received in ZAR, from GOZ.

Investments in listed entity with appropriate regulations.
Regular contact with management team of investment.
Exchange rate forecasts are monitored and forward swaps
taken out to protect distribution income.
GOZ has a well-located property portfolio, let to blue-chip
tenants, on long leases, with escalations.
Management monitors ZAR/AUD forecasts and, if deemed
necessary, forward swaps using the Yield-X market will be
taken out.

Disruption of supply
and increase in cost
of utilities

Investors
Providers of capital
Tenants
Property manager
Service providers

Economic/Social:
Inability of tenants to trade, which
may result in their inability to pay
rentals and operating costs.
Impact of cost increases on
tenants’ ability to service rental
liabilities, increasing lease
default risk.
Negative effect on net income
of Fund.

Investigations being carried out in respect of the use
of generators to keep electricity supplies available
to buildings.
Various methods of achieving savings on utility costs are
being investigated and introduced.
Tenants are also being advised on the methods of
calculating their usage, which could result in savings being
achieved, if usage patterns are improved.
Utility management with a minimum of 100%
recovery expected.

Statutory and
regulatory compliance
with Companies Act,
Trust Deed, CISCA, JSE
Listings Requirements,
Income Tax Act,
Competition Act

Government
Regulators
Trustees
Employees

Economic/Social:
Fines and public censures if
non-compliance occurs.
Reputational issues.
Increase in legal and compliance
resource costs.

Trustees’ oversight of Fund.
Compliance with JSE and FSB regulatory frameworks.
Ongoing engagement with legal advisors and JSE sponsors,
and Board of Directors.
Solid system of control in place.

Company risk and
conflict of interest

All

Economic/Social:
Reputational issues.
Negative effects on PI
holder returns.

Board and independent directors’ oversight.
Annual general meeting to address queries.
JSE Listings Requirements.
Code of Ethics and JSE sponsors.
Adoption of King III principles.
Objective decision in case of potential conflict with
full record of motivation.
Dealings with property manager are properly and
fully disclosed.

Failure to comply with
OSH Act and safety
requirements

Tenants
Trustees
Property managers

Economic/Social:
Possible prosecution officers of
the Fund and Manager.

Review of compliance by the property managers and
implementation of their recommendations.

Reduce our carbon
footprint and
environmental impacts

All

Environmental:
Negatively impacts climate
change.

Baseline survey conducted during the year under review.
Strategy with targets to be set for carbon management
programme.
Continued participation in the CDP.

Retention of skilled
human resources

Investors
Property managers
Employees

Economic/Social:
Loss of skilled staff could result in
an increased extra workload being
placed on existing staff members.

By effectively internalising the management of the Fund,
the interests of staff and PI holders have been aligned.
Incentivisation plans have been put in place, in order to
retain and attract experienced members of staff, which are
further enhanced by best practice principles applied by the
property manager.

Risk

Growth in
distributions

Governance
and
compliance

Environmental

Human capital
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Directorate

1. Benedict James van der Ross (65)
Non-executive Chairman
Qualiﬁcations: Dip Law
Appointment date: 20 October 2003
Committees: Remuneration and
Nominations Committee
Chairman
Ben was admitted to the Cape Bar as
attorney in 1970 and practised law for his
own account until 1988. He has served as
a director of various companies including
Executive Director for the Urban Foundation
and Independent Development Trust. He
currently serves on a number of boards
including those of FirstRand, Naspers Limited,
Distell Group Limited, Lewis Group Limited,
Pick n Pay and MMI Holdings Limited. Ben is
the Chairman of STREM. He was appointed
Commissioner to the First Independent
Electoral Commission by the State President
on the advice of the Transitional Executive
Council and subsequently served as Deputy
Chief Executive Officer of the Independent
Development Trust and acting Chief
Executive Officer of South African Rail
Commuter Corporation.

2. James William Andrew Templeton (39)

4. Ulana van Biljon (45)

Chief Executive Officer
Qualiﬁcations: BCom (Hons), CFA
Appointment date: 1 July 2004
Committees: Executive Committee

Executive Director
Qualifications: BCom
Appointment date: 10 February 2012
Committees: Executive Committee

Prior to joining RMB Properties in April 2004 as
Business Development Executive, James was
employed at Barnard Jacobs Mellet Securities as
an equities analyst for seven years. In July 2004,
he was appointed Chief Executive Officer of
STREM. James also serves as the Deputy
Chairman of the Association of Property Unit
Trust Management Companies.

Ulana has nearly 18 years’ experience in
the property industry, in particular retail
management, property management and asset
management. Her experience relates to both the
corporate and listed property fund environments.

3. Peter John Thurling (57)
Chief Financial Officer
Qualiﬁcations: BCom, BAcc, CA(SA)
Appointment date: 16 April 2007
Committees: Executive Committee
Peter, a chartered accountant, has over 20 years’
experience in the property industry; in particular
with listed property vehicles. Previously he was the
Financial Director of Corovest Property Group and
the Chief Financial Officer of Freestone Property
Holdings Limited.

5. Warren Kirkwood Schultze (52)
Non-executive Director
Qualiﬁcations: BCom, BAcc, CA(SA)
Appointment date: 3 December 1997
Resignation date: 20 August 2012
Prior to joining RMB Properties, Warren served
his articles with Arthur Young and was later
appointed Financial Director for two property
ﬁnancing and property trading companies.
During this time he gained extensive experience
in property asset management, property
ﬁnancing and property trading activities. He
was appointed Chief Operating Officer of RMB
Properties in 2000 and Chief Executive Officer in
2004. He was appointed Chief Executive Officer
of the Eris Property Group in April 2008. He was
President of SAPOA for the 2009/2010 year.

6. Michael Simpson Aitken (55)
Non-executive Director
Qualiﬁcations: BA, LLB
Appointment date: 16 April 2007
Michael has over 20 years’ experience in
property-related activities, with speciﬁc expertise
in asset and fund management related to directly
held and listed property vehicles. Currently he is
Managing Director of Corovest Property Group
and the non-executive Chairman of Hyprop
Investments Limited.

1. Benedict
van der Ross

2. James
Templeton

3. Peter
Thurling

4. Ulana
van Biljon

5. Warren
Schultze

6. Michael
Aitken
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9. Nocawe Eustacia Makiwane (53)

7. Bryan Hugh Kent (67)
Lead Independent Non-executive Director
Qualiﬁcations: BCom, FCMA, CA(SA)
Appointment date: 16 April 2007
Committees: Audit Committee and
Risk Committee Chairman,
Remuneration and Nominations
Committee
Brian is a ﬁnancial business consultant with
considerable experience in property matters
and ﬁnancial structuring, and was previously
a partner at PriceWaterhouse. He is currently
a non-executive director of Set Point Group
Holdings Limited, Cadiz Holdings Limited,
Raubex Limited and Anchor Yeast (Pty) Ltd
and non-executive Chairman of Country Bird
Holdings Limited.

8. Vusumuzi Mahlangu (42)
Independent Non-executive Director
Qualifications: BSc Eng (Chem), MBA (Harvard)
Appointment date: 24 June 2010
Committees: Audit Committee, Remuneration
and Nominations Committee,
Risk Committee
Vusumuzi is a former investment banker with
over 14 years’ experience gained at Investec
Bank and at Makalani. In 2005 he became the
Chief Executive Officer of Makalani where he
pioneered mezzanine funding in South Africa by
launching the first specialised mezzanine fund,
which was listed on the JSE Limited. Prior to
joining Investec, he worked for African Oxygen
Limited for four years as a process engineer,
and later as a production manager. In 2008
he established Tamela Holdings (Pty) Ltd, a
black‑owned and managed investment company
with interests in the manufacturing, industrial
and financial services sectors.

7. Bryan
Kent

8. Vusumuzi
Mahlangu

Independent Non-executive Director
Qualiﬁcations: BSocScience (UCT), BA (Hons)
Economics (Wits), Executive Leadership
Programme (Wharton Business School),
MBA (University of Exeter)
Appointment date: 24 August 2006
Committees: Audit Committee,
Risk Committee
Nocawe is a former portfolio manager at
Stanlib Asset Management. Currently she
serves as a non-executive director of National
Housing Finance Corporation, Advantage
Asset Management, AM Mfolozi Group
Holdings companies, Xau Investments (Pty)
Ltd, Women In Capital Growth (Pty) Ltd, Pacific
Breeze Trading (Pty) Ltd; and STRATE Limited.

10. Wayne McCurrie (52)
Non-executive Director
Qualiﬁcations: BCompt (Hons), CA(SA)
Appointment date: 10 December 2008
Wayne started his career in the financial
services industry in 1988, when he joined
Lifegro Limited as a management accountant.
Lifegro was subsequently taken over by the
Momentum Group in 1989 where he stayed
until it was incorporated into RMB Asset
Management in 1994. He left RMB Asset
Management for Sage in 2002 and re-joined
the FirstRand Group in 2004 as Managing
Director of Momentum International
Multi-Managers. He joined the RMB Asset
Management investment team as an
investment professional on 1 March 2008.
Wayne manages various retirement
fund portfolios.

9. Nocawe
Makiwane

10. Wayne
McCurrie

11. Matthys Stefanus Benjamin Neser (56)
Independent Non-executive Director
Qualiﬁcations: BSc (Building Management), MBA
Appointment date: 20 October 2003
Thys has been involved with the Abcon group
of companies since 1981 and is currently
Executive Chairman for the various companies
in the Group. He is active in the residential and
commercial property field as well as in other
business ventures.

12. Vuyisa Nkonyeni (43)
Non-executive Director
Qualiﬁcations: BSc (Inf Proc), BSc (Hons),
Postgraduate Diploma in Accounting, CA(SA)
Appointment date: 24 August 2011
Vuyisa has more than 15 years’ experience in
investment banking and private equity. He is a
chartered accountant by training having served
his training contract with PriceWaterhouse, which
he completed in 1996. Subsequent to his training,
he joined Deutsche Bank in 1997 where he
gained investment banking experience primarily
in corporate and project finance advisory work
over a four-year period. He has also served as the
Financial Director of Worldwide African Investment
Holdings (Pty) Ltd and Director at Actis LLP.

11. Matthys
Neser

12. Vuyisa
Nkonyeni
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Case study:

Albury Office Park
Market value:

R94,9 million
Size:

8 107m2
Not just a pretty face
The property
In close proximity to the Sandton CBD and Rosebank,
Albury Office Park is situated on Magalieszicht Avenue,
Dunkeld West, opposite Hyde Park Corner Shopping
Centre with access off Albury Road. It consists of eight
buildings with an office GLA of 8 107m2 and excellent
exposure to Jan Smuts Avenue, set in a park-like
environment, shaded with trees.
Having been built in the 1980s, the buildings were
developed with face-brick walls, slate-tiled roofs and
bricked paved parking and access. The style of the
finishes had become out of date, making it difficult
to let the various pockets of vacant space of
approximately 1 000m2 at the commencement of
the refurbishment.

The opportunity
An opportunity was identified to refurbish and upgrade
this well-located B-grade office park transforming it
into a modern, highly sought-after A-grade location,
at a Board-approved cost of R19,1 million. With
the majority of the office park being occupied,
construction work was carried out in a sensitive
manner so as to minimise any adverse impact on the
tenants’ working life.
Face-brick exteriors have been replaced with
minimalistic clean white-painted plastered walls
and black Gamma Zenith-treated bases. Buildings
are highlighted with feature walls, fitted with glossy
black tile cladding surrounded by beautifully
landscaped gardens.
Skylights make foyers light and airy with large porcelain
tiles adorning the walls and floors. New stainless steel
balustrades for stairs and balconies add to the modern
understated design. WC facilities have been upgraded
with porcelain finishes.

The outcome
The newly refurbished park was completed in
June 2012, making the vacant space more attractive
to new tenants and retaining current ones at higher
rentals. Thus far, the project has proved to be value
enhancing in year one, improving the quality of the
Fund’s asset from a value of R9 221/m2 to R12 125/m2
with a boosted incremental income of R1,8 million.
A new five-year lease was concluded with Aegis Media
Group PLC, a company listed on the London Stock
Exchange, in June 2012 over 1 442m2 of office space.
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Chief Executive
Officer’s message

Ben
van der Ross

James
Templeton

Non-executive Chairman

Chief Executive Officer
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Highlights

R557,4 million
> Distributable income

		

110,68 cents

> Distribution per PI

> A reduction in the general level of vacancies
across the portfolio – especially in the
industrial sector where vacancies declined
> Major property refurbishments among these
is the redevelopment of the Podium building in
Menlyn into 9 090m² of prime office space at a
cost of R166 million.

The year under review
The year under review was an introspective one for the Fund

Tenants

with focus remaining on the reduction of vacancies, managing

monitoring the potential impacts of global and local events

maintained

a

conservative

approach, closely

tenant retention and actively monitoring arrears and legal

and are waiting for signs of improved conditions and less

arrears, all of which have shown signs of improvement. Against

volatility before committing to new leases or additional space.

the backdrop of the ongoing global economic uncertainty and
South African businesses being painfully exposed, the year

The increased operating costs relating to power, municipal

under review proved to be a challenging one with the Fund

rates and taxes, and transport costs have put pressure on

reporting a 2,5% decrease in distributions to 110,68 cents per

the profitability of corporates across all sectors, including the

Emira PI (2011: 113,52 cents). This represents an income return

property sector. As a result, the Fund needed to be competitive

for the 12 months of 8,4%, being distributions actually paid out

when trying to attract or retain tenants.

during the period under review.
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Chief Executive
Officer’s message continued

Distributions payable decreased due to a slight decline in net

Property expenses increased by 7,8% over the comparable

property income and rising finance costs following the

period despite the significant increase in maintenance and

increased level of debt in the Fund due to ongoing capital

refurbishment expenditure to improve the condition of

expenditure and acquisitions. This was notwithstanding

the Fund’s buildings. Contractual cost escalations were

income from listed investments rising substantially and

well managed, while leasing costs did not increase as much

management expenses declining as a result of the

as anticipated.

amendments to the Trust Deed approved by PI holders in
September 2010.

Following the amendment to the service charge payable to
STREM in September 2010, asset management costs declined

Excluding the straight-line adjustments from future rental

by 10,1% year-on-year.

escalations, revenue improved by 2,2% year-on-year. This was
positively impacted by organic growth in income from the

Net interest costs, excluding unrealised gains or losses on

existing portfolio, the conclusion of several capital projects

interest rate swaps as well as capitalised interest, rose by

during the previous financial year which contributed for the full

10,4% as a result of increased levels of gearing in the Fund.

period under review and increased recoveries of municipal
expenses, but offset by the disposal of several properties and

Net asset value increased by 0,3% in the 12 months under

rental reversions on new leases.

review from 1 150 cents (1 181 cents excluding the deferred
tax provision) at 30 June 2011 to 1 153 cents (1 196 cents),

Revenue was also impacted by high levels of vacancies in the

largely due to the payment of the balance owing to STREM in

Fund’s office sector in particular, being 18,6% (2011: 18,4%),

respect of the amendment to the service charge arrangement,

however, there were improvements in retail vacancies at 6,5%

the repurchase of PIs during the period, deficits on interest

from 7,5% in 2011. Industrial vacancies also showed a marked

rate swap valuations and investment property and listed

recovery at 3,2% from 7,2% in June 2011. Emira’s overall

investment revaluations.

vacancies at year-end were 10,2%, slightly above our target of
less than 10%, which is a meaningful improvement when

While the Fund is not pleased with these disappointing results,

compared to 2011 levels of 11,5%. On an adjusted basis

significant effort has gone into addressing and improving

(excluding properties under refurbishment or redevelopment),

performance. Several measures have been implemented

vacancies declined from 10,3% to 9,5%.

during the period to address the Fund’s material issues and
underperformance to position it for future growth.

Lease renewals of 211 000m comprised the bulk of leases
2

concluded during the year. Industrial and retail renewals were
up 6,9% and 1,9% respectively, while office renewals down
3,4%, generating a total positive renewal reversion of 0,9%. In
contrast, new leases were down across the board. New leases
of 81 800m2 were concluded with industrial down 5,0%, retail
down 6,8% and office down 17,2%. Overall reversions were
therefore down 3,7% on 293 000m2 with office down 8,6%,
industrial up 1,9% and retail down 2%.
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Progress made on our material issues
and risks

By keeping in contact and constantly meeting with property

Improving the quality of our portfolio. In order to attract

them, we build and maintain good relationships, keeping

new tenants and retain current tenants, constant improvement

them informed about Emira’s buildings, discussing leasing

to the quality of the Fund’s portfolio is imperative, which in

activity and the market in general.

brokers throughout the country, and appropriately incentivising

turn reduces the risk of increased vacancies. We are acutely
aware that building long-term relationships that cater to the

The Fund Manager holds weekly meetings with the leasing

needs of tenants is key to the Fund’s success. In addition,

team to track the progress on deals and performance in terms

tenants are being incentivised by way of beneficial occupation

of KPIs set with respect to vacancies, which is in turn linked to

periods in order to fit out their spaces, rent-free periods at the

management’s and staff remuneration.

beginning of their leases to help with cash flow, attractive
market-related rentals and appropriate tenant installation

Human capital. We expanded on the skills dedicated to the

allowances to allow them to fit out to meet their specific

Fund. A team assigned to leasing was established with the

requirements.

strategic appointment of two broker consultants and a broker
liaison. The former focus mainly on building and developing

Office sector activities included the purchase of two grade-A

strong relationships with property brokers, while the latter

buildings at attractive prices, namely Corporate Park 66 and

ensures that all administrative issues pertaining to leases are

Amadeus Place for a total value of R255 million and are

attended to in the shortest time possible. Emira is seeing the

currently home to high-quality tenants on long-term leases.

visible benefits in the Fund’s increased staff component,
particularly the staff dedicated to the conclusion of leases. An

Improvements are made through capital expenditure projects

additional asset manager was appointed, bolstering the asset

aimed at refurbishment and redevelopment. Podium at Menlyn

management team, and a dedicated fund manager joined in

office building was redeveloped and upgraded from a grade C

September 2011. This has successfully resulted in the

to a grade A for a total cost of R165,9 million. Major

reduction of vacancies and increased retention of tenants.

refurbishment projects completed during the year included
the Albury Office Park upgrade from a grade B to a grade A

A phantom share scheme was finalised during the year and

complex for R19,1 million, and Market Square, a shopping

implemented to attract and retain staff, further information of

centre in Plettenberg Bay for the approved cost of R28,8 million.

which is published in the Remuneration Report on page 48 of

Kindly refer to the case studies on pages 16 and 36 of this

this Integrated Report. Due to the severe scarcity of senior

Integrated Report for further information on Albury Office Park

skills in the property sector, employment of historically

and Market Square respectively.

disadvantaged employees remains challenging. We are,
however, committed to meeting the requirements of the

During the year, six office buildings were sold for a consideration of

Property Sector Transformation Charter, whenever possible.

R153,4 million and transferred out of the portfolio together with
two retail and three industrial properties for R77,5 million and

Training of staff is a priority, which often means that our

R35,5 million respectively. Further disposals of non-performing

employees have an opportunity to travel to foreign geographies

or potentially underperforming properties will take place over

to gain practical knowledge and experience from experts

the next 12 to 18 months. For detailed information on disposals,

employed by world-class real estate companies.

refer to page 32 of this Integrated Report.
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Chief Executive
Officer’s message continued

Governance. In line with good corporate governance and

outlining the greenhouse gas (“GHG”) inventory of the Fund’s

effective business ethics, Emira is currently reviewing its

operational activities for the period July 2010 to June 2011.

property management structures, seeking competitive prices

Based on the consultant’s recommendations, Emira will be

and diversification of services provided by its property

putting a strategy and targets in place during the coming

management provider and is undergoing a stringent tendering

financial year for an energy management programme,

process, the result of which will ensure the appointment of a

which will address electricity consumption and may include

service provider in the coming year.

industrial grade energy audits at some of the more energyintensive facilities.

In August 2012, the Social and Ethics Committee was
constituted to enhance the Fund’s oversight of key issues

Risk. I am glad to report that there have been no material

pertaining to the development and achievement of the Fund’s

deviations from the Fund’s risk tolerance, nor has there been

social and economic objectives.

any undue, unexpected or unusual risks taken by the executive
management of STREM. There were no material losses

Share buy-backs. In November 2011, the Board approved

suffered by the Fund and there are no circumstances that

the implementation of a PI repurchase programme, and at the

currently threaten the long-term sustainability of the Fund.

annual general meeting of the Fund this programme also
received the necessary support of Emira PI holders. In terms of

Stakeholder engagement

the programme, a portion of the proceeds from the sale of

Emira has a stakeholder-centric focus, with building long-term

properties is to be used to repurchase PIs in the open market,

relationships as its foundation. The STREM Board is responsible

which would be earnings enhancing to the Fund. By year-end,

for keeping all the Fund’s stakeholders informed and up to

Emira had repurchased 7 145 747 PIs in the open market at a

date on its policies, performance and practices and

cost of R86,5 million, an average of R12,11 per PI.

encouraged open discussions in an informal manner with
impromptu meetings held on request. For a more detailed

Geographical diversification. With the further depreciation

discussion with regard to stakeholder engagement, please

of the rand against the Australian dollar during the period,

refer to the table on page 10 of this Integrated Report.

good growth in distributions from GOZ and an additional
investment in July 2011, our Australian investment has a

King III

current value of R418,5 million (2011: R268,2 million) with

The Board and employees of STREM conduct the business of

income of R33,5 million, showing an increase of 24,2%

the Fund in an honest, responsible, fair and ethical manner.

year‑on‑year.

These values are embedded in all the Manager’s activities,
with the Fund’s firm commitment to and support of the King III

Environmental impact. The STREM Board of Directors

principles of good corporate governance. In addition, the

has recognised the importance of adopting sustainable

Charter of Corporate Governance which STREM has adopted,

environmental business practices to reduce the impact of

highlights these principles and sets up operational processes,

the Fund’s activities, despite the fact that we have a relatively

procedures and tools to institute, implement, monitor and

low impact on the environment. During the year under review,

control internal policies and procedures in furtherance of

the Fund engaged the services of an external third-party

effective compliance, risk management and corporate

consultancy to provide a detailed carbon footprint report

governance in general.
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Directorate

It does appear, however, that all sectors are stable and moving

Vuyisa Nkonyeni joined the Board as a Non-executive Director

in a positive direction, with the industrial sector leading the

on 24 August 2011 and Ulana van Biljon was appointed as an

way. Office and retail vacancies should improve with signs of

Executive Director on 10 February 2012. We welcome them

subdued growth. The downward rental reversions in certain

and look forward to their contribution to the Board.

portions of the portfolio are expected to result in muted
growth in gross income on a like-for-like basis. The Fund is

A special word of thanks is due to Warren Schultze, a

expected to continue to benefit from the favourable cost of

non‑executive director, who resigned on 20 August 2012. The

funding available by utilising the debt capital markets.

Board would like to thank Warren for his extremely valuable
contribution to the growth and success of Emira since the

Having strengthened STREM’s metrics, assets are expected to

Fund’s listing in November 2003.

perform better as a result of capital expenditure projects for
redevelopment or refurbishment. Disposals of underperforming

Post year-end events

properties will guide the Fund’s performance in a more

Two properties, namely Mutual Mews and 33 Heerengracht,

positive direction, while strategic acquisitions have bolstered

were sold and transferred subsequent to the financial

the portfolio. When compared to 2012, the coming year’s

year‑end for a combined value of R36,9 million.

outlook for distribution growth is optimistic.

On 16 August 2012, Emira issued R400 million worth of unsecured

Acknowledgements

three-month commercial paper, which was used to repay a

Without the dedication of the Emira Board, management team

portion of the R650 million commercial mortgage-backed

and employees, the Fund would not be positioned for growth.

securitisation, due for repayment in March 2013. This represented

I thank them for their ongoing commitment and I would also

a cost improvement for PI holders and a further diversification

like to thank the Fund’s tenants, shareholders, business

of the sources of funding utilised by the Fund.

partners,

suppliers

and

other

stakeholders

for

their

continuous support.

Outlook
While fundamentals will remain challenging, trading conditions
in the commercial property sector are expected to marginally
improve. Negotiations to retain tenants and to let vacant office
space will remain competitive. In addition, there will be
pressure on operating costs, including administered costs

James Templeton

such as power and municipal expenses as well as leasing

Chief Executive Officer

commissions.
Sandton
21 September 2012
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Manager’s report

South African commercial property
market overview

In addition to government tenants, those in the engineering,

When faced with current local and international market

have been performing well and have increased their demand

conditions, tenants and prospective tenants have hesitated

for space, particularly in the Pretoria area where the Fund is

and delayed their decisions on whether to conclude new

heavily exposed. For more information on top-level new leases

leases or renew existing ones. This has been a direct result of

and renewals, refer to the case study commencing on page 28

the unpredictability of their capacity to grow top-line earnings

of this Integrated Report.

mining, construction and infrastructure-related industries

and subsequent concentration on their operating costs.
Notwithstanding the downgrading of South African GDP
Europe remains South Africa’s largest trading partner, and with

forecasts, the industrial sector fundamentals have remained

overseas demand becoming sluggish, local exports decline

fairly strong due to the relatively limited supply and healthy

and local economic growth slows down. With global demand

demand for industrial space. PMI numbers have been on the

and GDP growth under pressure and interest rates being low,

decline but it is expected that the industrial sector will remain

local interest rates have also been reduced to stimulate

secure, with rentals on the increase, attributable to national

economic growth. This has benefited PI holders as yielding

industrial vacancies sitting at between 3% and 4%.

investments, such as property, have offered better returns
than investments in cash. International market conditions

SAPOA industrial vacancies

have also caused local currency depreciation, however, this

9

has been offset by the lower demand from Europe, resulting in

8

While local annual economic growth of 2% to 2,5% may not be
considered spectacular, it is satisfactory when compared to

7
Vacancy %

a limited impact on inflation.

6
5
4
3
2

global standards. It has not, however, precipitated in a

1

substantial take-up of space. When comparing local annual

0
Jan 09

economic growth of 2% to 2,5% to levels of new office supply
of around 5% to 7%, the potential exists for an oversupply
to develop.

Aug 09

Mar 10

Oct 10

Gauteng

KwaZulu-Natal

Western Cape

Total vacancies

May 11

Dec 11

It has been observed that local annual economic growth has

There has been reasonable demand for retail space from

been at the expense of job creation. This jobless growth,

national tenants, however line shops remain under pressure.

where businesses have refrained from hiring additional staff,

Retail vacancies are currently at the long-term average of

has translated into a lower demand for space. The public

between 5% and 6%. The Fund expects muted growth in this

service is the only sector currently substantially increasing its

sector for the 2013 financial year.

headcount, which has, in turn, assisted consumer spending in
remaining relatively buoyant. This has had a positive knock-on
effect in the retail sector. Industrial demand has remained
steady with lower levels of supply, which has benefited the
industrial market.
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The office sector remains a tenant’s market and downward

In 4Q12, Long Bond yields gradually compressed from 8,4% in

reversions are likely to be maintained in the coming year.

March 2012 to 7,9% in June 2012 with bond yields being at the

SAPOA vacancies have increased to just above 10%, and it is

lowest they have been since January 2009. Despite this, there

expected that the office market will be challenging with high

was a negative differential between the R186 and the listed

vacancy levels persisting.

property sector yield of 1,2% as at 30 June 2012. The average
differential between the R186 and the historic listed property
yield has been a positive 0,8% with a standard deviation of 1,9%

SAPOA office vacancies and new office supply

since 1998. This indicates that listed property is expensive on

m2
800 000

an historical basis.
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600 000
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Listed property was once again the best performing asset

Differential

2011
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6
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7
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2000

SA listed property sector

9

(0,50)
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Total vacancies

2006

Jun 11

Dec 11

Jun 10

Dec 10

Jun 09

Dec 09

Jun 08

Dec 08

Jun 07
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Jun 05

Total development

Dec 05

Jun 04
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Dec 02

4%
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0
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100 000
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300 000

R186 and yield differential

10%

2002

400 000

2001

500 000

Long Bond (R186)

class, yielding total returns of 26,1% from the PLSs and
19,9% from the PUTs over the 12-month period. The JSE
FINDI 30 Index trailed slightly behind with returns of 19,5%,
while Long Bonds and the All Share delivered returns of

Emira’s PI price performance and
JSE tradability

13,3% and 8,7% respectively.

For the year under review, Emira’s price of PIs declined from
1 333 cents to 1 275 cents, or negative 4,4% (2011: 8,5%

Over three years, the FINDI 30 was the best performing asset

increase). If the dividends paid out in September 2011 and

index with returns of 84,1%, followed by PLSs of 80,6%, PUTs

March 2012 totalling 112,12 cents, are added to the capital

of 68,7%, JSE All Share Index of 60,5% and lastly the R186

appreciation, total returns during the period for Emira PI

government bond of 32,9%.

holders amounted to 4,1%.

Total returns to 30 June 2012 (pre-tax) (%)

In the 12 months to 30 June 2012, 200,0 million PIs were traded

Period
3 months
6 months
12 months
36 months

All
Share FINDI 30
1,2
6,9
8,7
60,5

Source: Inet-Bridge

3,4
14,3
19,5
84,1

(2011: 158,9 million), equating to 40% of the average number
PLSs

PUTs

R186

11,8
21,4
26,1
80,6

6,5
11,0
19,9
68,7

5,5
8,3
13,3
32,9

of PIs in issue (2011: 31,5%). Emira is the seventh most traded
listed property fund out of the top funds on the JSE by value
with R2,5 billion traded in the 12-month period.

Portfolio exposure
At 30 June 2012, Emira’s portfolio consisted of 149 properties
(2011: 161 properties), with a total GLA of 1 169 268m2
(2011: 1 186 080m2), the value of which increased by 7,8%
(2011: 3,7%) during the year to R8,8 billion (2011: R8,2 billion),
translating into an average value of R59,2 million per property
(2011: R50,8 million).
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Manager’s report continued

Sector

Office

Year

Industrial

Total

2012

2011

2012

2011

2012

2011

2012

2011

69

73

38

40

42

48

149

161

707

716

1 204

1 194

237

237

2 148

2 147

R4,3bn

R3,9bn

R3,0bn

R2,9bn

R1,5bn

R1,4bn

R8,8bn

R8,2bn

449 283m2

443 802m2

379 741m2

387 455m2

340 244m2

354 823m2 1 169 268m2

1 186 080m2

R62,5m

R53,8m

R79,7m

R72,6m

R34,4m

R28m

R58,9m

R50,8m

8,8%

9,1%

7,8%

7,9%

8,7%

8,7%

8,4%

8,6%

Number of properties
Number of tenants
Rand value
Total GLA

Retail

Average value/property
Lease escalation by sector
(weighted average)

Property portfolio

At year-end, gross income, including disposals and acquisitions

The Fund applies strict policies when managing its property

(excluding the allowance for future rental escalations), was

portfolio. It is cautious in applying limits to the size of any

down by 1,6% to R541,6 million. Expenditure increased by

single investment in relation to the overall portfolio. It aims to

9,6% to R229,8 million and the net income for the office

ensure that the portfolio is let to a diversified mix of high

portfolio, including acquisitions and disposals before bad

quality tenants across a geographic spread, which limits its

debts, was down by 8,4% to R311,9 million. On a held basis,

exposure to any particular area. It further offsets exposure to

gross income was up 0,3% to R530,1 million and expenditure

risk by investing across the office, retail and industrial sectors.

grew by 14,2% to R225,2 million resulting in net income

Insurance cover with reputable insurers is taken out to

declining by 8,1% to R304,9 million.

adequately compensate the Fund should properties suffer
damage or destruction, or loss of rental income while the

The Fund is in the process of upgrading the quality of its

properties are being reinstated.

portfolio with the refurbishment of Albury Office Park (see the
case study on page 16) and 267 West, the redevelopment of

Office: As expected, given the fundamentals described earlier,

Podium at Menlyn and upgrading Lincolnwood and the

office has shown the weakest performance of all three sectors.

Braamfontein Centre. Going forward, the Fund will continue to

With a value of R4,3 billion (2011: R3,9 billion), this sector

focus on further redevelopment opportunities of well-located

comprises 49,2% of portfolio by value (2011: 48,0%) with

assets.

vacancies levels at 18,6% (2011: 18,4%) (17,9% adjusted)
compared to the overall vacancy rate of the Fund of 10,2%.

With the office market being extremely competitive, the Fund

Major vacancies are located at Podium at Menlyn (9 090m²),

actively incentivises tenants to remain in Emira buildings.

500 Smuts Drive (Oracle House) (5 922m²), Fleetway House

Being cognisant of the fact that tenant retention is of the

(5 663m²), Woodmead Office Park (4 854m²), Braamfontein

utmost importance, Emira negotiates with tenants, offering

Centre (6 550m²) and East Coast Radio House (1 355m²). The

allowances to upgrade their offices, where necessary, on the

2012 vacancy target was set at 17,1% with the 2013 target to

renewal of leases.

reduce office vacancies to 12,4% by year-end and a further net
leasing of 23 000m2. Office renewals were down 3,4% and new
office leases down 17,2% with an overall reversion down 8,6%.
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Retail: With a value of R3,0 billion (2011: R2,9 billion), this

Industrial: With a value of R1,5 billion (2011: R1,4 billion),

sector comprises 34,4% of the Fund’s portfolio by value with

this sector comprises 16,4% of portfolio by value with vacancy

vacancies decreasing from 7,5% in 2011 to 6,5% in 2012

levels down significantly from 7,2% at 30 June 2011 to 3,2% at

(5,5% adjusted) – comprising Worldwear Fashion Mall

30 June 2012. The major vacancies are located at Industrial

(5 739m²), Wonderpark Shopping Centre (2 640m²), Cresta

Village Kya Sands (2 219m²), Executive City (2 103m²), HBP

Corner (1 945m²) and Montana Value Centre (2 629m²). The

Business Unit (2 428m²) and Industrial Village Rustivia (1 603m²).

2012 vacancy target was set at 7,9% with the 2013 target to

The 2012 vacancy target was set at 3,6% with the 2013 target to

reduce retail vacancies to 4,6% by year-end and a further net

reduce industrial vacancies to 2,5% by year-end and a further net

leasing of 7 000m2. Retail renewals were up 1,9% and new

leasing of 2 500m2. Industrial renewals were up 6,9% and new

retail leases down 6,8% with an overall reversion of 2,0%.

industrial leases down 5,0% with an overall reversion up 1,9%.

This sector has seen line shops coming under pressure due to

While the value of the rand has impacted local manufacturing

the pullback in consumer spending, however, this was offset

and exports, the industrial portfolio is well diversified in terms

by the improving demand for space by national retail tenants.

of geographical spread and there is an opportunity for rentals
to be increased due to the low vacancy levels and demand for

At year-end, gross income, including disposals and acquisitions

industrial space.

(excluding the allowance for future rental escalations),
increased by 5,5% to R519,0 million. Expenditure was up 5,7%

At year-end, gross income, including disposals and acquisitions

to R223,3 million resulting in net income for the retail portfolio,

(excluding the allowance for future rental escalations)

including acquisitions and disposals before bad debts, to

increased by 4,4% to R199,2 million. Expenditure was up

increase by 5,4% to R295,7 million. On a held basis, gross

4,1% to R58,7 million resulting in net income for the industrial

income increased by 7,3% to R504,5 million and expenditure

portfolio, including acquisitions and disposals before bad

grew by 9,2% to R218,1 million with net income up by 5,9%

debts, increasing by 4,5% to R140,5 million. On a held basis,

to R286,4 million.

gross income increased by 9,1% to R196,4 million and
expenditure grew by 5,1% to R55,8 million with net income up

The transfer of Gift Acres out of the Fund has enhanced the

by 10,7% to R140,6 million.

quality of the retail portfolio together with the accepted offer
for Montana Value Centre. Upgrading costs disbursed for

Capital expenditure projects included R1,5 million spent on

Tramshed to accommodate the reshuffling of tenants, as well

repairs at Morgan Creek and R4,8 million at 20 Anvil Road in

as the redevelopment of the Audi showroom at Cresta Corner

Isando with the latter improvements securing the largest lease

and extension of the Virgin Active lease, have all played a role

for the financial year of 13 000m2.

in the portfolio’s improved performance.
Overall: The Fund aims to reduce overall vacancies to 7,6% by
Capital expenditure projects included Market Square in the

30 June 2013 from 10,2% currently. Overall reversions were

sum of R28,8 million to house national tenants Edgars and

down 3,2% on 293 000m2 year-on-year with office down 8,6%,

Clicks (see the case study on page 36), R4,8 million at Park

industrial up 1,9% and retail down 2,0%.

Boulevard to allow for a new Spar store and Lynnridge Mall in
the sum of R9,7 million to reconfigure tenants thus alleviating
the pressure of vacancies and repositioning the centre. The
Boskruin Shopping Centre extended its Woolworths store at a
cost of R9,5 million and accommodated line shops elsewhere
in the centre (see the case study on page 28). The Fund
received an approved plan for Kokstad Shopping Centre for
the extension of its Rhino and Pep stores and certain other
national tenants for R11,0 million.
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Manager’s report continued
Case study:

Attracting new tenants, retaining existing tenants
Waterkloof House

Boskruin
Shopping Centre

1 Medical Road

Lincolnwood
Office Park

Tenant:
South African
Revenue Service
Location:
Brooklyn,
Pretoria
Lease type:
Office
Duration of lease:
5 years
New/renewal:
New
GLA:
4 000m2

Tenant:
Woolworths
Location:
Boskruin,
Johannesburg
Lease type:
Retail
Duration of lease:
10 years
New/renewal:
Renewal
GLA:
1 311m2

Tenant:
Johnson & Johnson
Location:
Randjiespark Ext 41,
Midrand
Lease type:
Industrial
Duration of lease:
5 years
New/renewal:
New
GLA:
3 472m2

Tenant:
Altech
Location:
Woodmead,
Sandton
Lease type:
Office
Duration of lease:
5 years
New/renewal:
New
GLA:
2 400m2

Prior to the expiry of the Deloitte
lease in June 2012, the Manager
proactively secured a long-term
lease with SARS to take up the
entire lettable area of this
popular low-rise building, which
is well located in the heart of
the established Brooklyn
business node.

This anchor tenant wished to
service the demands of its
ever-increasing clientele base
and strengthen its turnover.
To accommodate these needs, the
Manager approved a capital
expenditure project in the sum of
R9,49 million to expand the
Woolworths store from an area of
806m2 to 1 311m2.

This international blue-chip
company has taken occupation of
the entire previously vacant
industrial property strategically
located close to the New Road Exit
in Midrand, with excellent visibility
from the N1 Highway. A five-year
lease was concluded with Johnson
& Johnson commencing on
1 September 2011, enhancing and
protecting income and growth in
distributions for the foreseeable
future.

In 2011, the Fund embarked on a
R2,6 million capital expenditure
project in an effort to refurbish the
property improving its appeal to
attract new long-term tenants.
Altech, a successful JSE-listed
company, has taken occupation of
approximately 25% of the total GLA
(10 911m2) for a term of five years,
commencing on 1 June 2012.
Vacancy levels for the Lincolnwood
Office Park have improved
significantly from 44% prior to the
lease being concluded to 22%.

STREM continuously strives
to secure new long-term
leases with high-quality tenants, like
SARS, thus protecting the Fund’s
income stream through dedicated
implementation of marketing
strategies, reducing the possibility
of vacancies and ensuring growth
for the future.

This project serves as a prime
example of how the Fund
implemented its strategy of retaining
top quality tenants. This expansion
has secured Woolworths’ ongoing
commitment for an additional seven
years, extending the lease to
10 years.
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Technohub

Universal Print House

RTT Continental

Aeroport – Grenco

Tenant:
Technology Integrated
Solutions
Location:
Corporate Park North,
Midrand
Lease type:
Industrial
Duration of lease:
5 years
New/renewal:
Renewal
GLA:
15 171m2

Tenant:
Universal Print
Location:
Briardene,
Durban North
Lease type:
Industrial
Duration of lease:
3 years
New/renewal:
Renewal
GLA:
12 945m2

Tenant:
RTT Group
Location:
Bardene,
Jet Park
Lease type:
Industrial
Duration of lease:
2 years
New/renewal:
Renewal
GLA:
12 921m2

Tenant:
Grenco (SA)
Location:
Spartan Ext 2,
Kempton Park
Lease type:
Industrial
Duration of lease:
18 months
New/renewal:
Renewal
GLA:
1 672m2

Implementing the strategy of
managing the lease expiry profile of
the portfolio and vacancies while
showing a willingness to negotiate
lease terms in order to retain quality
tenants, the Fund concluded an
early renewal of the lease with TIS
for a further period of three years,
extending the lease for an
additional five years.

Following the refurbishment
of these industrial premises, for a
total cost of R4,1 million during the
previous financial year, the Fund
was able to retain this valuable
long-standing tenant by securing
a renewal of the lease for a further
three-year period.

With the tenant occupying
the adjacent premises
(GLA of 46 673m2), it made good
business sense for the Fuel
Logistics Group to renew its lease
for these industrial premises
situated in Jet Park prior to its lease
expiring in October 2012 for an
additional two years.

Maintaining good long-term
relationships with all tenants,
providing professional and
innovative service are core
objectives of the Fund, which
are actioned by STREM. The
long-standing relationship with
Grenco (SA) has been extended
for 18 months years by an early
renewal of the lease for their
industrial premises located in
the heart of Kempton Park.
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Manager’s report continued

Capital expenditure projects – developments and refurbishments
The Fund, together with management, is continuously on the lookout for opportunities to add value to the Fund’s existing property
portfolio. These are typically well-located buildings that pose an opportunity for a refurbishment or extension. Incremental income
from existing or new tenants is able to provide a return on the capital invested by Emira.

Capital expenditure projects completed
Capital
consideration
R’000

Effective
date

33 600

30 Sep 11

Project

Sector

Location

Cresta Corner – new Audi dealership

Retail

Cresta

Spoor & Fisher – air conditioning system upgrade

Office

Centurion

2 762

31 Mar 12

267 West – major refurbishment

Office

Centurion

36 308

30 Sep 11

Tuinhof – new lifts installed

Office

Centurion

2 063

30 Oct 11

Tramshed – installation of Post Office

Retail

Pretoria CBD

2 520

31 Dec 11

Bank Forum – installation of new parking areas

Office

Pretoria

582

31 Dec 11

165 900

Podium at Menlyn – redevelopment of site

Office

Menlyn

Market Square – extensions for Edgars and Clicks

Retail

Plettenberg Bay

28 800

31 Mar 12

1 Jun 12

Albury Office Park – refurbishment and upgrade

Office

Hyde Park

19 100

30 Jun 12

Effective
date

Capital expenditure projects in progress

Project

Sector

Location

Capital
consideration
R’000

Strathmore Park – refurbishment of entrance
and foyer

Office

Musgrave

1 250

31 Oct 12

20 Anvil Road – installation of new tenant

Industrial

Isando

4 805

30 Sep 12

East Coast Radio House – refurbishment

Office

Umhlanga Rocks

10 056

31 Jul 13

Kokstad Shopping Centre – extension of Rhino
and PEP stores

Retail

Kokstad

10 960

31 Jul 12

Boskruin Shopping Centre – extension
of Woolworths

Retail

Bromhof

9 490

1 Aug 12

Braamfontein Centre – installation of new lifts

Office

Braamfontein

5 046

30 Mar 13

Braamfontein Centre – refurbishment
of public areas

Office

Braamfontein

11 734

30 Nov 12

Lincoln Wood Office Park – refurbishment of foyers

Office

Woodmead

3 058

31 Mar 12

Epsom Downs Office Park – refurbishment of
reception, toilets and parking

Office

Bryanston

2 877

31 Aug 12

Brooklyn Office Park – installation of parking

Office

Brooklyn

1 300

31 Aug 12

Morgan Creek – remedial work, retaining walls
and paving

Industrial

Pinetown

1 472

30 Jun 12

Southern Centre – extension to Wimpy and
medical units

Retail

Bloemfontein

4 575

31 Aug 12

Park Boulevard – installation of new Spar
and Tops stores

Retail

Durban North

4 800

31 Jul 12

Cresta Corner – upgrade of façade and offices

Retail

Cresta

5 937

30 Apr 12

Lynnridge Mall – reconfiguration of tenants

Retail

Lynnwood Ridge

9 700

31 Dec 12
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Acquisitions and disposals

During the period under review, 11 properties were transferred

Emira continues to actively evaluate acquisition opportunities

out of the Fund with a total value of R266,4 million. These

to extend its track record of sustainable distribution growth.

buildings were sold at an estimated forward yield of 9,2%

Emira acquired two A-grade office buildings during the period.

based on projected income, which included assumed take‑up

Corporate Park 66, which is a 13 566m² multi-tenanted office

of vacancies, and at a premium to book value. Two further

building situated in Centurion, Pretoria, was acquired on

properties, namely Mutual Mews and 33 Heerengracht, were

30 May 2012 at a cost of R214,0 million and an expected

sold and transferred subsequent to the financial year-end for

forward yield of 9,4%. Amadeus Place is a 2 800m² office

a combined value of R36,9 million.

building situated in the Turnberry Office Park, Bryanston, in
which Emira already owns an existing building. It was acquired

Midrand Business Park and Montana Value Centre have been

on 27 June 2012 at a cost of R40,5 million, at an expected

sold unconditionally, at a combined value of R99,0 million, a

forward yield of 9,6% and has taken the Fund’s exposure in

premium to book value, and will be transferred shortly.

this office park to R79,7 million. These acquisitions are in line
with the Fund’s policy of reducing its exposure to B-grade

In accordance with the Fund’s strategy to continually improve

office space and increasing the quality of its portfolio by buying

the quality of the portfolio, certain properties that have been

larger, high-quality properties.

underperforming or pose excessive risk to the Fund were
earmarked and approved by the Emira Board for disposal. With
this strategy in mind, the Board placed a further 14 non-core
properties, worth approximately R496,8 million, on the disposal
list. The disposal of these properties will significantly improve
the quality of the portfolio, reduce vacancies and allow
management to focus on larger buildings, with better income
growth prospects. The proceeds from the disposals will be
utilised for the Fund’s significant capital expenditure project
pipeline, acquisitions or, in the event that the returns are
sufficiently rewarding, PI repurchases.

Emira Integrated report 2012

About the Emira Property Fund

1 – 35

32
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Properties transferred out of Emira during the 12 months to June 2012

Property

Sector

Location

Georgian Place (Section 17)

Office

Kelvin, Gauteng

Crocker Road Industrial Park

Industrial

Flexitainer

GLA (m²)

Valuation
June 2011
(Rm)

Sale
price
(Rm)

Exit
yield Effective
(%) date

709

3,1

3,1

9,3

26 Jul 2011

Wadeville, Gauteng

9 882

22,0

22,0

11,6

25 Aug 2011

Industrial

Midrand, Gauteng

1 725

6,5

6,5

12,6

13 Oct 2011

Ciros House

Office

Sandton, Gauteng

1 803

9,7

9,7

13,3

19 Oct 2011

Umhlanga Centre

Retail

Umhlanga, KwaZuluNatal

5 816

35,7

37,5

8,9

15 Nov 2011

Dresdner House

Office

Sandton, Gauteng

886

11,2

11,2

4,5

1 Dec 2011

Hurlingham Office Park

Office

Hurlingham, Gauteng

16 206

113,3

113,3

9,3

8 Dec 2011

Linkview

Office

Randburg, Gauteng

1 496

7,3

7,3

11,3

8 Dec 2011

Century Gate

Office

Century City,
Western Cape

1 366

8,5

8,8

10,7

3 Feb 2012

Starsky House

Industrial

Kramerville, Gauteng

2 450

7,0

7,0

14,1

16 Mar 2012

Gift Acres

Retail

Lynnwood Ridge,
Pretoria

8 982

65,3

40,0

6,2

29 Mar 2012

266,4

9,2

Properties sold but not yet transferred out of Emira at June 2012

GLA (m²)

Valuation
June 2011
(Rm)

Sale
price
(Rm)

Effective/
Exit anticipated
yield effective
(%) date

Property

Sector

Location

Mutual Mews

Retail

Rivonia, Gauteng

1 596

12,0

11,9

11,9

31 Jul 2012

33 Heerengracht

Office

Cape Town CBD

6 744

19,2

25,0

(1,4)

3 Aug 2012

Midrand Business Park

Office

Midrand, Gauteng

13 420

52,2

49,0

10,9

31 Aug 2012

Montana Value Centre

Retail

Montana, Gauteng

9 717

39,2

50,0

6,3

135,9

7,0

A detailed breakdown of Emira Property Fund’s portfolio is disclosed on pages 95 to 106.

Sep 2012

267 West Avenue, Pretoria
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Valuations and net asset value

Case study:

Leading the pack – Emira
is the first CISP to invest
in an Australian REIT

Independent valuers value one-third of Emira’s portfolio at the end of every financial year,
with the directors valuing the balance. Investment properties increased by R636,5 million
made up of capital expenditure including capitalised interest of R701,3 million, less
disposals of R266,4 million, depreciation of R10,8 million and a net upward revision in
property values of R212,4 million.

Total portfolio movement
June
2012
(R’000)

Sector
Office
Retail
Industrial
Property under
development
In order to sustain its distribution growth
to PI holders, Emira has an ongoing focus to
enhance the quality of its property portfolio
through acquisitions and disposals as well as
refurbishments, upgrades and redevelopment
of specific properties. All investment decisions
are underpinned by Emira’s stringent
investment criteria, to ensure that yields are
optimised.
The Fund’s first offshore investment in
Australian listed REIT, GOZ, is strategically
important by virtue of the specific attributes
of the investment, namely the diversification,
by geography, tenants and currency, run by
a competent management team, located
in Melbourne.
In May 2010, Emira acquired an interest in GOZ
for a total consideration of AUD18,0 million
(R116,9 million). The investment represented
Emira’s first investment in an offshore
jurisdiction and the first time a CISP has invested
in an Australian REIT. This high-quality listed
Australian REIT is backed by extremely secure,
long-term leases with blue-chip tenants at a
higher yield than that which is achievable by
buying South African commercial property.
Emira increased its effective holdings to 6,3%
(23,8 million stapled securities) by following its
rights in two subsequent rights offerings in
September 2010 and July 2011 to the value of
R116,8 million and R61,1 million respectively.
This offshore investment will remain a small,
opportunistic portion of Emira’s portfolio, to
be realised in the medium to long term
as yields rerate to historic norms. The market
value of Emira’s investment in GOZ is
R418,5 million from a cost of R295,6 million
as at 30 June 2012, amounting to 41% capital
appreciation in two years.

3 884 752
3 027 980
1 446 640

R/m2

June
2011
(R’000)

R/m2

8 647
7 974
4 252

3 794 720
2 905 769
1 345 723

8 550
7 500
3 793

454 346

130 996

8 813 718

8 177 208

Difference Difference
(%)
(R’000)
2,4
4,2
7,5

90 032
122 211
100 917

246,8

323 350
636 510

Gearing and debt
One of the Fund’s strategic objectives is to apply gearing to the portfolio to the extent that
it enhances returns and is limited to 40% of total assets, while the CISCA prohibits property
unit trusts from gearing to levels in excess of 60%. Using the total assets as at June 2012 of
R9,3 billion, gearing increased substantially year-on-year in line with this strategy to 28% as
at 30 June 2012 (2011: 23,7%) through the acquisitions of Corobay Corner for R311,5 million,
Amadeus Place and Corporate Park 66, as mentioned above, and the financing for the total
redevelopment of Podium at Menlyn for R167 million. Such gearing levels are still considered
to be relatively low. Assuming the full facilities available are utilised to purchase properties,
Emira’s gearing would increase to 29,1%.
The Fund aims to have at least 75% of its borrowings fixed by way of interest rate swap
contracts. As at 30 June 2012, approximately 84,3% (2011: 92,7%) of total borrowing facilities
were at fixed rates for periods of between three and 12 years. As at 30 June 2012, the
weighted average cost of debt equated to 9,29%.
Weighted
average
rate (%)
Debt – swap
Debt – floating

9,73
6,89

Total

9,29

Less: Costs capitalised
not yet amortised
Per balance sheet

Weighted
average term
7 years, 1 month

Amount
(Rm)

% of
debt

2 216,6
413,8

84,3
15,7

2 630,4

100,0

(5,5)
2 624,9

Included in the graphs overleaf are swaps totalling R360 million, commencing 1 July 2011,
taken out in respect of committed capital expenditure for the Corobay Corner and Podium
at Menlyn developments.
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Facility expiry dates
(millions)

Case study:

Nov 12

Diversification of the Fund’s debt

400

Mar 13

250

May 14

250

Jun 14

500

Feb 15

200

Aug 15

500

Mar 19

700

600

500

400

300

200

100

0

666

CP Issue
EMI securitisation
Access bond
7th term loan

The CISCA prescribes gearing limits on collective investment schemes of 60%. With
effect from 15 September 2010, PI holders approved Emira’s gearing limit to be
increased from 30% to 40%.

Nedbank
DMTN notes
6th term loan

Emira makes use of prudent levels of gearing to enhance returns to PI holders. Based
on total assets of R9,4 billion at 30 June 2012 (2011: R8,6 billion), Emira could increase
its gearing levels to a maximum of R3,8 billion (2011: R3,4 billion), compared to
R2,6 billion or 28,0% at year-end (2011: R2,1 billion or 23,7%).

Swap expiry dates
(millions)
Jun/Sep/Nov 15

346

Mar/Jun/Sep/Dec 16

350

The fund has used a variety of sources of debt funding, with maturities staggered
over a period of seven years to reduce the risk to PI holders.

Sep 17/Mar/Nov 18

470

Apr 19/Mar/Nov 20

218

Jun/Sep 21

172

Jun 22

200

Jun 23

300

450

500

400

350

250

300

150

100

50

0

200

160

Jul/Dec 24

In 2009, Emira secured a long-term debt facility from Rand Merchant Bank (“RMB”),
for R666 million at favourable margins, due to the Fund’s solid credit rating, low
gearing and its long-standing relationship with the financial institution. The facility
enabled the Fund to enhance the quality of its portfolio by refurbishing existing
properties and to support growth by acquiring new assets, which met its
yield threshold.
In June 2011, Emira repaid the R500 million that it had raised in 2006 through the
Freestone Finance Series 1 commercial mortgage-backed securitisation by drawing
down on a new three-year R500 million-facility with RMB. This loan was repaid on
19 August 2011, using the proceeds of a new issue of four-year Domestic Medium
Term Notes (“DMTN”), which were successfully auctioned on 12 August 2011 at an
all-in base rate of 163 basis points. The RMB facility is being used to fund the Corobay
Corner and Podium at Menlyn projects, which are substantially complete.
The preference shares issued to Nedbank in the sum of R200 million, were redeemed
in February 2012 out of a new three-year facility granted by Nedbank at the three
month JIBAR plus a margin of 155 basis points.
In order to reduce the average interest rate payable, approval was given by the
Finance sub-committee for Emira to issue three-month commercial paper into
the market up to an amount of R400 million. An auction was held by RMB in
August 2012, where R400 million was raised at a margin of 25 basis points. The
funds were utilised to redeem part of the Emira securitisation of R650 million.
The remaining sum of R250 million has to be repaid by March 2013 and discussions
are being held with RMB to restructure this facility.
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Case study:

Market Square
Market value:

R147,5 million
Size:

13 425m2
New home for national anchor
tenants on long-term leases
The property
Market Square is a 13 425m2 neighbourhood shopping
centre situated on Beach Way, close to the N2 highway
in Plettenberg Bay and is home to major retailers,
Woolworths, Pick n Pay, CNA and Mr Price.
Having successfully expanded the Woolworths store to
1 907m2 in 2010, which resulted in an extension of their
lease to 10 years, the Fund has seen the benefit of
extending and upgrading this high-quality asset.

The opportunity
In late 2010, the opportunity arose to accommodate
both an Edgars and a Clicks store in this popular
nine-year-old centre, both committing to 10-year
leases. Clicks wished to move from its Main Street
location to open a full range store with a pharmacy,
while Edgars wanted to expand its geographical
footprint by opening its maiden store in
Plettenberg Bay.
The Board approved the two-phase yield enhancing
addition of extensions to accommodate Clicks and
Edgars combined with the non-yielding commitment
to improve the stormwater drain at a total cost of
R28 million.
The Clicks deal involved extending out into the parking
area adding an extra 394m2 and vacant space in the
centre was reduced when a few stores had to relocate
to create the Edgars area. Centre management and
security also migrated to the first floor. The central
staircase tower was demolished and the first floor slab
was extended to create a roof deck for Edgars adding
approximately 600m2 extra GLA below.
Loading and receiving areas were constructed for
Edgars with a dedicated goods hoist going down to
ground level. A new staircase and lift was installed
improving shopper access to the first floor level of
the centre.

The outcome
On completion, the Clicks and Edgars stores took
up space with total gross lettable areas of 695m2
and 1 677m2 respectively, which resulted in an
incremental yield of 7,2% when taking the stormwater
drain cost into account.
Income has been secured with key stores such as
Pick n Pay renewing their lease for a further five years,
and almost 50% of the centre’s total GLA being let
until 2020.
With the high quality tenants and visibility from the N2,
Market Square now dominates the Plettenberg Bay
area, being the main retail centre, with an increased
footfall thus minimising the threat of new development.
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Corporate
governance

Introduction

Compliance

The Board of Directors and employees of STREM strive to

At present, the compliance function ensures that STREM

manage the Fund in an honest, responsible, fair and ethical

complies with all legislation and anticipates the statutory

manner. These values are embedded in all of STREM’s

requirements of bills, regulations and registrar conditions. It

activities, with the Fund’s firm commitment to and support of

ensures that all processes and procedures – business,

the King III principles of good corporate governance. In

legislative and administrative – are implemented, monitored

addition, STREM has adopted a Charter of Corporate

and adhered to and that in ensuring that compliance is

Governance which highlights the relevant principles and sets

enforced, eliminates reputational risk, alerts the compliance

up firm operational processes, procedures and tools to

officer to aspects of non-compliance and endeavours to

institute, implement, monitor and control internal policies and

minimise potential financial loss.

procedures in furtherance of effective compliance, risk
management and corporate governance in general.

Particular attention has been given to the Consumer Protection
Act, which requires that consumers be protected when

King III

dealing with institutions. STREM is investigating all risks

The Fund complied with most of the King III recommendations

associated with this Act and its effects on the Fund.

in the year under review with the following exceptions: The
Chairman is not independent. The Company has however

Schedule 5(4) of the Companies Act provides that companies

appointed a lead independent director in terms of the JSE

must adapt their articles of association by filing an amended

Listings Requirements. Remuneration for the top three earning

memorandum of incorporation (“MOI”) within two years of

employees has not been disclosed due to the small size of the

the Companies Act having come into effect. To comply with

staff complement, the highly competitive market in which

this requirement, STREM intends amending its MOI before

STREM operates and the Board does not consider it

1 May 2013.

appropriate for privacy reasons. All employees are
remunerated in accordance with STREM’s remuneration

Risk management

policy, which is fair, reasonable and market related.

The responsibility for risk management resides with the Board.
The objective of risk management is to identify, assess,

Progress made during the year under review with regard to

manage and monitor risks to which the business is exposed.

previous King III non-compliance was as follows:
• Subsequent to year-end, in August 2012, the Social and
Ethics Committee was constituted.

Management is accountable to the Board for designing,
implementing and monitoring the process of risk management.

• The Risk Committee set levels of risk tolerance.

The Board, together with senior management, has set risk

• Key risks and a comprehensive risk register were quantified.

strategy policies. The risk management process has been

• Succession planning for the role of the Chairman and the

integrated with the day-to-day activities of STREM and the

CEO has been informally put in place, based on the nature

risk strategy incorporated into the language and culture of

and structure of the business.

STREM. The identification of key risks entails a systematic,

• An evaluation of the role of CEO has been finalised

documented assessment of the processes and outcomes

with set key performance indicators against which the

surrounding these risks and addresses the Fund’s exposure to

Board and Remuneration and Nominations Committee

physical and operational risks; human resource risks,

assess performance.

technology risks, business continuity and disaster recovery,
credit and market risks; and compliance risks. Detailed
information on risk management is provided on pages 11 to
13 of this Integrated Report.
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Board of Directors

While the Chairman is a non-executive director, he is not

Structure, composition and rotation

independent. The Board is of the view that Benedict van der

The Board acknowledges and embraces the responsibilities

Ross’s appointment is in the best interests of the Fund and

bestowed upon it by the Companies Act and King III and is

that his knowledge, expertise and experience outweigh the

fundamentally responsible for ensuring that the Fund’s

advantages of appointing an independent non-executive

strategy, risk, performance and sustainability are inseparable.

chairman at this time. His appointment does not negatively

It provides effective leadership based on an ethical foundation

affect the Board. Mitigating factors which should be considered

of transparency, accountability, fairness and responsibility.

are the appointments of a lead independent non-executive
director and three other independent non-executive directors.

STREM has a unitary Board structure and is committed to
building a diverse and suitably skilled Board. As at 30 June

The directors of STREM have a vast range of knowledge,

2012, the Board comprised 12 directors, four of whom are

expertise and experience in strategic, financial, commercial

independent non-executive directors, five are non-executive

and property activities and allows them to exercise

directors and three are executive directors. The Fund believes

independent judgement in Board decisions and deliberations.

that this is in line with best practice guidelines and represents

This representative set of skills and experience will benefit the

a balanced Board. The roles of Chairman and Chief Executive

Board as a whole in its oversight role.

Office are completely separated. The Board has a clear
division of responsibilities to ensure a balance of power and

The Fund has a formal and transparent policy with regard to

authorities such that no director has unfettered powers of

the appointment of directors to the Board of STREM. Generally,

decision making.

the directors of STREM are appointed at the discretion of
STREM shareholders and subject to the approval of the FSB.

The directors during the year under review were:

According to the articles of association of STREM, one-third of
the directors shall retire at the following annual general

Director

Designation

BJ van der Ross

Non-executive Chairman

BH Kent

Lead Independent
Non-executive Director

V Mahlangu

Independent
Non-executive Director

NE Makiwane

Independent
Non-executive Director

MSB Neser

Independent
Non-executive Director

V Nkonyeni@

Non-executive Director

14 February 2012 and subsequently announced his

MS Aitken

Non-executive Director

resignation on 20 August 2012, effective immediately.

W McCurrie

Non-executive Director

NL Sowazi^

Non-executive Director

The Fund ensures that new directors are provided with

WK Schultze#

Non-executive Director

training and they are directed to the courses run by the JSE

JWA Templeton

Chief Executive Officer

and Institute of Directors (“IOD”), at the Fund’s expense. In

PJ Thurling

Chief Financial Officer

addition, relevant new developments, including the Companies

Executive Director

Act, corporate governance and other relevant legislation, are

U van Biljon

+

Appointed on 24 August 2011
^ Resigned on 24 August 2011
# Resigned on 20 August 2012
+ Appointed on 10 February 2012
@

meeting of STREM and will be eligible for re-election.
Vuyisa Nkonyeni was appointed as an independent
non‑executive director with effect from 24 August 2011.
Nkululeko Sowazi resigned as non-executive director with
effect from 24 August 2011. Ulana van Biljon was appointed as
an executive director with effect from 10 February 2012.
Warren Schultze became a non-executive director on

communicated at Board meetings.

The detailed biographies of the Board are provided on pages
14 and 15 of this Integrated Report.
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Corporate
governance continued

Independence and performance of the Board

• to ensure that procedures are in place to monitor and

The Board will ensure that it has the expertise, independence

evaluate the implementation of strategies, policies,

and diversity it needs to function independently.

performance criteria for Executive Management (including
business partners) and business plans;

Independence of the Board from the management team will
be achieved by:
• maintaining a non-executive chairperson;

• to review and approve objectives, plans and actions,
including significant capital allocations and expenditure;
• to define its mission as representing the interests of the

• maintaining a majority of non-executive directors;

Fund and its stakeholders in perpetuating a successful

• the remuneration of the non-executive directors being

business that adheres to the vision and values of the Fund

unrelated to the financial performance of Emira; and
• all directors being entitled to seek independent professional
advice concerning the affairs of Emira at the Fund’s expense.

and creates long-term value for stakeholders;
• to be accountable and responsible to stakeholders for the
performance and affairs of the Fund;
• to appoint the Chief Executive, other Executive Directors

The Board sets the strategic objectives of the Fund and

and the Company Secretary and ensure that succession

determines the investment and performance criteria as

is planned;

well as being responsible for the proper management, control

• to ensure that the Fund complies with all relevant laws and

compliance and ethical behaviour of the business under

regulations and that it communicates with its stakeholders

its direction.

openly and with substance prevailing over form;
• to assess the key risk areas of the business on a regular basis

The performance of the Board and its committees is evaluated

and to determine the policies and processes necessary to

annually as part of the formal Board evaluation.

ensure the integrity of internal control and risk management
of the Fund;

Information requirements

• to develop the framework, policies and guidelines for safety,

It is vital that directors have sufficient information to enable

health and environmental management and other matters

them to make informed decisions. The Board continuously

relating to sustainability and to monitor KPIs in the field;

reviews the information requirements of directors to enable

• to define levels of materiality, reserving specific powers for

them to perform their duties and fulfil their obligations

itself and delegating other matters with written authority to

responsibly. All directors have access to the Fund’s records,
information, documents and property. Non-executive directors
also have unfettered access to management at any time.

Management; and
• to establish and set the terms of reference for the Board
Committees.

Directors are informed timeously of matters that will be
discussed at meetings and are provided with information

Company Secretary

packs relating thereto.

Martin Harris is the Fund’s Company Secretary. All directors
have unrestricted access to the advice and services of the

Board responsibilities

Company Secretary, who provides guidance to the Board as a

The Board operates under an approved Board Charter which

whole and to the individual directors with regard to how their

regulates the way business is conducted. The Board Charter

responsibilities are to be discharged.

sets out a clear division of responsibilities and accountability
of the Board members collectively and individually to ensure

The Company Secretary also oversees the induction and

an appropriate balance of power and authority.

ongoing training of directors. In consultation with the Chairman
and Chief Executive Officer, the Company Secretary ensures

In terms of the Board Charter the primary responsibilities of

that the annual Board plan is set and that the Board agendas

the Board are:

are relevant to Board decision making.

• to provide strategic direction to the Fund;
• to determine the Fund’s purpose, values and stakeholders

The Company Secretary is qualified to perform the duties in

relevant to its business and to develop strategies combining

accordance with the applicable legislation and is considered

all three elements;

by the Board to be fit and proper for the position.
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Board Committees
Delegation of authority

Risk Committee
Composition

To assist the Board in discharging its collective responsibilities,

The Committee comprises three independent non-executive

certain Board responsibilities have been delegated to the

directors. The Board nominates members of this Committee

Audit Committee, Risk Committee and Remuneration and

and its chairman. The chairman of the Audit Committee is also

Nominations Committee, where appropriate. Each committee

the chairman of this Committee. The Committee is further

acts within the ambit of clearly defined terms of reference

aided by the Chief Risk Officer, Peter Thurling, STREM’s Chief

approved by the Board.

Financial Officer, in executing its duties. The Committee met
four times during the year.

Board committees meet independently and provide detailed
feedback to the Board via their chairmen. All committee meetings

The Committee has an independent role, operating as an

are minuted and all directors can raise any questions arising from

overseer and a maker of recommendations to the Board for its

these minutes. The various chairmen have confirmed that the

consideration and final approval. The Committee does not

terms of reference have been materially complied with.

assume the functions of the management, which remain the
responsibility of the executive directors, officers and other

Audit Committee

members of senior management. The role of the Committee is

The Audit Committee members are:

to assist the Board to ensure that the Fund has implemented an

• Bryan Kent (chairman)

effective policy and plan for risk management that will enhance

• Nocawe Makiwane

the Fund’s ability to achieve its strategic objectives and the

• Vusumuzi Mahlangu

disclosure regarding risk is comprehensive, timely and relevant.
The Company Secretary is the secretary to this Committee.

The Committee members are all independent non-executive
directors and chaired by the Fund’s Lead Independent

The Risk Committee members are:

Non‑executive Director. The Committee met four times during

• Bryan Kent (chairman)

the year with the Fund’s executive management as well as

• Nocawe Makiwane

the executives responsible for finance, the compliance officer,

• Vusumuzi Mahlangu

external and internal auditors. The Company Secretary
attends all meetings as secretary to this Committee. A table

Responsibilities

can be found on page 42 referencing the attendance of

The Committee’s responsibilities are, inter alia:

committee meetings.

• Overseeing the development and annual review of a policy

The report of the Audit Committee, including more detail

• Monitoring implementation of the policy and plan for risk

on its responsibilities, is presented on page 45 of this

management taking place by means of risk management

and plan for risk management.

Integrated Report.

systems and processes.
• Making recommendations to the Board concerning the
levels of tolerance and appetite and monitoring that risks
are managed within the levels of tolerance and appetite as
approved by the Board.
• Overseeing that the risk management plan is widely
disseminated throughout the Company and integrated in
the day-to-day activities of the Company.
• Ensuring that risk management assessments are performed
on a continuous basis.
• Ensuring

that

frameworks

and

methodologies

are

implemented to increase the possibility of anticipating
unpredictable risks.
• Ensuring that management considers and implements
appropriate risk responses.
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Attendance at Board and Committee meetings

Director
Number of meetings held

Board

Audit
Committee

Risk
Committee

Remuneration and
Nomination
Committee

9

4

4

2

BJ van der Ross

9 of 9*

BH Kent

8 of 9

4 of 4*

4 of 4*

2 of 2

V Mahlangu

7 of 9

4 of 4

4 of 4

2 of 2

NE Makiwane

7 of 9

3 of 4

3 of 4

MSB Neser

9 of 9

V Nkonyeni@

5 of 8

MS Aitken

8 of 9

W McCurrie

2 of 2*

9 of 9

NL Sowazi

0 of 1

WK Schultze

7 of 9

4 of 4#

3 of 4#

JWA Templeton

9 of 9

4 of 4

#

4 of 4#

PJ Thurling

9 of 9

4 of 4#

4 of 4#

^

4 of 4

+

U van Biljon
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• Ensuring that continuous risk monitoring by management
takes place.
• Liaising closely with the Audit Committee to exchange
information relevant to risk.

management company. Any changes in the directorate have
to be approved by the FSB, in its capacity as the regulatory
authority

of

Collective

Investment

Schemes.

Since

September 2010, following the amendment of the service

• Expressing the Committee’s formal opinion to the Board

charge payable to STREM, this Committee has also

on the effectiveness of the system and process of risk

become involved in the remuneration of the executive

management.

directors and senior management as well as the awarding

• Reviewing reporting concerning risk management that is
to be included in the Integrated Report for it being timely,

of performance-related bonuses based on certain key
performance areas.

comprehensive and relevant.
The Committee has fulfilled its responsibilities during the year,
The Committee has fulfilled its responsibilities during the year,

complying with its legal, regulatory and other responsibilities.

complying with its legal, regulatory and other responsibilities.
The Remuneration Report is presented on page 48 of this

Remuneration and Nominations Committee

Integrated Report.

The Remuneration and Nominations Committee members are:
• Benedict van der Ross (chairman)

Social and Ethics Committee

• Bryan Kent

Composition

• Vusumuzi Mahlangu

The Social and Ethics Committee was constituted in
August 2012 to enhance the Group’s oversight of key issues,

The Committee comprises the Chairman of the Board of

including entrenching sustainability in the Fund’s long-term

Directors, who also chairs this Committee and two independent

strategy. The Committee comprises all members of the Board

non-executive directors. The Committee meets on an ad hoc

of Directors and is chaired by Ben van der Ross. The

basis as required and met twice during the year under review.

Committee will meet twice a year. The Company Secretary is

The Committee considers and recommends the remuneration

the secretary to this Committee.

payable to the non-executive and executive directors by the
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Responsibilities

Going concern

The committee’s responsibilities are, inter alia:

The going-concern basis has been adopted in preparing the

• Complying with the recommendations regarding corruption

financial statements. The directors have no reason to believe

released by the Organisation for Economic Co-operation

that the Fund will not be a going concern in the foreseeable

and Development.

future, based on forecasts and available cash resources. These

• Promoting ethical business conduct.

financial statements support the viability of the Fund.

• Critically reviewing the Fund’s compliance with prevailing
codes of best practice, considering the principles of the
United Nations Global Compact and human rights.

Accountability and effective internal
control processes

• Evaluating issues relating to corporate social investment,

The Board is responsible for the Fund’s system of internal and

stakeholder relations and the importance of promoting

operational control. The executive directors are charged with

Emira as a good corporate citizen, promoting equality and

the responsibility of ensuring that assets are protected, losses

non-discrimination.

arising from fraud and/or other illegal acts are minimised,

• Complying with the International Labour Organisation

systems operate effectively and all valid transactions are

Protocol on decent work and working conditions and

recorded properly. Internal auditors, who report to the

providing

Audit Committee, performed comprehensive reviews and

for

the

educational

development

of

the

Fund’s employees.

testing of the effectiveness of the internal control systems

• Appropriately addressing the capturing and collation
of

data

applicable

to

climate

change,

promoting

energy‑efficient initiatives.

in operation. The internal audit function coordinates with
other internal and external providers of assurance to
ensure proper coverage of financial, operational and

• Ensuring the production of an integrated report.

compliance controls.

A review of Emira’s sustainability initiatives for the financial

The Audit Committee has the cooperation of all directors,

year can be found on page 50 to 53 respectively, which details

management and staff and is satisfied that controls and

the Fund’s social and environmental initiatives.

systems within the Fund have been adhered to and, where
necessary, improved during the period under review.

Executive Committee
The Committee is constituted to assist the Chief Executive in

Information technology (“IT”) management

managing the Fund and is focused on formulating and

The Fund has outsourced its IT functions to its property

implementing the Fund’s strategies and policies. Subject

manager, Eris Property Group (Pty) Ltd. A representative of the

to matters reserved for decision by the Board, the Chief

Fund attends the Eris IT Steering Committee, with four

Executive’s authority in managing the Fund is unrestricted.

meetings held per annum, in order to ensure that the interests
of the Fund are taken into account. The IT Steering Committee’s

The Executive Committee comprises the three executive

duties and responsibilities have been defined in a charter,

directors and meets at least once a month.

which focuses on IT risk management, internal controls
relating to IT, updating of equipment and software, disaster
recovery sites and IT governance in general. Verbal feedback
on IT Steering Committee decisions is given to the Audit
Committee and minuted.
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Corporate
governance continued

Ethics performance

Liability insurance

Code of Ethics

STREM has liability insurance in place, which provides cover

The Fund’s ethical business practices are set out in the Code

for directors and prescribed officers against legal action by

of Ethics, which has been formally adopted and approved by

third parties.

the Board. Ethical business practices have also been included
in the terms of appointment of contract and service providers

Stakeholder communications

to the Fund.

STREM acknowledges its responsibility to society to report and
communicate in a manner that embraces greater transparency

The Fund’s Code of Ethics dictates that all actions must be

and

honourable, honest and advocates actively avoiding the

environmental issues and that it is the Board’s duty to present

accountability

regarding

economic,

social

and

possibility of a conflict of interest within specific areas of

a balanced and understandable assessment of the Company’s

competence. Employees are expected to act according to the

position in reporting to stakeholders.

highest personal and moral standards and are to demonstrate
respect for human dignity of all other people and are expected

STREM is committed to disclosing the nature and extent of its

to conduct personal affairs in a proper and responsible manner.

social, ethical, safety, health and environment practices as
well as organisational integrity, by reporting regularly to

In terms of the Code of Ethics, no issues of non-compliance,

stakeholders on the policies, procedures and systems in place

fines or prosecutions have been levied against the Fund or

to ensure, monitor, communicate and verify its compliance to

the Manager.

such practices as determined by the Board.

Directors’ dealings
The Board has adopted policies prohibiting dealings by
directors and certain other managers in periods immediately
preceding the announcement of its interim and year-end
financial results and at any other time deemed necessary by
the Board or as required in terms of the JSE regulations.
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Audit Committee’s
report

The Audit Committee is an independent statutory committee

Duties and responsibilities

appointed by the shareholders of STREM and such

The duties and responsibilities assigned to the Committee

appointments are reviewed and renewed annually at the

are to:

annual general meeting of STREM. The Committee has the

• Nominate for appointment as auditor of the Company a

cooperation of all directors, management and staff in order to

registered auditor, who is independent of Emira and STREM.

fulfil its functions.

• Determine the fees to be paid to the auditor and the

Terms of reference

• Ensure that the appointment of the auditor complies

auditor’s terms of engagement.
The Committee has adopted formal terms of reference that

with the provisions of the Companies Act and any other

have been approved by the Board and these terms of reference

legislation relating to the appointment of auditors.

are regularly reviewed and updated where necessary. The

• Determine the nature and extent of any non-audit services

Committee has executed its duties during the past financial

that the auditor may provide or that the auditor must not

year in accordance with these terms of reference.

provide to Emira and STREM.
• Pre-approve any proposed contract with the auditor for the

Membership
The Audit Committee members are:

provision of non-audit services to Emira and STREM.
• Review and approve the interim financial results and its

• Bryan Kent (chairman)

press release and the reviewed statement of financial

• Nocawe Makiwane

position and statement of comprehensive income of

• Vusumuzi Mahlangu

Emira with its relative press release for recommendation
to the Board.

The detailed biographies of these directors are provided

• Evaluate the quality of the financial information produced

on pages 14 and 15 of this Integrated Report. The Committee

to ensure the integrity of reporting and to ensure that

members are all independent non-executive directors and

measures necessary, in the committee’s opinion, are

chaired by the Fund’s Lead Independent Non-executive Director.

introduced to enhance the integrity of such reporting.
• Annually review the insurance cover affected by Emira to

Meetings

ascertain its sufficiency, scope and costs.

The Committee met four times during the year with the Fund’s

• Receive and evaluate reports from STREM on significant

executive management as well as the executives responsible

breakdowns and/or potential areas in the risk management

for finance, the compliance officer, external and internal

and assessment process, including the Disaster Recovery

auditors. The Company Secretary attends all meeting as

Plan.

secretary to this Committee. A table can be found on page 42
referencing the attendance of committee meetings.

• Consider the audit plans for the external and internal
auditors to ensure completeness of coverage, reduction of
duplicate effort and the effective use of audit resources.

Role

• Consider any significant findings and recommendations of

The Committee’s primary objective is to assist the Board in

the external and internal auditors as well as the adequacy

evaluating the adequacy and efficiency of the internal control

of corrective actions taken in response to these findings.

systems, accounting practices, information systems and

• Promote communication by and provide an open avenue of

auditing processes applied within day-to-day management of

communication between the external and internal auditors,

its business by a collective investment scheme. This includes
facilitating and promoting communication regarding the

and the committee.
• Evaluate the independence and effectiveness of the internal

matters referred to above or any other related matter

auditors.

between the Board of Directors and the external auditor and

• Encourage

and,

where

appropriate,

approve

the

Internal Audit and introducing such measures that in the

development of codes of ethical conduct and receive

Committee’s opinion, may serve to enhance the creditability

reports from internal audit of significant contraventions

and objectivity of the financial statements and reports
prepared with reference to the affairs of STREM and Emira.

thereof.
• Review the effectiveness of STREM’s systems of internal
control.
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Audit Committee’s
report continued

• Evaluate and ensure Emira and/or STREM’s compliance

Independence of external auditors

with statutes/regulations governing the business of Emira

The Committee is satisfied that PricewaterhouseCoopers Inc.

and/or STREM.

is independent of the Fund, as set out in section 94(8) of the

• Ensure that any matters, which have come to its notice,

Companies Act, after taking the following factors into account:

which may significantly affect the financial position or

• Representations made by PricewaterhouseCoopers Inc. to

affairs, are reported to the Board.
• Ensure Emira’s adherence to accounting standards
and policies.
• Evaluate the adequacy and effectiveness of Emira’s accounting
practices, information systems and audit processes.

the Committee.
• The auditor does not, except as external auditor, receive any
remuneration or other benefit from the Fund.
• The auditor’s independence was not prejudiced as a result
of any previous appointment as auditor.

• Perform other functions determined by the Board including

• The criteria specified for independence by the Independent

the development and implementation of a policy and plan

Regulatory Board or auditors and international regulatory

for a systematic, disciplined approach to evaluate and

bodies.

improve the effectiveness of risk management, control and
governance processes within the Fund.
• Monitor any corrective actions to be taken in terms of
its Charter.

To date the external auditor has not performed any non-audit
services apart from supervising the vote by PI holders on the
changes to the Trust Deed in 2010, an exchange control audit

• Receive and deal appropriately with any complaints

report and a report in respect of the issue of commercial

(whether from within or outside the organisation) relating

paper. Should further services be required in the future,

either to the accounting practices and internal audit of

appropriate principles will be considered.

the Company or to the content or auditing of its financial
statements, the internal financial controls of the Company,

In addition, the Committee in consultation with STREM, agreed

or to any related matter.

to the letter of engagement, audit plan and budgeted audit
fees for the 2012 year.

The Committee has fulfilled its responsibilities, as mentioned
above, during the year under review, complying with its legal,

The Committee has nominated, for reappointment at the

regulatory and other responsibilities which was confirmed

annual general meeting, PricewaterhouseCoopers Inc. as

by strict mapping process undertaken by the internal

auditors of the Fund and N Mtetwa as the individual designated

audit function.

auditor of the Fund for the 2013 financial year. The committee
has satisfied itself that the audit firm and designated auditor are

The Committee has considered and satisfied itself of the
expertise and experience of Peter Thurling, the Chief Financial
Officer and Financial Director, and has considered and further
satisfied itself of the appropriateness of the expertise and
adequacy of resources of the finance function and experience
of senior members of management responsible for the
financial function. A more in-depth discussion on how certain
responsibilities were met follows hereunder.
The Board assigned no additional responsibilities to the
Audit Committee.

accredited as such on the JSE list of auditors and their advisors.
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Internal control

Oversight of risk management

The Board is responsible for the Fund’s system of internal

The Committee is integral to the Fund’s risk management

financial and operational control. The executive directors are

process. Emira’s Chief Risk Officer reports directly to the

charged with the responsibility of ensuring that assets are

Committee, and all risk identification, measurement and

protected, systems operate effectively and all valid

management is addressed through these channels. A risk

transactions are recorded properly. Internal auditors, who

management plan, risk register and risk policy were presented

report to the Audit Committee, performed comprehensive

to and considered by the committee during the year.

reviews and testing of the effectiveness of the internal control
systems. The internal audit function coordinates with other

Integrated Report

internal and external providers of assurance to ensure proper

Following the review by the Committee of the annual financial

coverage of financial, operational and compliance controls.

statements of Emira Property Fund for the year ended

Based on the results of these reviews, information and

30 June 2012, the Committee is of the view that in all material

explanations given by management and discussions with the

respects they comply with the relevant provisions of the Act

external auditors on the results of their audit, the committee

and IFRS.

is satisfied that the Fund’s system of internal controls operated
effectively in the year under review.

The Committee has also satisfied itself of the integrity of the
remainder of the Integrated Report. Having achieved its

Internal audit

objectives, the Committee has recommended the Integrated

The Committee is responsible for ensuring that the Fund’s

Report for the year ended 30 June 2012 for approval to the

internal audit function is independent and has the necessary

Board. The Board has subsequently approved the Integrated

resources, standing and authority in the Fund to discharge its

Report, which will be open for discussion at the forthcoming

duties. The Chief Audit Executive is responsible for regularly

annual general meeting.

reporting the findings of internal audit to the Committee.
Furthermore, the Committee oversees cooperation between

On behalf of the Audit Committee

the internal and external auditors, and serves as a link
between the Board of Directors and these functions.
Due to the fact that the internal audit function has been
outsourced to Eris Properties (Pty) Ltd and undertaken by

Bryan Kent

Grant Thornton, as of February 2012, the Audit Committee has

Chairman

not considered nor recommended an internal audit charter for
approval by the Board, however, the scope of the mandate

Sandton

given to Grant Thornton with regard to the internal audit, was

21 September 2012

reviewed and approved by the Board.
The Committee conducts an assessment of the performance
of the internal audit function on an annual basis. The
Committee is also responsible for assessing the performance
of the internal audit function.
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Remuneration
report

Introduction
Emira via its management company, STREM, which is approved

Remuneration policies – guaranteed package
and variable pay

by the Registrar of Collective Investment Schemes, comprises

It is the policy of STREM to ensure employees are rewarded for

a small team of 12 members of staff including executive

their contribution and aims to pay its employees’ market-

management, asset and fund managers and support staff.

related remuneration according to industry, market and
country benchmarks. The remuneration comprises three

Up to 14 September 2010, STREM received a management fee

components, namely the guaranteed package, variable pay

equal to 0,5% of the total market capitalisation of the Fund,

and the phantom share scheme distributions.

calculated monthly on the average daily closing price of the
Fund as recorded by the JSE Ltd, plus total long-term

Guaranteed remuneration is based on industry surveys and a

borrowings. With effect from 15 September 2010, the monthly

comparison with Emira’s listed peers, while variable

service fee in respect of the administration of the Fund is

remuneration in the form of an incentive bonus is based on

equal to the actual operating costs incurred by the Manager in

the individual’s achievement of set KPIs and performance, as

administering the Fund. Accordingly, STREM no longer profits

well as that of the Fund. Such incentive bonuses are paid

from administering the Fund but only recovers its actual costs.

annually in August.

It was compensated with a cancellation payment amounting
to R197,4 million, of which R68,3 million was deferred to

The strategic objectives of the Fund’s remuneration policies

1 October 2011. Fees paid for the period amounted to

are aimed at optimising income growth and distributions,

R18,1 million (2011: R20,1 million).

while employing and retaining high-calibre staff.

The property management function in respect of the property

The intention is for remuneration of staff to be above industry

portfolio has been outsourced to Eris Property Group (Pty) Ltd.

averages, dependent on above-average performance by the

Property management fees and commissions paid for the

Fund. The directors of STREM are remunerated from the

period were R58,0 million (2011: R59,5 million).

management fee payable by the Fund.

Remuneration and Nominations Committee
The Committee comprises the Chairman of the Board of

Special variable incentives
(phantom PI scheme)

Directors, who also chairs this Committee together with two

Following the changes in the manner in which the Fund was

independent non-executive directors. The Committee meets

to be administered in September 2010, STREM was in a

on an ad hoc basis as required and met twice during the year

position to put a PI scheme in place. STREM has notionally

under review as can be seen from the table found on page 42

allocated R30 million worth of PIs for the benefit of all staff,

of this Integrated Report. The Committee is responsible for the

and all employees have taken up the opportunity to participate.

evaluation and approval of the Broad remuneration strategy
of STREM.

A phantom PI scheme was set up which exactly replicated the
buying of PIs with loaned funds: notional PIs were issued, with

The Remuneration and Nominations Committee members are:

notional loans at notional rates being serviced and reduced by

• Benedict van der Ross (chairman)

distributions.

• Bryan Kent
• Vusumuzi Mahlangu

The scheme has a three-to-five-year vesting period, which
commenced on 15 September 2010, and allows staff to
exercise their rights within three months after its expiry in
September 2015 and receive bonuses derived from the
difference between the PI price and the value of the debt.
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Dilution

Non-executive directors’ fees

The cost of options purchased to hedge Emira’s exposure in

The Remuneration and Nominations Committee undertakes

terms of the phantom share scheme will be amortised over

governance of directors’ remuneration. The annual fee

the duration of the scheme, amounting to R4,3 million over

comprises a base retainer fee and where applicable a

the five-year period. The fair value of the option as at

Committee membership fee plus meeting attendance fees.

30 June 2012, was R3,6 million.

Hourly fees are also paid to Non-executive Directors for any
ad hoc work that may be required of them.

Service contracts and terms of appointment
Executive directors are employees of STREM and have

The Fund pays for all travel and accommodation expenses

standard terms and conditions of employment. They do not

incurred by Directors to attend Board and Committee meetings

receive any special remuneration or other benefits for their

and visits to Fund operations. Details of the emoluments paid

additional duties as directors. None of the executive directors

to Non-executive Directors in 2012 are given in note 11

has an employment contract with a notice period longer than

commencing on page 116 in the Annual Financial Statements.

one month or special termination benefits and there is no
restraint of trade in place.

On behalf of the Remuneration and Nominations Committee

Non-executive directors do not have employment contracts
with the Company.

Executive remuneration
Details of the remuneration paid to executive directors in 2012

Ben van der Ross

are given in note 11 commencing on page 115 in the annual

Chairman

financial statements of STREM. Remuneration for the top three
earning employees has not been disclosed due to the small

Sandton

size of the staff complement and the highly competitive

21 September 2012

market in which STREM operates, neither does the Board
consider it appropriate for privacy reasons.
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Social
review

Health and safety

Market Square:

To ensure the health and safety of all its stakeholders, the

• Hosted 12 charities, including schools baking pancakes at

Fund ensures that its health and safety policy complies with

the Centre on the last Saturday of every month, to raise

the Occupational Health and Safety Act, No 85 of 1993, and

funds for their beneficiaries.

other relevant legislation, regulations and codes of practice for

• Held the annual Christmas wrapping for charity, where the

South Africa. Employees attend regular health and safety

Centre purchased all the wrap, tape and ribbons for eight

training courses and international best practice is applied

charities that wrap gifts at two different sites in the Centre

to ensure that work-related incidents and injuries are kept to

during the week before Christmas.

the minimum.

• Ran the “Gift of the Giving Campaign” in December 2011
allocating a collection information day to CANSA, WP Blood,

Eris, the Fund’s current property manager, strives to

Organ Donor Foundation, Sunflower Fund Foundation and

continuously improve on its occupational health and safety

My School Card.

progress, which is monitored and reported on to the STREM
Board of Directors on a regular basis.

• The annual Plettenberg Bay Animal Welfare Society
collection drive was held during the week preceding the
annual Whale Bike Rally that comes to Plettenberg Bay. The

The Fund has implemented evacuation drill procedures at all

bikers also added to the collection of animal food which

of its properties and employees are educated on how to

was handed over when all the bikers rode into the Centre

identify potential hazards and instructed on how to avoid and

after the outride. This year, eight trollies full of food and

deal with any crisis.

blankets were collected.

Tenants are given an Occupational Health and Safety Manual

Wonderpark Shopping Centre:

and “House Rule” guide and are constantly reminded of their

• Hosted a book drive challenge during June/July 2011, to

occupational health and safety responsibilities.

collect books for underprivileged children and old-age
centres within the community. A total of 722 children’s books

Social initiatives

were collected and distributed to the Pre-Primary School in

Emira has an extensive retail portfolio with shopping centres

Pretoria West, Hasie se Holte Daycare Centre, Inter Trauma

that run corporate social initiatives within the local community

Nexus in Shoshanguve where 456 novels were distributed

throughout the year. What follows are the initiatives undertaken

to the residents at Sonskyn Centre in the Pretoria CBD.

by several centres within the Emira stable:

• The Centre celebrated Christmas 2011 with “Toyfull Toys
Collection” initiative encouraging the shoppers and the

Randridge Mall:

community to donate any old or new toys for charity. A

• Hosted the annual Cansa Shavathon and raised R30 008,00.

total of 912 toys were collected, with 630 donated by the

• The Mall in association with the Honeydew Police Station,

public. Barter deals were done with Reggies for toys to

hosted a successful Carols by Candlelight in December

the value of R6 000 and with Verimark for toys to the value

2011. Police awareness and community involvement was

R7 000. Reggies sponsored wrapping paper worth R3 500

the main focus, to build a better community for all to live in.

making the total sponsorships received R16 500. With

Local underprivileged school Kings College also joined in the

these sponsorships a further 282 new toys were bought. A

fun with beautiful singing and festive celebrations.

total of 420 toys, including 138 toys from the public, were

• The Educare Foundation, one of the Mall’s regular charities,
launched a mobile library that travels to disadvantaged

distributed to schools, charity organisations and children’s
homes in the surrounding communities.

schools, homes and orphanages. The Mall donated all its

• The “Doggylicious food and blanket drive” promotion took

old Christmas trees, Santa Clauses and baubles to this

place in April/May 2012. A set-up was done in the Pick n

worthy foundation, brightening up the festive season for the

Pay Court, which consisted of two big dog bowls, where

beneficiary orphanages.

customers could donate food or blankets. A similar set-up
was done in the Game Court, consisting of two big dog
cushions. Cash donations to the value of R3 216,25 and
doggy products worth R3 800 were collected.
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Little acts of kindness go a long way
In August 2011, Wonderpark
Shopping Centre implemented
the Wonderpark Cares
Calendar, an initiative that
takes non-commercialised
commemorative calendar
days and celebrates them by
giving back to the community.
The following days were
celebrated during this period:

2011:
11 August 2011: Play in the
Sand Day
This was the first of the
Wonderpark Cares initiatives
where sandpit toys and
sand were donated to an
underprivileged day-care
centre in the community.
24 September 2011: National
Braai Day
The Centre, in conjunction
with Builders Express, hosted
a potjiekos competition to
collect money for Huis Gideon,
a house of safety for girls from
the ages of six to 16 years.
5 October 2011: World
Teachers Day
On this day the Centre
saluted and celebrated the
educators and mentors in
the community who make
positive impacts in the lives
of the children they care for.
Goodie bags, which included
cold drinks, chocolates, chips
and sweets with branded
Wonderpark T-shirts, were
handed out to say thank you
to the schools that assisted
the Centre in the past with its
community projects.

26 November 2011: National
Birding Day
The Centre donated R1 000
towards food and medical care
for injured birds.
3 December 2011: World
Disabled Day
The aim for this day was
to lend a helping hand to
disabled customers at the
Centre. Seven students
were booked and formed
part of the helpful assistants
for the day. The students
wore brightly coloured pink
Wonderpark T-shirts, making
them recognisable and were
situated in the Centre to assist
our disabled customers.

2012:
4 January 2012: Louise Braille
Day
Wonderpark sponsored a
golden retriever puppy to
be trained as a guide dog.
R10 000 was donated to the
S.A. Guide Dogs’ for Willow
Wonder’s training.
6 February 2012: Monopoly
Board Game Day
The Centre wanted to make
a difference in a child’s life
by handing out eight sets of
Monopoly Board Games to
the children of Hasie in Holte
Day Care Centre in Danville,
Pretoria West. The sets were
bought at Reggies, one of
the Centre’s tenants, with
the money received from the
February oldies get-together at
a cost of R720,00.

22 March 2012: World Water
Day
World Water Day was
celebrated by handing out
bottled water to schools and
orphanages in the community
to raise awareness about
water conservation among
the children. On 22 March
330 bottles of water branded
“Water Bottles” were
distributed to the children of
Luvuyo Orphanage, Bambanani
Community Organisation,
Genadeplaas, Suikerbekkies
and Dwergieland Pre-Primary
Schools and Mercy Day
Care Centre.
23 April 2012: International
Sing out Day
This day was celebrated by
having a musical puppet
show at two schools in the
community, namely Smiley
Kids Dorandia and Hope
Warriors Children’s. Rika
Haasbroek from Rabbit Pants
was contacted and two shows
were arranged.
	By making a small difference
each month the Centre
achieved the following:
– 11 charity organisations
were visited and assisted.
– Six pre-primary schools were
visited and assisted.
– 1 000 kids were visited and
treated.
– 60 school teachers were
visited and treated.
– Six organisations were
assisted.
– Donations to the total value
of R31 995 were made.
– Total publicity spend of
R13 873,30 was contributed.
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Social
review continued

Lynnridge Mall:

• The Santa Post Box campaign ran from 10 November till

• Hosted the Lynnridge Ladies Morning with Hannon Bothma

10 December during which period the Centre managed to

in October 2011 and raised R7 000 in aid of Hospice. The

collect 130 letters from customers with different written

event took place inside the old Standard Bank premises

requests to Santa. The Centre wanted to give back to its

pampering the ladies with makeover tips.

customers and thank them for remaining loyal to the Centre

• Fun was had at the Lynnridge Mall when it played host to

throughout the years. Every person who wrote a letter

the annual Wine And Dine in October 2011. A total of R5 000

received a gift. This campaign was made possible with

was raised in aid of The Jacaranda Children’s Home.

the help and contributions from the Centre’s tenants who

• Held the annual Mr and Miss SPCA in November 2011. The

donated gifts to the value of R3 850 together with clothes

event was held in collaboration with Vogue Models and Alto

and toys. The Centre spent R7 023 towards the purchasing

Boutique and raised R6 000 for the SPCA on the day.

of additional gifts with the total sponsorship amounting

• In November 2011 the Mall hosted the annual Sungardens

to R10 873.

Hospice Fete. For this event, the Mall decided to spread the

• World AIDS Day: Know your status “Be a Hero and Bring

different exhibitor categories through the centre and placed

HIV/AIDS Down to Zero” was organised when Quagga

them in the current vacant stores. The different stores were

Centre joined forces with Pretoria West Hospital to raise

divided into Toys, White Elephant, Electrical, Plants and

awareness for HIV/AIDS on 1 December 2011. Customers

Books and contained interesting products at tremendous

were encouraged to take the HIV/AIDS tests and were also

specials. By assisting with this project the Mall helped raise

given free Viral Sciences check-ups which included high

R500 000 in aid of the Sungarden Hospice Fund.

blood pressure scans, weight checks and diabetes tests.

• The Lynnridge Mall & Record Run/Walk In support of Hospice

All customers were given goodie bags which included a

Association Gauteng, took place in March 2012. Having

branded wrist-band, a female and a male condom, and for

formed a partnership with a charity organisation, the Mall

the younger shoppers a branded Quagga Centre Yoyo.

managed to receive R300 000 worth of free publicity for the

• Quagga Centre hosted a Bonitas Health Awareness

Road Race and Lynnridge Mall from the Rekord Newspaper,

campaign in June 2012, which was self-funded. Customers

Radio 94.7 and 702 Talk Radio. A total of R60 000 was raised

were treated with free Viral Sciences tests such as high

with the entries all in aid of Hospice Pretoria East.

blood pressure scans, cholesterol, diabetes and the BMI.
In addition, free flu shots and vitamin C pills were given to

Quagga Centre:

shoppers. HIV/AIDS tests were administered for those who

• Hosted four dentists and six brand ambassadors in August

wanted to get tested. Customers who were diagnosed with

2011 for the Colgate Awareness Campaign, to educate and

high blood pressure, diabetes and/or cholesterol were given

check the teeth of shoppers for a day. Each customer’s teeth

referral letters to the nearest hospital for further check-ups.

were checked and were advised on which products to use
in order to maintain and improve their oral care. Younger

Home Centre (Durban):

shoppers were given samples of Colgate toothpaste suitable

• In June/July 2011, the Centre adopted two local shelters

for their teeth. This was a self-funding initiative.

(Youth for Christ and eSiphiwe Transitional Home for Babies)

• The Quagga Cuties Club celebrated its fourth birthday in

and went on a “Bring a Blanket & Bundles of Joy” drive to

September 2011 with an event held at the Pick n Pay Court

collect blankets and baby products/clothes. It dedicated its

aimed at children from disadvantaged homes. The children

67 minutes to serving the community’s less fortunate as

were given the complimentary opportunity to meet, greet

Madiba’s birthday coincided with the handover of blankets

and take a picture with either Barbie or Spiderman and

and other much-needed goods collected. Compressed Air

had their faces painted while they waited their turn. The

Equipment (Umgeni Business Park) and Soukop Property

children enjoyed cup cakes and party packs. Total donation

Group (Hillcrest) both made large donations of blankets and

of R39 000,00 was contributed for the day.

other items.
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• For the 2011 Movember, The Home Centre got into the spirit

• Achieving a change in the racial and gender composition

of things with its moustache campaign. Promoters were

of ownership, control and management within the

based at the Centre every Saturday throughout the month

property sector.

of November– handing out flyers and creating awareness
about the national Movember campaign and cancers

The Fund’s empowerment credentials were verified by

specific to men. CANSA was also on-site to raise donations

BEESCORE during the year and Emira was rated as a Level 7

throughout the month.

Contributor in terms of the Department of Trade and Industry’s

• The Centre offered shoppers an exciting service of

Codes of Good Practice. During 2011, the entities set targets

schoolbook wrapping and, while shoppers did not need to

and started monitoring progress towards these targets in

pay for this service, donations were encouraged. In February

order to improve their performance on each aspect of the

2012, the Agency and Centre Management, along with

B-BBEE scorecard.

a representative from READ Educational Trust, attended
the handover of over 150 books and 1 010 branded THC

Emira’s B-BBEE holding is 12,2% and its shareholders include

stationery packs to a needy school, Zeph Dlomo Secondary

the following:

School, in Kwa-Mashu. The Centre also purchased
1 000 branded red stationery packs for donation.

Kagiso Tiso Holdings (Pty) Ltd (RF)

• The Home Centre hosted the CANSA Shavathon in

Kagiso Tiso Holdings (Pty) Ltd (RF) (“KTH”) was formed in

March 2012. To encourage shoppers to get their hair

July 2011 through the merger of two leading black-owned and

shaved, sprayed or stencilled, the Centre provided all-day

managed companies, Kagiso Trust Investments (Pty) Ltd and

entertainment including free candy floss and pop.

the Tiso Group Ltd. KTH has a gross asset value in excess of
R13 billion, which gives it the capacity to develop robust

Other centres:

investment platforms in key growth areas. The diverse asset

• The Colony Centre hosted a Christmas lunch for the

base allows for strategic consolidation and participation in

Johannesburg Children’s Welfare in December 2011.

more meaningful transactions. KTH focuses on investing in

• Dundee Boulevard held the SPCA gift-wrapping over

businesses that produce sustainable and strong cash flows

December 2011 with money and food donated to the SPCA.

and deliver consistent growth in capital value and dividends
to shareholders.

Transformation
Emira

considers

the

empowerment

of

historically

The Shalamuka Foundation

disadvantaged South Africans to be a business imperative and

Having formed in 2006, the Shalamuka Foundation

is essential to good corporate citizenship. As a result, the Fund

(“Shalamuka”) is a trust focusing on the creation of sustainable

has started implementing changes in accordance with the

long-term funding for the Penreach Whole School Development

Property Sector Transformation Charter, which was gazetted

Programme (“Penreach”). Its inclusion as a BEE PI holder in the

in July 2012.

Emira Property Fund creates sustainable long-term support
and funding for the Penreach school-based outreach

The STREM Board acknowledges that B-BBEE shareholding in

programme. For further information with regard to Shalamuka,

the Fund is an important step towards achieving the targets as

refer to page 54.

set out in the Charter and these fundamental principles form
part of the Board’s transformation agenda, viz:
• Transferring ownership of land to people who were
previously denied access to land through discriminatory
policy and legislation.
• Empowering historically disadvantaged individuals in order
to redress the imbalances of the past.
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Social
review continued

Avuka Investments (Pty) Ltd

Community involvement

Avuka Investments (Pty) Ltd (“Avuka”) is a black-controlled

Emira believes education is of primary importance to ensure a

company established in 2005 and is wholly owned by the

better future for all South Africans. Shalamuka, one of the

following women:

Fund’s B-BBEE PI holders, is the funding medium for

• Dr Lulu Gwagwa, a former Deputy Director-General in the

the Penreach Whole School Development Programme.

Department of Public Works and a non-executive director

Penreach is a non-profit in-service education development

on the boards of several JSE-listed companies.

programme that improves the teaching skills of qualified and

• Nocawe Makiwane, a non-executive director on the
STREM Board.

unqualified educators and their schools in Mpumalanga and
the surrounding areas. It has resulted in the upliftment of local

• Nhlanhla Mjoli Mncube, the CEO of Mjoli Development

communities through improvement in education and quality

Company and a non-executive director on the boards of

of schools. Established in the early 1990s, the Penreach

several JSE-listed companies.

programme is the largest of its kind in the world.

The RMBP Broad-Based Empowerment Trust

Penreach focuses on the development of quality teaching and

In terms of the existing contracts between Emira, STREM and

learning outcomes, as well as providing leadership

Eris, all asset and property management functions are

development in schools. The mission statement of Penreach is

currently outsourced to STREM and Eris Property Group

“to improve the quality and accessibility of education in

respectively. Eris, a Level 5 Contributor, employs approximately

underresourced schools in black rural communities”. Its goal

113 black individuals, many of whom are responsible for the

is to provide skills training to teachers and ultimately help

administration of the Fund and the day-to-day management of

schools to teach young people the necessary skills to become

properties owned by Emira. The PIs issued in terms of the

well-balanced, productive adults.

B-BBEE transaction have been, and will be, utilised to retain
and incentivise existing black employees and to attract future

Beneficiaries include pre-primary and primary school

black executives.

educators, high school educators (with focus on mathematics,
physical science and English development), school governing

Ben van der Ross

bodies, school management teams, mathematics and physical

Ben van der Ross is the Chairman of STREM. Ben also

science learners, early childhood development educators

serves on the boards of FirstRand, Naspers, MMI Holdings,

attending Level 4 National Qualifications Framework courses

Distell, Lewis Stores, Pick n Pay, and on those of various

and principals.

unlisted companies.
The Shalamuka trustees are respected members of the
business community and offer their services on a voluntary
basis. Shalamuka is 100% compliant as a broad-based
organisation in accordance with the Department of Trade and
Industry Codes and has Empowerdex certification, with 85% of
the trustees being black South Africans and 71% of which are
black women.
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Environmental
review

Environmental management

The building sector is a significant contributor to depletion of

While the Fund is classified as having a low environmental

natural resources and is a major cause of GHG emissions, air

impact, the STREM Board of Directors has recognised the

and water pollution, solid waste, deforestation, toxic waste,

importance of adopting sustainable environmental business

health hazards and other negative consequences. Green

practices to reduce the impact of the Fund’s activities. The

buildings have demonstrated that they significantly reduce

Emira Green Building Policy defines the Fund’s actions to

these impacts and achieve many other benefits when

manage its impacts and an environmental committee was

compared to conventional buildings.

established to manage and monitor these initiatives.
For the Fund, these potential benefits include:
The vision of this policy is to create a significant improvement

• Avoided capital costs (e.g. reduced infrastructure costs,

in how new, refurbished and existing buildings that are owned

reduced material use, saving in construction waste disposal

by Emira perform over their entire life cycle from an
environmental, energy and economic perspective.

and downsized mechanical equipment).
• Reduced operating costs (e.g. lower energy costs, lower
water and sewerage charges, greater durability and fewer

The Fund recognises its responsibility to protect the interests

repairs, reduced cleaning and maintenance, reduced cost to

of all its stakeholders, and the objectives of the Fund are

reconfigure office space and relocate workers, and reduced

to conform to its stringent requirements for transparency,

waste generation).

while operating profitably and remaining accountable to the

• Other economic benefits (e.g. increased property value,

broader community which it serves and respecting the

easier employee recruiting, positive public image and

natural environment.

generation of new economic development opportunities).

Specific goals are to:

To tackle these issues the fund is committed to implementing

• create a common and consistent framework for green

a measurement of carbon emissions, and energy and water

building standards across all properties within the portfolio;

use across the business. The Fund addresses climate change

• take better care of the environment in which the Fund

by creating and managing more environmentally sensitive

operates – including identifying and responding to risks and

developments that will be of enduring value to customers,

opportunities associated with climate change;

tenants and business partners as well as investors.

• minimise the negative environmental impacts associated
with building site selection, construction, refurbishment,

Emira will continue to improve its data collection to enable it

operation, maintenance, repair and demolition without

to measure its emissions footprint, and assess the outcome of

impairing the intended use of the function of the building;

any energy-reduction initiatives. The impacts and outcomes

• reduce overall expenditure through improved building

generated by this policy will be assessed on an ongoing basis

performance;

by STREM and adjusted when necessary after consultation

• lower GHG emissions from buildings by improving energy

with the Board. Furthermore, collaboration with business

efficiency and expanding the use of clean renewable energy;

partners will be done to ensure that the necessary skills, tools

• capitalise on other benefits often achieved by green

and awareness are developed to ensure that this policy is

buildings such as healthier, more productive indoor

effectively implemented.

environments and improved asset value;
• create economic opportunities by stimulating demand for
green building products and services; and
• encourage tenants, through constant communication,
to adopt more environmentally friendly practices in their
own businesses.
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Environmental
review continued

Carbon footprint

is designed to address risk management and imminent

The Carbon Disclosure Project (“CDP”) is an international

carbon regulation, reduce operating costs and increase

voluntary disclosure programme run by an independent not-

revenue while enhancing the reputation of the Fund, building

for-profit organisation holding the largest database on GHG

trust and resulting in a greater retention of tenants and better

emissions and climate change response actions by business.

attraction of new tenants.

The JSE Top 100 companies are invited to submit data and
The report scope included the Fund’s head office in Sandton,

Emira participated for the second consecutive year.

80 Strand in Cape Town (50% owned) and all 161 Emira-owned
During the year under review, the Fund engaged the services

properties in Gauteng, Western Cape, Eastern Cape, Free State

of an external third-party consultancy to provide a detailed

and KwaZulu-Natal, across the retail, office and industrial

carbon footprint report outlining the GHG inventory of the

sectors. Only fugitive emissions, electricity and water were

Fund’s operational activities for the period July 2010 to

included in this initial assessment for the 161 owned

June 2011. They developed a framework for sustainability that

properties.

Emira’s total emissions
Tonnes CO2e
Head
office

Office
sector

Retail
sector

Industrial
sector

Total

% of
total

Fugitive emissions (Kyoto gases)

–

–

–

–

16,90

0,01

Other direct

Fugitive emissions

–

–

–

–

1 164,74

0,52

Scope 2

Electricity

–

20 925,56 221 690,68

98,07

Scope 3

Electricity (leased assets)
Business travel
Water
Paper
Employee commute

1 772,90
25,80
4,98
0,53
17,17

Total tonnes CO2e

1 821,37
0,81%

Percentage of total

0,78
0,01
0,61
0,00
0,01

21 208,39 226 064,79

100,00

50,87%

9,38%

100,00%

120 000

Market Square

4 500

Worldwear

5 000

The Tramshed

5 500

Lynnridge Mall and Mews

5 500

Epsom Downs

6 000

Southern Sentrum

7 000

Knightbridge Manor

7 500

Randridge Mall

9 000

Quagga Centre

12 000

Wonderpark

23 000

MWhs

Gauteng

Western Cape

Free State

25 000

Gauteng
KwaZulu-Natal
Western Cape
Free State
Eastern Cape

100 000

80 000

60 000

40 000

20 000

0

24 000

Tonnes Co2e

86 847,39 115 006,00
38,42%

1 772,90
25,80
1 376,08
0,53
17,17

–
–
282,84
–
–

20 000

116 000

Industrial

–
–
682,30
–
–

15 000

85 000

Retail

–
–
405,97
–
–

Top ten electricity consumers

Emissions from electricity and water
consumption per sector and region
Office

86 441,43 114 323,70

10 000

Scope 1

5 000

Source

0

Scope
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Intensity emissions are a measure against which Emira can be

Based on the consultant’s recommendations, Emira will be

benchmarked and/or benchmark itself in future. Intensities for

putting a strategy and targets in place during the coming

Emira’s three sectors are shown below:

financial year for an energy management programme, which
will address electricity consumption and may include industrial

GLA Number of
(1 000m2) properties

Sector
Office
Retail
Industrial
Total

Turnover
(R’million)

439,96
386,52
354,82

73
40
48

–
–
–

1 181,30

161

1 232,91

grade energy audits at some of the more energy-intensive
facilities. An effective data management system is also being
considered which will ensure a more accurate footprint, with
specific regard to electricity due to it being the largest
emission source.

Other environmental initiatives

Sector

Tonnes
CO2e
(Scope 1,
Other
Direct
and
Scope 2

Office
Retail
Industrial
Total

At many of the Fund’s retail shopping centres, recycling is
carried out. Epsom Downs Shopping Centre has a glass bank

Tonnes
CO2e/
1 000m2

Tonnes
CO2e/
Number
of
properties

Tonnes
CO2e/
R’million
turnover

86 970,63
114 620,92
21 273,52

197,68
296,55
59,96

1 191,38
2 795,63
443,20

–
–
–

222 865,07

188,66

1 375,71

180,76

on site, which is used by local residents to recycle bottles and
other glass. Wonderpark Shopping Centre has an extensive
recycling initiative and has also installed composters on its
premises to recycle its organic waste into compost for its
gardens. The Colony Centre has three glass bottle recycle bins
and will also be looking into recycling of paper. Dundee
Boulevard changed all the light bulbs in the centre to energysaving globes and it hosted the Department of Agriculture and
environmental affairs exhibit.

The Scope 1, Other Direct and Scope 2 emissions for each
sector were largely made up of Scope 2 (electricity) emissions,
with the emissions from air conditioning gas refills making up
a very small percentage. Head Office was excluded from the
above because it is a leased property, and, as such, all
emissions are Scope 3.
The consultants concluded that Emira’s operations had a total
of 226 064,79 tonnes of carbon dioxide equivalent (CO2e) with
electricity consumption (Scope 2) accounting for 98,07% of
total emissions, and the top 10 contributors accounting for
39,16% thereof. The retail sector was responsible for 50,87% of
total measured emissions and was the most energy-intensive
sector with an average energy intensity of 287,16kWh/m2/year.
The majority of the most energy-intensive properties are in the
Gauteng region.
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Statement of
directors’ responsibilities

The directors of STREM are responsible for the preparation, integrity, and fair presentation of the financial statements of the Fund. The financial
statements presented on pages 62 to 106 have been prepared in accordance with International Financial Reporting Standards (“IFRS”), and include
amounts based on judgements and estimates made by management.
The directors consider that in preparing the financial statements they have used the most appropriate accounting policies, consistently applied and
supported by reasonable and prudent judgements and estimates, and that all standards of International Financial Reporting Standards that they
consider to be applicable have been followed.
The directors are satisfied that the information contained in the financial statements fairly presents the results of operations for the year and the
financial position of the Fund at year-end. The directors also prepared the other information included in the report and are responsible for both its
accuracy and its consistency with the financial statements.
The directors have responsibility for ensuring that accounting records are kept. The accounting records should disclose with reasonable accuracy the
financial position of the Fund to enable the directors to ensure that the financial statements comply with the relevant legislation.
The Fund operated in a well-established control environment, which is well documented and regularly reviewed. This incorporates risk management
and internal control procedures, which are designed to provide reasonable, but not absolute, assurance that assets are safeguarded and the risks
facing the business, are being controlled.
The going-concern basis has been adopted in preparing the financial statements. The directors have no reason to believe that the Fund will not be a
going concern in the foreseeable future, based on forecasts and available cash resources. These financial statements support the viability of the Fund.
The Fund’s external auditor, PricewaterhouseCoopers Incorporated, audited the financial statements, and their report is presented on page 61.

BJ van der Ross
Chairman

JWA Templeton
Chief Executive Officer

Approval of annual financial statements
The annual financial statements of the Fund, incorporating statutorily required information in respect of the Fund, for the year ended 30 June 2012 set
out on pages 62 to 106 were approved by the Board of Directors of STREM on 21 September 2012 and are signed on its behalf by:

						

BJ van der Ross
Chairman

JWA Templeton
Chief Executive Officer

Report of the trustees
for the year ended 30 June 2012

In terms of section 70(I)(f) of the Collective Investment Schemes Control Act, No 45 of 2002

To the participatory interest holders of Emira Property Fund
During the period as set out above during which the Collective Investment Schemes Control Act, No 45 of 2002 has been in effect the Trust has been
administered in accordance with:
(i) The limitations imposed on the investment and borrowing powers of the Manager by the Act; and
(ii) The provisions of the Act and the Deed.

Absa Bank Limited
Trustee
Johannesburg
7 September 2012
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Report of the
independent auditor

Independent auditor’s report to the participatory interest holders of Emira Property Fund
We have audited the consolidated and separate financial statements of Emira Property Fund set out on pages 62 to 106, which comprise the
statements of financial position as at 30 June 2012, and the statements of comprehensive income, statements of changes in equity and statements
of cash flows for the year then ended, and the notes, comprising a summary of significant accounting policies and other explanatory information.

Directors’ responsibility for the financial statements
Strategic Real Estate Managers (Pty) Ltd’s directors are responsible for the preparation and fair presentation of these consolidated and separate
financial statements in accordance with International Financial Reporting Standards and the requirements of the Collective Investment Schemes
Control Act, and for such internal control as the directors determine is necessary to enable the preparation of consolidated and separate financial
statements that are free from material misstatements, whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on these consolidated and separate financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the consolidated and separate financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the consolidated and separate financial
position of Emira Property Fund as at 30 June 2012, and its consolidated and separate financial performance and its consolidated and separate cash
flows for the year then ended in accordance with International Financial Reporting Standards and the requirements of the Collective Investment
Schemes Control Act.

Other reports
As part of our audit of the consolidated and separate financial statements for the year ended 30 June 2012, we have read the Manager’s Report, the
Corporate Governance Report and the Audit Committee’s Report for the purpose of identifying whether there are material inconsistencies between
these reports and the audited consolidated and separate financial statements. These reports are the responsibility of the respective preparers. Based
on reading these reports we have not identified material inconsistencies between these reports and the audited consolidated and separate financial
statements. However, we have not audited these reports and accordingly do not express an opinion on these reports.

PricewaterhouseCoopers Inc.
Director: N Mtetwa
Registered Auditor
Sunninghill
21 September 2012
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Statements of
comprehensive income
for the year ended 30 June 2012

FUND

GROUP

2011
R’000

2012
R’000

871 117

905 379

Revenue

655 754
217 762
(2 399)

664 622
240 866
(109)

Operating lease rental income from investment properties
Recoveries of operating costs from tenants
Allowance for future rental escalations

22 373
(315 361)
(8 418)

33 522
(346 711)
–

(129 150)
(45 045)
(7 670)

(68 250)
(53 310)
(8 563)

387 846
12 240

462 067
198 363

Operating profit

(23 374)

109 235

2 399
1 639

109
(1 777)

Notes

1 253 379

1 223 960
952 907
280 004
(8 951)

33 522
(475 141)
–

22 373
(444 230)
(8 418)

(68 250)
(66 764)
(10 757)

(129 150)
(57 013)
(9 805)

Net fair value adjustments

665 989
307 127

597 717
125 165

Net fair value gain/(deficit) on investment properties

218 242

89 551

Income from listed property investment
Property expenses
Management expenses
Payment in respect of amendment to existing service charge
arrangement
Administration expenses
Depreciation

110 903

35 614

89 128

Revaluation of derivative financial instrument relating to share
appreciation rights scheme
Unrealised gain on fair valuation of listed property investment

400 086
55 102

660 430
(115 718)

170 014

191 384

Finance income

161 075
4 832

187 156
4 228

Debenture interest received from subsidiary
Interest received
Claw-back of distribution in respect of participatory interests
issued cum distribution

8

4

8
9

11

Profit before finance costs
Net finance (costs)/income

6 408
(587)

8 951
3 117

212 421

77 483

(243)
89 128

–
35 614

973 116
(325 175)

722 882
(162 892)

5 274

10 205

5 274

6 098

–

4 107

(114 912)

(307 102)

Finance costs

(330 449)

(173 097)

(123 098)
4 115

(188 830)
26 168

4 071

(144 440)

Interest paid and amortised borrowing costs
Interest capitalised to the cost of developments
Preference share dividends paid
Unrealised (deficit)/surplus on revaluation of interest-rate swaps

(208 205)
26 168
(6 849)
(141 563)

(168 106)
4 115
(11 895)
2 789

647 941
(68 669)

559 990
(18 269)

SA normal taxation
Deferred taxation

(9 796)
(58 188)

(322)
(16 758)

– Revaluation of investment properties
– Other timing differences including allowance for future rental
escalations

(53 201)

(12 100)

(4 987)

(4 658)

(685)

(1 189)

4 107

455 188

–

2011
R’000

948 049
311 738
(6 408)

Change in fair value as a result of straight-lining lease rentals
Change in fair value as a result of amortising upfront lease costs
Change in fair value as a result of property appreciation/
(depreciation) in value

(27 412)

2012
R’000

544 712

Profit before income tax charge
Income tax charge

4
5

STC on preference share dividends paid
455 188

544 712

Profit for the year

579 272

541 721

455 188

544 712

Attributable to Emira equity holders
Attributable to non-controlling interests

581 037
(1 765)

541 721
–

455 188

544 712

579 272

541 721

455 188

544 712

581 037
(1 765)

541 721
–

455 188

544 712

579 272

541 721

114,30

107,42

Total comprehensive income
Attributable to Emira equity holders
Attributable to non-controlling interests
Earnings per participatory interest (cents)

6
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Statements of
financial position
as at 30 June 2012

FUND

GROUP

2011
R’000

2012
R’000

7 284 937

8 011 833

Non-current assets

5 153 715
41 165
112 535
22 753

5 894 790
35 277
110 609
24 175

Investment properties
Fixtures and fittings
Allowance for future rental escalations
Unamortised upfront lease costs

5 330 168
1 686 534
268 235

6 064 851
1 528 523
418 459

Fair value of investment properties
Subsidiary companies
Listed property investment
Derivative financial instrument
Deferred taxation

165 618

102 909

78 810
86 808

89 099
13 810

477 181

453 147

7 927 736

8 567 889

Total assets

5 577 274
1 350 748

5 478 085
1 902 135

Participatory interest holders’ capital and reserves
Non-current liabilities

1 350 748

1 775 521
126 614

Interest-bearing debt
Derivative financial instruments
Deferred taxation

999 714

1 187 669

Current liabilities

500 000
166 179
37 314
296 221

650 000
197 687
55 140
284 842

7 927 736

8 567 889

2012
R’000

2011
R’000

8 603 145

7 622 477

7 964 234
42 636
140 296
33 855

7 123 666
50 842
147 089
32 557

8 181 021

7 354 154

418 459
3 665
–

268 235
–
88

126 504

190 433

12
13

104 316
22 188

95 921
94 512

7

632 697

823 054

9 362 346

8 635 964

14, 15

5 775 221
2 317 506

5 839 850
1 508 621

16
19
17

1 974 919
126 614
215 973

1 350 748
–
157 873

1 269 619

1 287 493

650 000
265 616
69 161
284 842

700 000
237 060
54 212
296 221

9 362 346

8 635 964

Notes

Assets
7
7
8
9
10
11
19

Current assets
Accounts receivable
Cash and cash equivalents
Non-current assets held-for-sale

Equity and liabilities

Short-term portion of interest-bearing debt
Accounts payable
Derivative financial instruments
Distribution payable to participatory interest holders
Total equity and liabilities

16
18
19
20
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Statements of
cash flows
for the year ended 30 June 2012

FUND
2011
R’000

GROUP
2012
R’000

Notes

2012
R’000

2011
R’000

Cash flows from operating activities
514 270
170 014
(123 098)

558 431
191 384
(188 830)

(129 150)
4 628
(554 826)

(68 250)
–
(568 750)

(118 162)

(76 015)

(268 123)
(16 245)
16 567
33
(437 401)
(117 582)

(632 380)
(8 116)
58 284
71
158 011
(61 096)

Acquisition of and additions to investment properties
Additions to fixtures and fittings
Proceeds on disposal of investment properties
Proceeds on disposal of fixtures and fittings
Loan to subsidiary
Acquisition of investment in listed property fund
Cash balance in subsidiary

(822 751)

(485 226)

Net cash utilised in investing activities

244 442
–
757 681
–

–
(86 530)
574 773
–

Participatory interests issued
Participatory interests repurchased
Interest-bearing debt raised
Interest-bearing debt repaid
Derivative acquired in respect of share appreciation rights scheme

488 243

Net cash generated from financing activities

61 210
25 598

(72 998)
86 808

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

86 808

13 810

Cash and cash equivalents at the end of the year

Cash generated from operations
Finance income
Interest paid
Preference share dividends paid
Taxation paid
Payment in respect of amendment to existing service charge arrangement
Pre-acquisition income on stapled securities acquired
Distribution to participatory interest holders

770 266
5 274
(208 205)
(6 849)
(9 770)
(68 250)
–
(568 750)

738 265
10 205
(168 106)
(11 895)
(1 267)
(129 150)
4 628
(554 826)

(86 284)

(112 146)

(663 387)
(11 690)
263 840
2 560

(278 820)
(18 965)
75 117
183

(61 096)
–

(117 582)
2 517

(469 773)

(337 550)

–
(86 530)
1 274 171
(700 000)
(3 908)

244 442
–
259 085
–
–

483 733

503 527

13

(72 324)
94 512

53 831
40 681

13

22 188

94 512

20

20

20

Net cash utilised in operating activities

Cash flows from investing activities
7
7
7
7
10
11

Cash flows from financing activities

1 002 123

14
14
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Statements of
changes in equity
for the year ended 30 June 2012

GROUP
Participatory
interest
R’000
2011
Balance at 1 July 2010
Participatory interests issued
Non-controlling interest in subsidiary acquired
Total comprehensive income for the year
Distribution to participatory interest holders
Transfer from fair value reserve (net of deferred taxation)
(Refer note 15)
Balance at 30 June 2011

3 511 484
244 442

Other
reserve
R’000

Noncontrolling
interest
R’000

Retained
earnings
R’000

2 214 744

(98 262)

–

(1 345)

(34 961)
3 755 926

3 669 396

Total
R’000

541 721
(576 693)

5 626 621
244 442
3 759
541 721
(576 693)

34 961

–

3 759

2012
Balance at 1 July 2011
3 755 926
Participatory interests repurchased
(86 530)
Total comprehensive income/(loss) for the year
Distribution to participatory interest holders
Transfer to fair value reserve (net of deferred taxation)
(Refer note 15)
Balance at 30 June 2012

Fair value
reserve
R’000

2 179 783

(98 262)

3 759

(1 356)

5 839 850

2 179 783

(98 262)

3 759

(1 356)

5 839 850
(86 530)
579 272
(557 371)

(1 765)

23 597
2 203 380

(98 262)

1 994

581 037
(557 371)
(23 597)

–

(1 287)

5 775 221

Fund
Participatory
interest
R’000
2011
Balance at 1 July 2010
Participatory interests issued
Total comprehensive income for the year
Distribution to participatory interest holders
Transfer from fair value reserve (net of deferred taxation) (Refer note 15)
Balance at 30 June 2011
2012
Balance at 1 July 2011
Participatory interests repurchased
Total comprehensive income for the year
Distribution to participatory interest holders
Transfer from fair value reserve (net of deferred taxation) (Refer note 15)
Balance at 30 June 2012

3 511 484
244 442

Fair value
reserve
R’000

Other
reserve
R’000

Retained
earnings
R’000

2 042 626

(98 262)

(1 511)

(121 505)

Total
R’000

455 188
(576 693)
121 505

5 454 337
244 442
455 188
(576 693)
–

3 755 926

1 921 121

(98 262)

(1 511)

5 577 274

3 755 926
(86 530)

1 921 121

(98 262)

(1 511)

5 577 274
(86 530)
544 712
(557 371)
–

544 712
(557 371)
12 659

(12 659)
3 669 396

1 908 462

(98 262)

(1 511)

5 478 085
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Notes to the
financial statements
for the year ended 30 June 2012

1

General information
Emira Property Fund (“the Fund”) and its subsidiaries (together the “Group“) hold a major portfolio of investment properties in South Africa.
The Fund is listed on the JSE.
These consolidated financial statements have been approved for issue by the Board of Directors of Strategic Real Estate Managers (Pty) Ltd (STREM)
on page 60.
As a result of the amendment to the service charge arrangements, in terms of IFRS, the risk and rewards of the manager of Emira, Strategic
Real Estate Managers (Pty) Ltd (STREM), are deemed to be attributable to Emira. The financial statements of STREM have therefore been
consolidated with those of Emira, with effect from 15 September 2010, even though Emira has no direct or indirect shareholding in STREM.
This report was compiled under the supervision of Peter Thurling CA(SA), the Chief Financial Officer.
The shareholders do not have the power to amend the consolidated financial statements after issue.

2

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These policies have
been consistently applied to all years presented, unless otherwise stated.
The amendment to IAS 12, Income Taxes on Deferred Tax, that is effective from 1 January 2012 was early adopted in the prior year.

2.1

Basis of preparation
Statement of compliance
The consolidated financial statements of Emira Property Fund have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
Income and cash flow statements
The Group presents its statement of comprehensive income by nature of expense.
The Group reports cash flows from operating activities using the indirect method.
The acquisitions of investment properties are disclosed as cash flows from investing activities because this most appropriately reflects the
Group’s business activities.
Cash flows from investing and financing activities are determined using the direct method.
Preparation of the consolidated financial statements
The consolidated financial statements have been prepared under the historical cost convention as modified by the revaluation of investment
property and financial assets and financial liabilities (including derivative instruments) at fair value through profit or loss.
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Group’s accounting policies. Changes in assumptions may have a
significant impact on the financial statements in the period the assumptions changed. Management believes that the underlying assumptions
are appropriate. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant
to the consolidated financial statements are disclosed in note 28.
New and amended international financial reporting standards and interpretations
(a) Standards and amendments to existing standards effective in the current financial year.
The following standards, amendments and interpretations, which became effective in 2012, are of relevance to the Group:

Standard/interpretation

Content

Amendment to IFRS 7

Financial instruments disclosures – transfer of financial assets

Improvements to IFRSs

Various amendments as a result of the conclusions the IASB has reached on
proposals made in its annual improvement project

Applicable for
financial years
beginning on/after
1 July 2011
1 January 2011
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2

Summary of significant accounting policies (continued)

2.1

Basis of preparation (continued)
(b) Standards, amendments and interpretations that are not yet effective.

Standard/interpretation

Content

Amendment to IFRS 7
Amendments to IAS 1

Financial instruments disclosures – asset and liability off setting
Presentation of financial statements on presentation of other
comprehensive income
Employee benefits – amended standard resulting from the post employee
benefits and termination benefits projects
Financial instruments – classification and measurements of financial assets
Financial instruments – financial liabilities and derecognition of financial
instruments
Consolidated financial statements – concept of control identified
Joint arrangements
Disclosures of interests in other entities
Fair value measurement
Separate financial statements
Associates and joint ventures
Financial instruments presentation

IAS 19
IFRS 9
IFRS 9
IFRS 10
IFRS 11
IFRS 12
IFRS 13
IAS 27
IAS 28
Amendments to IAS 32

Applicable for
financial years
beginning on/after
1 January 2013
1 July 2012
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2014

Management are assessing the impact of the changes on the financial statements of the Fund and Group.
2.2

Consolidation
Subsidiaries are all entities (including special purpose entities) over which the Group has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered when assessing whether the Group controls another entity.
Joint control is the contractually agreed sharing of control over an economic activity. There are no jointly controlled entities within the Group.
An associate is an entity, including an unincorporated entity such as a partnership, over which the investor has significant influence and that
is neither a subsidiary nor an interest in a joint venture. No consolidated entity holds interests in any associate.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date that
control ceases.
Accounting for business combinations under IFRS 3 only applies if it is considered that a business has been acquired. Under IFRS 3 Business
Combinations, a business is defined as an integrated set of activities and assets conducted and managed for the purpose of providing
a return to investors or lower costs or other economic benefits directly and proportionately to policyholders or participants. A business
generally consists of inputs, processes applied to those inputs, and resulting outputs that are, or will be, used to generate revenues. In the
absence of such criteria, a group of assets is deemed to have been acquired. If goodwill is present in a transferred set of activities and assets,
the transferred set is presumed to be a business.
For acquisitions meeting the definition of a business, the acquisition method of accounting is used. The cost of an acquisition is measured as
the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of any non-controlling interest. The excess of the cost of acquisition over the
fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value
of the Group’s share of the net assets acquired, the difference is recognised directly in the profit or loss for the year as negative goodwill.
Acquisition-related costs in relation to business combinations are expensed as incurred.
For acquisitions not meeting the definition of a business, the Group allocates the cost between the individual identifiable assets and liabilities
in the Group based on their relative fair values at the date of acquisition. Such transactions or events do not give rise to goodwill.
All the Group companies have 30 June as their year-end. Consolidated financial statements are prepared using uniform accounting policies
for like transactions. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.
Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses are
also eliminated unless the transaction provides evidence of an impairment of the asset transferred.
The Group applies a policy of treating transactions with non-controlling interests as transactions with parties external to the Group. Noncontrolling interests represent the portion of profit and net assets not held by the Group. They are presented separately in the statement
of comprehensive income and in the consolidated statement of financial position separately from the amounts attributable to the owners
of the parent.
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Notes to the
financial statements continued
for the year ended 30 June 2012

2

Summary of significant accounting policies (continued)

2.3

Operating segments
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker. The chief
operating decision maker is the person or Group that allocates resources to and assesses the performance of the operating segments of an
entity. The Group has determined that its chief operating decision maker is the Chief Executive Officer (“CEO”) of the Fund.

2.4

Foreign currency translation
(a) Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”). The consolidated financial statements are presented in South
African Rand, the Fund’s functional currency and the Group’s presentation currency.
(b) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit or loss for the year.
Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented net in the statements of
comprehensive income within finance income or finance costs. All other foreign exchange gains and losses are presented net in the
statements of comprehensive income within other losses or gains.

2.5

Investment property
Property comprising both freehold and leasehold land and buildings that is held for long-term rental yields or for capital appreciation or both,
is classified as investment property and is recognised initially at cost.
Borrowing costs incurred for the purpose of acquiring, developing or producing a qualifying investment property are capitalised as part of
its cost. Borrowing costs are capitalised while acquisition or development is actively underway and cease once the asset is substantially
complete, or suspended if the development of the asset is suspended.
After initial recognition, investment property is carried at fair value. Fair value is based on active market prices, adjusted, if necessary, for any
difference in the nature, location or condition of the specific asset. If this information is not available, the Group uses alternative valuation
methods, such as recent prices on less active markets or discounted cash flow projections. Valuations are performed as of the financial
position date by professional valuers who hold recognised and relevant professional qualifications and have recent experience in the location
and category of the investment property being valued. These valuations form the basis for the carrying amounts in the financial statements.
Investment property that is being redeveloped for continuing use as investment property or for which the market has become less active
continues to be measured at fair value.
Fair value measurement on property under development is only applied if the fair value is considered to be reliably measurable.
It may sometimes be difficult to determine reliably the fair value of the investment property under development. In order to evaluate whether
the fair value of an investment property under development can be determined reliably, management considers the following factors,
among others:
• The provisions of the development contract
• The stage of completion
• Whether the project/property is standard (typical for the market) or non-standard
• The level of reliability of cash inflows after completion
• The development risk specific to the property
• Past experience with similar developments.
The fair value of investment property reflects, among other things, rental income from current leases and assumptions about rental income
from future leases in light of current market conditions. The fair value also reflects, on a similar basis, any cash outflows that could be
expected in respect of the property.
Subsequent expenditure is capitalised to the asset’s carrying amount only when it is probable that future economic benefits associated
with the expenditure will flow to the Group and the cost of the item can be measured reliably. All other repairs and maintenance costs are
expensed when incurred.
When part of an investment property is replaced, the carrying amount of the replaced part is derecognised.
The fair value of investment property does not reflect future capital expenditure that will improve or enhance the property and does not
reflect the related future benefits from this future expenditure other than those a rational market participant would take into account when
determining the value of the property.
Changes in fair values are recognised in the statement of comprehensive income. Investment properties are derecognised either when they
have been disposed of or when the investment property is permanently withdrawn from use and no future economic benefit is expected
from its disposal.
Where the Group disposes of a property at fair value in an arm’s length transaction, the carrying value immediately prior to the sale is
adjusted to the transaction price, and the adjustment is recorded in the statement of comprehensive income within net gain from fair value
adjustment on investment property.
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Summary of significant accounting policies (continued)

2.6

Fixtures and fittings
Fixtures and fittings are stated at historical cost less accumulated depreciation and impairment charges. Cost comprises the purchase price
as well as any other directly attributable costs.
Depreciation is calculated at cost less expected residual value on the straight-line method, which is reviewed annually.
The useful lives of fixtures and fittings range between five and 20 years.
Repairs and maintenance are charged to the statement of comprehensive income during the financial period in which they are incurred.
Fixtures and fittings are linked to specific properties. Consequently, any gains or losses on disposal are incorporated with the gains or losses
on the disposal of the investment property.

2.7

Leases
(a) A Group company is the lessee
(i) Operating lease
Leases in which a significant portion of the risks and rewards of ownership are retained by another party, the lessor, are classified as
operating leases. Payments, including prepayments, made under operating leases (net of any incentives received from the lessor)
are charged to profit or loss on a straight-line basis over the period of the lease. Properties leased out under operating leases are
included in investment properties.
(ii)

Finance lease
Leases of assets where the Group has substantially all the risks and rewards of ownership are classified as finance leases. Finance
leases are recognised at the lease’s commencement at the lower of the fair value of the leased property and the present value of
the minimum lease payments.
Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance balance
outstanding. The corresponding rental obligations, net of finance charges, are included in current and non-current borrowings. The
interest element of the finance cost is charged to the income statement over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability for each period. Investment properties recognised under finance leases are
carried at their fair value.

(b) A Group company is the lessor in an operating lease
Properties leased out under operating leases are included in investment property in the statement of financial position.
(c)

A Group company is the lessor – fees paid in connection with arranging leases and lease incentives
The Group makes payments to agents for services in connection with negotiating lease contracts with the Group’s lessees. The letting
fees are capitalised within the carrying amount of the related investment property and amortised over the lease term.
Lease incentives are recognised as a reduction of rental income on a straight-line basis over the lease term.

2.8

Investment in subsidiaries
The investment in subsidiaries is recognised at cost less impairment.

2.9

Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the
acquired business at the date of acquisition (providing that the acquisition fulfils the definition of a business combination in accordance with
IFRS 3). Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Impairment losses on goodwill
are not reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.
Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-generating units or
Groups of cash-generating units that are expected to benefit from the business combination in which the goodwill arose identified according
to operating segment.

2.10

Impairment of non-financial assets
Assets that have an indefinite useful life – for example, goodwill – are not subject to amortisation and are tested annually for impairment.
Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.
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Notes to the
financial statements continued
for the year ended 30 June 2012

2

Summary of significant accounting policies (continued)

2.11

Financial instruments
Financial assets and financial liabilities at fair value through profit or loss
Classification
The Fund classifies its investments in debt and equity securities, and derivatives, as financial assets or financial liabilities at fair value through
profit or loss. This category has two sub-categories: financial assets or financial liabilities held for trading; and those designated at fair value
through profit or loss at inception.
(i) Financial assets and liabilities held for trading
	A financial asset or financial liability is classified as held for trading if it is acquired or incurred principally for the purpose of selling or
repurchasing in the near term or if on initial recognition is part of a portfolio of identifiable financial investments that are managed
together and for which there is evidence of a recent actual pattern of short-term profit taking. Derivatives are also categorised as held
for trading. The Fund does not classify any derivatives as hedges in a hedging relationship.
(ii) Financial assets and liabilities designated at fair value through profit or loss and loans and receivables
	Financial assets and financial liabilities designated at fair value through profit or loss at inception are financial instruments that are not
classified as held for trading but are managed, and their performance is evaluated on a fair value basis in accordance with the Fund’s
documented investment strategy.
	The Fund’s policy requires the Chief Executive Officer and the Board of Directors to evaluate the information about these financial assets
and liabilities on a fair value basis together with other related financial information.
	Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
They are included in current assets, except for maturities greater than 12 months after the end of the reporting period. These are
classified as non-current assets. The Group’s loans and receivables comprise “accounts receivable” and “cash and cash equivalents” in
the statements of financial position.

2.12

Recognition and measurement
(a) Financial assets
Regular purchases and sales of financial assets are recognised on the trade-date – the date on which the Group commits to purchase
or sell the assets. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value, and transaction
costs are expensed in the statement of comprehensive income. Financial assets are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred and the Group has transferred substantially all risks and rewards
of ownership. Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently carried at fair
value. Loans and receivables are subsequently carried at amortised cost using the effective interest method.
Gains or losses arising from changes in the fair value of the “financial assets at fair value through profit or loss” category are presented
in the statement of comprehensive income within “net fair value adjustments” in the period in which they arise. Dividend income from
financial assets at fair value through profit or loss is recognised in the statement of comprehensive income as part of other income
when the Group’s right to receive payment is established.
(b) Financial liabilities
Liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss or other liabilities, as appropriate.
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
All loans and borrowings are classified as other liabilities. Initial recognition is at fair value less directly attributable transaction costs.
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using the effective interest
rate method.
Financial liabilities included in trade and other payables are recognised initially at fair value and subsequently at amortised cost. The
fair value of a non-interest-bearing liability is its discounted repayment amount. If the due date of the liability is less than one year,
discounting is omitted.

2.13

Impairment of financial assets
Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation, and where
observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

2.14

Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the statements of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and settle the liability
simultaneously.
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Summary of significant accounting policies (continued)

2.15

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with original
maturities of three months or less, and bank overdrafts.

2.16

Participatory interest (PI) capital
PIs are classified as equity when there is no obligation to transfer cash or other assets. Incremental costs directly attributable to the issue of
new PIs are shown in equity as a deduction from the proceeds.

2.17

Accounts payable
Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest rate
method.
The Group obtains deposits from tenants as a guarantee for returning the property at the end of the lease term in a specified good condition
or for the lease payments for a period ranging from 1 to 12 months. Such deposits are treated as financial liabilities in accordance with IAS 39
and they are initially recognised at fair value. The difference between fair value and cash received is considered to be part of the minimum
lease payments received for the operating lease. The deposit is subsequently measured at amortised cost.

2.18

Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction costs) and the redemption value is recognised as finance cost over the period of the
borrowings using the effective interest rate method.
Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable that some or
all of the facility will be drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there is no evidence that it is
probable that some or all of the facility will be drawn down, the fee is capitalised as a prepayment for liquidity services and amortised over
the period of the facility to which it relates.
Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at least
12 months after the date of the statement of financial position.

2.19

Derivative financial instruments
The Group uses derivative financial instruments to hedge its exposure to interest rate risks arising from financing and investment activities.
The Group does not hold or issue derivative financial instruments for trading purposes. However, derivatives that do not qualify for hedge
accounting are accounted for as financial instruments held for trading.
Derivative financial instruments are initially recognised and subsequently stated at fair value. The gain or loss on re-measurement to fair value
is taken immediately to profit or loss. The fair value of interest rate swaps is the estimated amount that the Group would receive or pay to
terminate the swap at the statement of financial position date, taking into account current interest rates and the current creditworthiness of
the swap counterparties.

2.20

Current and deferred income tax
The Fund is exempt from income tax and capital gains tax. Tax charges comprise current and deferred tax in respect of the Fund’s subsidiaries.
Tax is recognised in the statement of comprehensive income, except to the extent that it relates to items recognised directly, in other
comprehensive income, in which case the tax is also recognised in other comprehensive income.
Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements. However, deferred income tax is not accounted for if it arises
from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the date of the statement of financial position and are expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled. Deferred income tax assets are recognised to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilised.

2.21

Provisions
Provisions for legal claims are recognised when: the Group has a present legal or constructive obligation as a result of past events; it is
probable that an outflow of resources will be required to settle the obligation; and the amount can be reliably estimated.
Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision due to
passage of time is recognised as finance cost.
Where the Group, as lessee, is contractually required to restore a leased property to an agreed condition prior to release by a lessor, provision
is made for such costs as they are identified.
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Notes to the
financial statements continued
for the year ended 30 June 2012

2

Summary of significant accounting policies (continued)

2.22

Revenue recognition
Revenue includes rental, income from the listed property investment, and operating cost recoveries from tenants, but excludes value added
tax. Rental income from operating leases is recognised on a straight-line basis over the lease term. When the Group provides incentives to
its tenants, the cost of incentives is recognised over the lease term, on a straight-line basis.
Distribution income revenue from the listed property investment is recognised when the unit holder’s right to receive payment has
been established.

2.23

Distributions payable to participatory interest holders
Distributions payable to participatory interest holders are recognised in the period in which income is earned, in accordance with the Trust
Deed of the Fund. The accrued income arising as a result of the difference between actual cash rental received and the amortised amount
on a straight-line basis over the periods of the lease contracts is not distributable until realised. The additional profit arising as a result of the
Group amortising upfront lease costs over the period of the lease contracts is not distributable.

2.24

Interest income and expense
Interest income and expense are recognised within “finance income” and “finance costs” in profit or loss using the effective interest rate
method, except for borrowing costs relating to qualifying assets, which are capitalised as part of the cost of that asset.
The effective interest rate method is a method of calculating the amortised cost of a financial asset or financial liability and of allocating the
interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts throughout the expected life of the financial instrument, or a shorter period where appropriate, to the net carrying
amount of the financial asset or financial liability. When calculating the effective interest rate, the Group estimates cash flows considering all
contractual terms of the financial instrument (for example, prepayment options) but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to the contract that are an integral part of the effective interest rate, transaction
costs and all other premiums or discounts.

2.25

Other expenses
Expenses include legal, accounting, auditing and other fees. They are recognised as expense in profit or loss in the period in which they are
incurred (on an accruals basis).

2.26

Non-current assets held-for-sale
Non-current assets are classified as assets held-for-sale when their carrying amount is to be recovered principally through a sale transaction
and a sale is considered highly probable.

3

Operating segments
The chief operating decision maker is the person or group that allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined that its chief operating decision maker is the Chief Executive Officer (“CEO”) of the Fund.
Management has determined the operating segments based on the reports reviewed by the CEO in making strategic decisions.
The CEO considers the business based on the following operating segments:
• Office
• Retail
• Industrial
The operating segments derive their revenue primarily from rental income from lessees. All the Group’s business activities and operating
segments are reported within the above segments.
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FUND
2011
R’000

GROUP
2012
R’000

4

2012
R’000

2011
R’000

Profit for the year before income tax charge
Profit for the year before income tax charge is arrived at after taking
into account the following items:

1 245

1 341

Expenses
Auditor’s remuneration

1 409

1 245

1 235
10

1 327
14

Audit fee
Expenses

1 395
14

1 235
10

3 940

5 578

Operating lease payments – leasehold properties

12 679

Payroll costs

15 026

10 428
10 824

Payment in respect of amendment to service charge arrangement
With effect from 15 September 2010, following the approval of the
Registrar of Collective Investment Schemes, Emira’s Trust Deed was
amended with the result that the service charge payable to STREM is
calculated on a cost recovery basis only, in return for the receipt by
STREM, of a lump sum payment, of R197 400 000. The payment was
made in two tranches: R129 150 000 was paid on 16 September 2010 and
R68 250 000 was paid on 3 October 2011.

68 250

129 150

181 423
(152 519)
1 918
(30 454)
538
–
67 078
685

156 797
(127 453)
3 331
(19 519)
–
3 602
322
1 189

68 669

18 269

129 150

68 250

5
127 453
(127 453)

–

152 519
(152 519)

–

Income tax expense
Reconciliation of the taxation charge:
Profit for the year before income tax charge at 28% (2011: 28%)
Exempt income
Non-allowable deductions
Fair value adjustments arising due to different taxation rates applied
Timing differences
Utilisation of losses
Capital gains taxation – sales and deferred
STC on preference share dividends paid
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Notes to the
financial statements continued
for the year ended 30 June 2012

FUND
2011
R’000

GROUP
2012
R’000

6

2012
R’000

2011
R’000

579 272

541 721

(218 242)

(89 551)

(6 408)

(8 951)

Earnings per participatory interest
Reconciliation between earnings and headline
earnings and distribution payable
Profit for the year attributable to equity holders
Adjusted for:
Net fair value gain on investment properties
Change in fair value of investment properties as a result of
straight-lining lease rentals
Change in fair value of investment properties as a result of
amortising upfront lease costs
Change in fair value of investment properties as a result of property
appreciation in value

587

(3 117)

(212 421)

(77 483)

53 201

12 100

Headline earnings
Adjusted for:
Allowance for future rental escalations
Amortised upfront lease costs
Unrealised deficit/(surplus) on interest-rate swaps
Revaluation of share appreciation rights scheme derivative financial
instrument
Unrealised gain on listed property investment
Pre-acquisition income on stapled securities acquired
Payment in respect of amendment to existing service charge
arrangement
Charge in respect of leave pay provision and share appreciation rights
scheme
SA normal taxation
Deferred taxation – other timing differences

414 231

464 270

Distribution payable to participatory interest holders

Deferred taxation on revaluation of investment properties

Distribution per participatory interest
Interim (cents)
Final (cents)

Number of participatory interests in issue at the end of the year
Weighted average number of participatory interests in issue
Earnings per participatory interest (cents)

6 408
(587)
141 563

8 951
3 117
(2 789)

243
(89 128)
–

–
(35 614)
4 628

68 250

129 150

1 608
9 796
4 987

–
322
4 658

557 371

576 693

53,81
56,87

55,21
58,31

110,68

113,52

500 864 482
506 806 636
114,30

508 010 229
504 305 482
107,42

81,73

92,06

The calculation of earnings per participatory interest is based on net
profit for the year of R579,3 million (2011: R541,7 million), divided by the
weighted average number of participatory interests in issue during the
year of 506 806 636 (2011: 504 305 482).
Headline earnings per participatory interest (cents)
The calculation of headline earnings per participatory interest is
based on net profit for the year, adjusted for the non-trading items,
of R414,2 million (2011: R464,3 million), divided by the weighted
average number of participatory interests in issue during the year of
506 806 636 (2011: 504 305 482).
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FUND
Freehold
and
leasehold
land and
buildings
2012
R’000

Fixtures
and
fittings
2012
R’000

GROUP
Freehold
and
leasehold
land and
buildings
2012
R’000

Total
2012
R’000

7
4 398 000
1 944 567
(447 777)

(5 370)

4 506 964
(68 317)
1 944 567
(453 147)

5 894 790

35 277

5 930 067

5 153 715
255 533
403 015
(58 284)

41 165

109 235

5 194 880
255 533
411 131
(58 355)
(8 563)
109 235

477 181
(6 415)
(447 777)
8 587

477 181
(6 415)
(453 147)
8 587

5 894 790

108 964
(68 317)

8 116
(71)
(8 563)

(5 370)
35 277

Fixtures
and
fittings
2012
R’000

Total
2012
R’000

Investment properties
Net carrying value at 30 June 2012
Cost
Accumulated depreciation
Revaluation surplus
Non-current assets held-for-sale

Movement for the year
Valuation at 1 July 2011
Acquisitions
Additions
Disposals
Depreciation
Surplus on revaluation
Non-current assets held-for-sale
– prior year
– prior year straight-lining adjustments
– current year at valuation
– current year straight-lining adjustments

5 542 788

123 746
(74 531)

3 047 564
(626 118)

(6 579)

5 666 534
(74 531)
3 047 564
(632 697)

7 964 234

42 636

8 006 870

7 123 666
255 533
434 022
(263 840)

50 842

218 242

7 174 508
255 533
445 712
(266 400)
(10 757)
218 242

823 054
(10 143)
(626 118)
9 818

823 054
(10 143)
(632 697)
9 818

11 690
(2 560)
(10 757)

(6 579)

5 930 067

Valuation at 30 June 2012

7 964 234

42 636

8 006 870

Reconciliation to independent and directors'
valuations
Valuation at 30 June 2012 – as above
Allowance for future rental escalations
Unamortised upfront lease costs
Non-current assets held-for-sale

7 964 234
140 296
33 855
626 118

42 636

6 579

8 006 870
140 296
33 855
632 697

Independent and directors’
valuations at 30 June 2012

8 764 503

49 215

8 813 718

5 894 790
110 609
24 175
447 777

35 277

5 370

5 930 067
110 609
24 175
453 147

6 477 351

40 647

6 517 998
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FUND
Freehold
and
leasehold
land and
buildings
2011
R’000

Fixtures
and
fittings
2011
R’000

GROUP
Freehold
and
leasehold
land and
buildings
2011
R’000

Total
2011
R’000

7
3 835 115

101 429
(60 264)

1 795 781
(477 181)

3 936 544
(60 264)
1 795 781
(477 181)

5 153 715

41 165

5 194 880

5 167 418
62 000
210 238
(16 567)
(13 773)

18 850

(23 374)

5 186 268
62 000
226 483
(16 600)
–
(7 670)
(23 374)

238 539
(477 181)
6 415

238 539
(477 181)
6 415

5 153 715

16 245
(33)
13 773
(7 670)

41 165

Fixtures
and
fittings
2011
R’000

Total
2011
R’000

Investment properties (continued)
Net carrying value at 30 June 2011
Cost
Accumulated depreciation
Revaluation surplus
Non-current assets held-for-sale

Movement for the year
Valuation at 1 July 2010
Acquisitions
Additions
Disposals
Reclassification
Depreciation
Surplus/(deficit) on revaluation
Non-current assets held-for-sale
– prior year
– current year at valuation
– current year straight-lining adjustments

5 059 179

116 691
(65 849)

5 175 870
(65 849)
2 887 541
(823 054)

7 123 666

50 842

7 174 508

7 306 226
62 000
220 935
(75 117)
(14 057)

27 808

89 551

7 334 034
62 000
239 900
(75 300)
–
(9 805)
89 551

347 039
(823 054)
10 143

347 039
(823 054)
10 143

2 887 541
(823 054)

18 965
(183)
14 057
(9 805)

5 194 880

Valuation at 30 June 2011

7 123 666

50 842

7 174 508

7 123 666
147 089
32 557
823 054

50 842

7 174 508
147 089
32 557
823 054

8 126 366

50 842

8 177 208

5 153 715
112 535
22 753
477 181

41 165

5 194 880
112 535
22 753
477 181

Reconciliation to independent and directors'
valuations
Valuation at 30 June 2011 – as above
Allowance for future rental escalations
Unamortised upfront lease costs
Non-current assets held-for-sale

5 766 184

41 165

5 807 349

Independent and directors’
valuations at 30 June 2011

Full details of freehold and leasehold investment properties owned by the Group are available for inspection at the registered office of the Group.
In terms of its accounting policy, one-third of the Group’s property portfolio is valued annually by independent valuers.
The properties were valued as at 30 June 2012 using a discounted cash flow approach based on future income streams, applying an appropriate
capitalisation rate to each property.
Independent valuations were carried out by Benchmark Valuation Group, Quadrant Properties and Real Insight, all registered valuers in terms of
section 19 of the Property Valuers Profession Act, No 47 of 2000.
The balance of the portfolio was valued by the directors on a similar basis.
Investment properties classified as held-for-sale were valued at fair value.
Investment properties to the value of R8 492,8 million (2011: R7 687,3 million) have been used to provide security for loans taken out. See note 16.
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FUND
2011
R’000

GROUP
2012
R’000

2012
R’000

8

2011
R’000

Allowance for future rental escalations

119 408
(2 399)
(4 474)
–

112 535
(109)
(6 291)
4 474

Balance at 1 July 2011
Smoothing during the year
Properties held-for-sale – current year
Properties held-for-sale – prior year

147 089
(6 408)
(7 183)
6 798

162 838
(8 951)
(6 798)
–

112 535

110 609

Balance at 30 June 2012

140 296

147 089

23 952

28 131

36 982

36 664

26 333
(1 639)
–
(1 941)
–

22 753
–
1 777
(2 296)
1 941

Balance at 1 July 2011
Expense recognised during the year
Expense reversed during the year
Properties held-for-sale – current year
Properties held-for-sale – prior year

32 557
–
587
(2 634)
3 345

39 019
(3 117)
–
(3 345)
–

22 753

24 175

Balance at 30 June 2012

33 855

32 557

1 339 187
347 347

1 339 187
189 336

1 686 534

1 528 523

Current portion

9

10

Unamortised upfront lease costs

Subsidiary companies
Shares at cost
Amounts owing by subsidiary companies

The Group’s shares in Arnold Properties (Pty) Ltd have been pledged to Nedbank Limited as security for the loan granted by them.
The Group’s shares in Freestone Property Investments (Pty) Ltd have been pledged to Freestone Mortgage Bond SPV Series 1 (Pty) Ltd as security
for the DMTN issue.
The directors’ valuation of the investment in subsidiaries at 30 June 2012 was R1 528 523 (2011: R1 686 534).

Issued ordinary share
capital

Proportion held by
holding company

Amount due to/(by)
holding company

Shares at cost

2012
R’000

2011
R’000

2012
R’000

2011
R’000

2012
R’000

2011
R’000

2012
R’000

2011
R’000

Subsidiaries directly held
Freestone Property Holdings Limited

38 659

38 659

100

100

1 339 187

1 339 187

189 336

347 347

Subsidiaries indirectly held
Arnold Properties (Pty) Ltd*
Freestone Property Investments (Pty) Ltd*
Azgold Investments (Pty) Ltd
Backbone Investments (Pty) Ltd*
Kenview Share Block (Pty) Ltd*
No. 9 Sturdee Holdings Share Block (Pty) Ltd*
Paddy’s Pad (2091) (Pty) Ltd*
Surgate Share Block (Pty) Ltd*
Windrifter Share Block (Pty) Ltd*
Strategic Real Estate Managers (Pty) Ltd*

–
–
10 382
–
–
–
–
–
–
–

–
–
10 382
–
–
–
–
–
–
–

100
100
100
100
100
100
100
100
100
–

100
100
100
100
100
100
100
100
100
–

8 020
–
3 247
3 243
(1 885)
497
15 539
(1 981)
20 192
–

8 020
–
3 247
3 243
(1 885)
497
15 539
(1 981)
20 192
–

42 427
786 471
(3 947)
2 820
(2 222)
7 471
(16 715)
5 609
59 662
(2 326)

154 940
887 840
(3 947)
2 825
4 583
7 364
(16 715)
5 128
59 415
(5 518)

*The zero balances represent nominal amounts under R1 000.
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FUND
2011
R’000

GROUP
2012
R’000

11

2012
R’000

2011
R’000

268 235
61 096
89 128
–

119 667
117 582
35 614
(4 628)

Listed property investment

119 667
117 582
35 614
(4 628)

268 235
61 096
89 128
–

Growthpoint Properties Australia Limited
Fair valuation at 1 July 2011
Stapled securities acquired
Fair value adjustment
Pre-acquisition income on stapled securities acquired

268 235

418 459

Fair value at 30 June 2012

418 459

268 235

Exchange rate ZAR : 1 AUD

8,358

7,269

60 443
(29 406)

63 949
(28 562)

31 037
11 427
7 005
17 637
13 690
10 682
12 838

35 387
9 600
10 528
12 244
6 594
10 637
10 931

104 316

95 921

104 316

95 921

28 562
(15 797)
16 641

24 705
(9 598)
13 455

In July 2011 the Fund acquired a further 4 414 962 stapled securities in
Growthpoint Properties Australia Limited (GOZ) , via a rights issue, for a
consideration of AUD8,388 million. This took the Fund’s holding to
23 840 794 stapled securities, 6,3% of the stapled securities in issue.
The investment is designated as fair value through profit and loss. The fair
value is determined using the quoted bid price at 30 June 2012 of AUD2,10.

12
49 145
(18 441)

45 952
(17 878)

30 704
6 589
10 528
12 244
4 047
7 314
7 384

28 074
8 165
7 005
17 637
10 691
7 420
10 107

78 810

89 099

78 810

89 099

Accounts receivable
Trade receivables
Less: Provision for non-recoverable receivables
Net trade receivables
Prepayments
Value added tax
Accrual of income not yet received
Accrual of recoverable expenses
Municipal deposits
Other receivables

Due within one year
The carrying values of accounts receivable approximate their fair value.
The movement in the accumulated provision for non-recoverable receivables
is as follows:

15 963
(7 099)
9 577

18 441
(11 003)
10 440

18 441

17 878

Accumulated provision for non-recoverable receivables at 30 June 2012

29 406

28 562

8 139
3 347
2 317
16 901

6 111
2 650
2 404
16 909

Ageing of receivables past due but not impaired
30 days
60 days
90 days
120+ days

6 326
2 914
2 621
19 175

9 562
4 087
3 183
18 555

30 704

28 074

31 036

35 387

1 399
1 132
1 139
14 771

960
774
1 311
14 833

1 751
1 246
2 172
24 237

2 076
1 555
1 592
23 339

18 441

17 878

29 406

28 562

Accumulated provision for non-recoverable receivables at 1 July 2011
Amounts written off during the year as uncollectible
Additional provision recognised during the year

Ageing of impaired receivables
30 days
60 days
90 days
120+ days
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FUND

GROUP

2011
R’000

2012
R’000

86 808

13 810

13

3 511 484
244 442
–

3 755 926
–
(86 530)

3 755 926

3 669 396

Balance at 30 June 2012

2 042 626
(121 505)

1 921 121
(12 659)

12 240
(2 399)
(1 639)
4 071
(129 150)
(4 628)

198 363
(109)
1 777
(144 440)
(68 250)
–

1 921 121

1 908 462

22 188

94 512

Participatory interest holders’ capital
Authorised and issued
Balance at 1 July 2011
Issued during the year
Repurchased during the year

15

2011
R’000

Cash and cash equivalents
Cash at bank

14

2012
R’000

3 755 926
–
(86 530)

3 511 484
244 442
–

3 669 396

3 755 926

2 179 783
23 597

2 214 744
(34 961)

Reserves
Fair value reserve
Balance at 1 July 2011
Movement for the year
Fair value adjustments
Allowance for future rental escalations
Unamortised upfront lease costs
Unrealised (deficit)/surplus on interest-rate swaps
Payment in respect of amendment to existing service charge arrangement
Pre-acquisition income on stapled securities acquired
SA normal taxation
Deferred taxation
Balance at 30 June 2012

307 127
(6 408)
587
(141 563)
(68 250)
–
(9 796)
(58 100)
2 203 380

125 165
(8 951)
(3 117)
2 789
(129 150)
(4 628)
(322)
(16 747)
2 179 783

(98 262)

(98 262)

Other reserve
Opening balance at 1 July 2011

(98 262)

(98 262)

(98 262)

(98 262)

Closing balance at 30 June 2012

(98 262)

(98 262)

3 759
–
(1 765)

–
3 759
–

1 994

3 759

Non-controlling interest
Balance at 1 July 2011
Consolidation of subsidiary acquired
Loss for the year
Closing balance at 30 June 2012
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FUND

GROUP
2012
R’000

2011
R’000

2012
R’000

15

2011
R’000

Reserves (continued)
Retained earnings
Balance at 1 July 2011
Total comprehensive income for the year

(1 356)
581 037

(1 345)
541 721

Profit before income tax charge
Income tax charge
Loss attributable to minority interests

647 941
(68 669)
1 765

559 990
(18 269)
–

(1 511)
455 188

(1 511)
544 712

(455 188)

544 712

(576 693)
121 505

(557 371)
12 659

Distribution to participatory interest holders
Transfer to fair value reserve

(557 371)
(23 597)

(576 693)
34 961

(12 240)
2 399
1 639
(4 071)
129 150
4 628

(198 363)
109
(1 777)
144 440
68 250
–

Fair value adjustments
Allowance for future rental escalations
Unamortised upfront lease costs
Unrealised deficit/(surplus) on interest-rate swaps
Payment in respect of amendment to existing service charge arrangement
Pre-acquisition income on stapled securities acquired
SA normal taxation
Deferred taxation
Deferred taxation on leave pay provision

(307 127)
6 408
(587)
141 563
68 250
–
9 796
58 188
(88)

(125 165)
8 951
3 117
(2 789)
129 150
4 628
322
16 758
(11)

(1 511)

(1 511)

(1 287)

(1 356)

1 821 348

Balance at 30 June 2012

1 808 689

Total reserves

2 105 825

2 083 924

The fair value reserve represents all fair value adjustments made in respect of investment properties, the listed property investment and derivative
financial instruments. In terms of the Trust Deed of the Fund this reserve is not distributable to participatory interest holders.
The other reserve represents the charge which was made to the statement of comprehensive income in respect of the discount at which participatory
interests were issued to the Fund’s BEE partners and vendors of properties, in prior years.
FUND

GROUP

2011
R’000

2012
R’000

2012
R’000

2011
R’000

230 000

250 000

FirstRand Bank Limited
Floating rate 7-year access funding term with a capital repayment
on termination on 31 May 2014. Interest is payable at prime less
225 basis points.

250 000

230 000

474 897

664 521

FirstRand Bank Limited

664 521

474 897

665 895

Floating rate 10-year funding term with a capital repayment on
termination, on 30 March 2019. Interest is payable at three month
JIBAR plus 153 basis points.

665 895

476 475

16

476 475
(1 578)
–

–
–

(1 374)

Interest-bearing debt

Less: Unamortised structuring fee and bond costs

(1 374)

(1 578)

363 280

FirstRand Bank Limited

363 280

–

364 500
(1 220)

Floating rate 3-year funding term with a capital repayment on
termination, on 20 June 2014. Interest is payable at three month
JIBAR plus 153 basis points.
Less: Unamortised structuring fee and bond costs

364 500
(1 220)

–
–

The facilities above are secured by a first mortgage bond over fixed property
with the carrying value of R4 348 million.
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FUND

GROUP

2011
R’000

2012
R’000

647 679

649 005

650 000
(995)

16

650 000
(2 321)

2012
R’000

2011
R’000

FirstRand Bank Limited

649 005

647 679

CMBS notes issued to Rand Merchant Bank (“RMB”) repayable on 28 March
2013. Various interest rate swap agreements held by the Fund were novated
to RMB, resulting in an effective rate of 9,81%, inclusive of securitisation
costs. The notes are secured by a first mortgage bond over fixed property
with a carrying value of R2 146 million.
Less: Unamortised securitisation costs

650 000
(995)

650 000
(2 321)

Interest-bearing debt (continued)

498 705

–

FirstRand Bank Limited

–

498 705

500 000
(1 295)

–
–

Floating rate bridging loan repaid on 19 August 2011
Less: Unamortised structuring fee

–
–

500 000
(1 295)

–

498 715

Domestic Medium Term Notes

498 715

–

500 000
(1 285)

Four year issue repayable on 19 August 2015. Interest is payable quarterly
at three month JIBAR plus 140 basis points. This loan is secured by a first
mortgage bond over fixed property with a carrying value of R1 446 million.
Less: Unamortised structuring fee

500 000
(1 285)

–
–

–
–
(533)
(1 066)
533

1 850 748

–
(533)
533

Amortised borrowing cost
Opening balance
Less: Amounts amortised

–
(533)
533

(533)
(1 066)
533

Nedbank Limited

–

200 000

Preference shares redeemed on 2 February 2012
Preference shares redeemed on 2 February 2012

–
–

90 000
110 000

Nedbank Limited

199 398

–

Three year term loan repayable on 2 February 2015. Interest is payable
at three month JIBAR plus 155 basis points. This loan is secured by a first
mortgage bond over fixed property with a carrying value of R552,3 million.
Less: Unamortised structuring fee

200 000
(602)

–
–

2 425 521

2 624 919

2 050 748

–

500 000

650 000

–

Nedbank Limited
Preference shares redeemed on 2 February 2012

–

90 000

Preference shares redeemed on 2 February 2012

–

110 000

650 000

700 000

1 974 919

1 350 748

Less: Short-term portion of interest-bearing debt
500 000

–

–

650 000

500 000

650 000

1 350 748

1 775 521

FirstRand Bank Limited
Bridging loan repaid on 19 August 2011
FirstRand Bank Limited
CMBS notes repayable on 28 March 2013

Total interest-bearing debt

The carrying amount of the interest-bearing debt approximates its fair value.
Debt funding
In terms of the Trust Deed, the Fund’s aggregated indebtedness may not exceed an amount equal to 40% of the gross value of the underlying
assets of the Fund. At 30 June 2012, the aggregate indebtedness amounted to 28,0% (2011: 23,7%) of the gross value of the underlying assets. As at
30 June 2012, Emira had a total debt facility available of R2 766 million (2011: R2 757 million).
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Interest-bearing debt (continued)
Various swaps and a cap have been entered into. The breakdown is as follows:
Rate
(%)
Debt – swap
– extended (R200 million)
– extended (R200 million)
– extended (R100 million)
Debt – swap
– extended
Debt – swap
– extended
Debt – swap
– extended
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap
Debt – swap

June 2013
June 2022
June 2023
June 2023
October 2013
November 2020
June 2014
July 2024
December 2014
December 2024
June 2015
June 2015
June 2015
September 2015
November 2015*
March 2016
June 2016
June 2016
June 2016
December 2016
September 2017
April 2019
March 2020
June 2021
September 2021

Amount
(Rm)

% of
debt

500,0

19,0

84,6

3,2

60,0

2,3

100,0

3,8

40,0
50,0
80,0
50,0
650,0
50,0
50,0
40,0
50,0
60,0
50,0
40,0
90,0
62,0
110,0

1,5
1,9
3,0
1,9
24,7
1,9
1,9
1,5
1,9
2,3
1,9
1,5
3,5
2,4
4,2

9,73
6,89

2 216,6
413,8

84,3
15,7

9,29

2 630,4
(5,5)

100,0

Less: Costs capitalised not yet amortised
Per statement of financial position

2 624,9

Debt – floating

9,20
9,80
10,23
9,83
10,25
9,74
9,25
9,59
9,66
9,56
9,66
9,61
9,83
8,67
9,78
8,88
9,67
9,92
9,88
9,69
8,96
10,11
9,89
9,09
9,81

Term

*Existing debt swaps that were in place have been novated to RMB. These revert back to Emira in April 2013 and continue until expiry, ranging between
November 2015 and November 2020.

Debt covenants
No covenants were breached during the financial year.
The following covenants in respect to loans to value, are applicable to the above:
Prescribed
covenant
(%)
FirstRand Bank Limited – loans
FirstRand Bank Limited – CMBS
Domestic Medium Term Notes
Nedbank Limited

40,0
45,0
40,0
40,0

Actual
covenant at
30 June 2012
(%)

29,5
30,3
34,6
29,8
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2011
R’000

GROUP
2012
R’000

2012
R’000

17

Deferred taxation
The analysis of the deferred taxation balance is as follows:
Change in fair value of investment properties
Change in fair value of derivative financial instruments
Allowance for future rental escalations
Amortising upfront lease costs
Provision for leave pay
Building allowances
Prepaid debtors
Prepaid expenses
Taxation loss

Current portion

18
97 351
40 388
18 969
–
9 471

121 950
44 430
20 508
–
10 803

166 179

197 691

166 179

197 691

2011
R’000

205 792
(3 926)
8 562
2 805
–
3 599
(1 772)
913
–

152 591
(4 731)
10 326
3 138
(88)
2 854
(1 741)
843
(5 407)

215 973

157 785

2 740

(3 539)

Reconciliation of the movement in deferred taxation liability:
Balance at 1 July 2011
Change in fair value of investment properties
Change in fair value of derivative financial instruments
Allowance for future rental escalations
Amortising upfront lease costs
Provision for leave pay
Building allowances
Prepaid debtors
Prepaid expenses
Taxation loss

157 785
53 201
806
(1 764)
(333)
88
745
(32)
70
5 407

141 127
12 100
(359)
(1 835)
(414)
(88)
512
487
843
5 412

Balance at 30 June 2012

215 973

157 785

154 412
64 688
26 838
972
18 706

131 419
60 516
25 186
2 776
17 163

265 616

237 060

265 616

237 060

Accounts payable
Trade payables
Tenant deposits
Prepaid debtors
Value added tax
Other payables

Current
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2011
R’000

GROUP
2012
R’000

19

2012
R’000

2011
R’000

3 665

–

3 665

–

Derivative financial instruments
Call option
Net fair value of the derivative asset at the balance sheet date was:
Derivative financial instrument relating to share appreciation rights scheme

The principal amount of the outstanding call option contract at
30 June 2012 was R4,325 million (2011: Rnil)

37 314
(37 314)
–

Interest-rate swaps
Net fair values of derivative liabilities at the balance sheet date were:
Interest-rate swap contracts
Less: Current portion

181 754
(55 140)
126 614

195 775
(69 161)
126 614

54 212
(54 212)
–

The principal amount of the outstanding interest-rate swap contracts
at 30 June 2012 was R2 216,6 million (2011: R1 906,6 million).
Refer to note 16 for details of the swap contracts.

20
455 188
(12 240)
2 399
1 639
129 150
123 098
(4 115)
(4 071)
(170 014)
7 670

544 712
(198 363)
109
(1 777)
68 250
188 830
(26 168)
144 440
(191 384)
8 563

528 704
(30 267)
15 833

537 212
(10 289)
31 508

514 270

558 431

(274 354)
(576 693)
296 221

(296 221)
(557 371)
284 842

(554 826)

(568 750)

Notes to the statements of cash flows
Cash generated from operations
Profit before income tax charge for the year adjusted for:
Fair value adjustments
Allowance for future rental escalations
Unamortised upfront lease costs
Payment in respect of amendment to existing service charge arrangement
Interest paid
Interest capitalised to cost of developments
Unrealised deficit/(surplus) on interest-rate swaps
Finance income
Depreciation

647 941
(307 127)
6 408
(587)
68 250
215 054
(26 169)
141 563
(5 274)
10 757

559 990
(125 165)
8 951
3 117
129 150
180 001
(4 115)
(2 789)
(10 205)
9 805

Operating profit before working capital changes
Increase in accounts receivable
Increase in accounts payable excluding STC

750 816
(8 395)
27 845

748 740
(30 483)
20 008

Cash generated from operations

770 266

738 265

Distribution to participatory interest holders
Distribution payable at 1 July 2011
Distribution for the year
Distribution payable at 30 June 2012

(296 221)
(557 371)
284 842

(274 354)
(576 693)
296 221

Distribution paid to participatory interest holders

(568 750)

(554 826)

Taxation paid
Taxation asset/(liability) at 1 July 2011
Movement in statement of comprehensive income:
SA normal taxation
STC
Tax balance in subsidiary acquired
Net taxation liability/(asset) at 30 June 2012

(9 796)
(685)
–
149

(322)
(1 189)
1 455
(562)

Taxation paid for the year

(9 770)

(1 267)

562

(649)
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FUND
2011
R’000

GROUP
2012
R’000

21

2012
R’000

2011
R’000

–

8 418

68 250

129 150

593 720
872 901
269 589

771 682
1 232 393
101 147

1 736 210

2 105 222

66 509
21 816

225 991
204 616

12 920
57 200
4 195 585

11 762
53 442
4 190 523

4 265 705

4 255 727

Related parties and related party transactions
At 30 June 2012 the Fund’s BEE partners – The Tiso Group, The Shalamuka
Foundation, Avuka Investments, The RMBP Broad-Based Empowerment Trust
and Mr B van der Ross – held 12,2% of the participatory interests in issue.
The remaining participatory interests were widely held.
The following transactions were carried out with related parties:

8 418

–

11 667
129 150

18 061
68 250

1 339 187
347 347
161 075

Strategic Real Estate Managers (Pty) Ltd
Expenditure comprising asset management fees – pre amendment to
service charge arrangement
Expenditure comprising asset management fees – post amendment to
service charge arrangement
Payment in respect of amendment to existing service charge arrangement
Relationship: Manager of Emira Property Fund
Freestone Property Holdings Limited
Shares
Loan
Interest received

1 339 187
189 336
187 156

Relationship: Wholly owned subsidiary
The above transactions were carried out on commercial terms and
conditions no more favourable than those available in similar arm’s length
dealings at market‑related rates.

22

538 105
917 811
70 124

382 661
573 922
245 429

1 526 040

1 202 012

23
213 420
204 616

50 145
21 816

5 295
21 822
3 504 216

5 753
23 169
3 508 022

3 531 333

3 536 944

Minimum contracted rental income
The Group has rental income receivable in terms of operating lease
contracts:
– Due within one year
– Due within two to five years
– Due beyond five years

Commitments and contingencies
Authorised capital expenditure
– Committed
– Contracted for
Operating lease commitments
Commitments due in respect of leases entered into on leasehold properties:
– Due within one year
– Due within two to five years
– Due beyond five years

Contingencies
The Fund had no material contingent liabilities at 30 June 2012.
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Post year-end events
Two properties, namely Mutual Mews and 33 Heerengracht were sold and transferred subsequent to the financial year-end for a combined
value of R36,9 million.
On 16 August 2012, Emira issued R400 million worth of unsecured three-month commercial paper, which was used to repay a portion
of the R650 million commercial mortgage-backed securitisation, due for repayment in March 2013. This represented a minor cost
improvement for PI holders and a further diversification of the sources of funding utilised by the Fund.

25

Segment information
The Fund’s activities are divided into three main categories,
namely:
Office – Comprises commercial properties
Retail – Comprises shopping centres
Industrial – Comprises industrial properties
Administrative and
Industrial corporate
R’000
R’000

Office
R’000

Retail
R’000

Sectoral segments
June 2012
Revenue

530 455

524 243

198 681

1 253 379

Revenue
Allowance for future rental escalations

541 646
(11 191)

518 964
5 279

199 177
(496)

1 259 787
(6 408)

Segmental result
Operating profit

291 072

296 119

139 227

3 123
3 027 980
142 800
125 584

582
1 446 640
18 100
132 984

10 757
8 813 718
632 697
212 421

Other information
Depreciation
Investment properties
Investment properties held-for-sale
Change in fair value of investment properties

7 052
4 339 098
471 797
(46 147)

(60 430)*

Total
R’000

665 988

June 2011
Revenue

542 575

494 445

186 940

1 223 960

Revenue
Allowance for future rental escalations

553 187
(10 612)

488 880
5 565

190 844
(3 904)

1 232 911
(8 951)

Segmental result
Operating profit

321 813

278 931

129 411

6 488
3 925 716
700 868
56 056

2 871
2 905 769
28 200
(17 640)

446
1 345 723
93 986
51 135

Other information
Depreciation
Investment properties
Investment properties held-for-sale
Change in fair value of investment properties

(132 438)

597 717
9 805
8 177 208
823 054
89 551

*Includes income from listed property investment of R33,5 million less management expenses of R68,3 million and general Fund expenses of
R25,6 million.

No segment analysis of liabilities and the related interest payable has been presented as liabilities cannot be linked to specific properties.
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Segment information (continued)

Geographical segments
June 2012
Revenue
– Gauteng
– Western and Eastern Cape
– KwaZulu-Natal
– Free State

Investment properties
– Gauteng
– Western and Eastern Cape
– KwaZulu-Natal
– Free State

June 2011
Revenue
– Gauteng
– Western and Eastern Cape
– KwaZulu-Natal
– Free State

Investment properties
– Gauteng
– Western and Eastern Cape
– KwaZulu-Natal
– Free State

Administrative and
corporate
R’000

Office
R’000

Retail
R’000

Industrial
R’000

Total
R’000

382 245
73 336
47 660
27 214

348 929
45 870
79 490
49 954

147 026
22 845
28 810

878 200
142 051
155 960
77 168

530 455

524 243

198 681

1 253 379

3 333 071
577 250
287 577
141 200

1 945 935
324 600
487 545
269 900

1 100 740
166 300
179 600

6 379 746
1 068 150
954 722
411 100

4 339 098

3 027 980

1 446 640

8 813 718

398 010
74 285
46 611
23 669

324 949
44 231
81 550
43 715

139 726
21 654
25 560
–

862 685
140 170
153 721
67 384

542 575

494 445

186 940

1 223 960

2 945 419
572 332
286 273
121 692

1 890 626
288 770
489 473
236 900

1 007 186
163 840
174 697
–

5 843 231
1 024 942
950 443
358 592

3 925 716

2 905 769

1 345 723

8 177 208
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Financial risk management
The Group’s financial instruments consist mainly of deposits with banks, accounts receivable and prepayments, derivative financial instruments,
interest-bearing debt, accounts payable and distributions payable to participatory interest holders. In respect of the aforementioned financial
instruments, book values approximate fair value.
Exposure to interest rate, credit and liquidity risks occurs in the normal course of business. The risk committee is responsible for the
management of these risks.
Cash resources are monitored to meet working capital requirements and surplus cash is applied on an access basis against long-term
interest-bearing liabilities.
Capital risk management
The capital structure of the Fund is governed by the Trust Deed. The Group’s borrowings are limited to 40% of the value of the Group’s
total assets.
The Group’s utilised borrowing capacity at 30 June 2012 can be summarised as follows:

Total assets
Total borrowings
Utilised capacity

2012
R’000

2011
R’000

9 362 346
2 624 919
28,0%

8 635 964
2 050 748
23,7%

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices. The
Group’s market risks arise from changes in foreign currency exchange rates and interest rates.
The Group enters into interest-rate swap agreements to mitigate the risk of rising interest rates as set out in note 16.
Foreign currency risk management
The Group’s exposure to exchange rate fluctuations arises through its investment in GOZ which is an Australian listed REIT.
The following table details the Group’s sensitivity to a 10% increase and decrease in the rand against the Australian dollar. 10% is the sensitivity
rate used when reporting foreign currency risk internally to key management personnel and represents management’s assessment of the
reasonably possible change in foreign exchange rates:
Increase

Profit or loss
Investment in listed property investment

Decrease

2012
R’000

2011
R’000

2012
R’000

2011
R’000

(3 352)
41 846

(2 700)
26 824

3 352
(41 846)

2 700
(26 824)

Interest-rate risk management
The Group’s exposure to interest rates on financial instruments at the date of the statement of financial position is set out in note 19.
Interest rates are constantly monitored and appropriate steps are taken to ensure that the Company’s exposure to interest rate fluctuations is
limited. Interest rates have been fixed for extended periods ranging from 2014 to 2024. The average rate of interest at 30 June 2012 (applicable
to the fixed interest rate agreements) was 9,73% (2011: 9,36%).
At 30 June 2012, 15,7% of Emira’s debt was subject to a variable or floating interest rate and was not covered by an interest-rate swap
agreement. An increase in the prime interest rate of 1% per annum would result in an increase in interest payable, of R4,1 million per annum,
in respect of the floating portion of the Group’s debt.
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Financial risk management (continued)
Equity price risk
The listed property investment in GOZ, of R418,5 million (2011: R268,2 million) is subject to equity price risk. It is reflected at fair value based
on the quoted bid price at 30 June 2012, of AUD2,10. The following table details the Group’s sensitivity to a 10% increase or decrease in the
quoted price of the listed property investment on the Australian Stock Exchange:
2012
R’000

2012
R’000

2011
R’000

2011
R’000

10%
increase

10%
decrease

10%
increase

10%
decrease

41 846

(41 846)

26 824

(26 824)

Listed property investment

Credit risk management
Credit risk is limited to the carrying amount of financial assets at the date of the statement of financial position.
Potential areas of credit risk consist of trade receivables and short-term cash investments. Trade receivables consist of a large, widespread
tenant base. All specific doubtful debts have been impaired and at year-end management did not consider there to be any material credit risk
exposure that was not already covered by an impairment adjustment.
The impairment adjustment at 30 June 2012 was R29,4 million (2011: R28,6 million) net of tenants’ deposits and guarantees held as security.
The Group held cash deposits and guarantees with a fair value of R95,5 million at 30 June 2012 (2011: R100,1 million).
The specifically impaired receivables relate to tenants who have either been handed over for non-payment, or have vacated the premises.
It is expected that a portion of the specifically impaired receivables will be recovered.
The allowance for impaired receivables and receivables written off are included in property expenses. Amounts charged to the allowance
will be written off when all avenues for recovery have been exhausted and there is no expectation that any further cash will be received.
At 30 June 2012 no geographic area, rental sector or size of tenant had been identified as a specific credit risk.
The credit quality of financial assets was as follows:
Cash and cash equivalents – FirstRand Bank Ltd – BBB+ (Fitch)
Derivative financial instrument – Investec Bank Ltd – BBB (Fitch)
Receivables past due but not impaired
Receivables are considered to be “past due” when they are uncollected one day or more beyond their contractual due date.
As at 30 June 2012, trade receivables of R31,0 million (2011: R35,4 million) were considered past due but not impaired.
These include varied tenants with no recent history of payment default.
Liquidity risk management
Liquidity risk is the risk that the Group will be unable to meet its financial commitments. The risk is minimised by holding cash balances and
by a floating loan facility.
The Group monitors liquidity risk by regularly monitoring forecast cash flows. Although at the year-end the Group’s current liabilities
substantially exceed its current assets the Group has sufficient undrawn loan facilities in order to meet its cash flow obligations.
The following table details the maturity of financial assets and liabilities and is used by management to manage liquidity risks.
The amounts disclosed in the table below are the contractual undiscounted cash flows. Undiscounted cash flows in respect of balances
due within one year or less generally equal their carrying amounts in the statement of financial position as the impact of discounting is not
significant.
The fair value of the derivative financial instruments fluctuates in line with interest rate movements. This value will reduce to nil on expiry date.
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Financial risk management (continued)
Weighted
average
effective
interest
rate
%
Year ended 30 June 2012
Financial assets
Listed property investment
Accounts receivable
Derivative financial instrument
Cash and cash equivalents

9,29

Total financial liabilities

22 188
126 504

422 124

650 000
265 616
69 161

1 974 919
19 528

–

548 628

107 086

2 624 919
265 616
195 775

284 842
1 269 619

284 842
1 994 447

107 086

268 235
5,0 – 6,0

9,36

200 000
500 000
237 060
54 212
296 221
1 287 493

268 235

–

458 088
200 000
1 850 748
237 060
54 212
296 221

1 350 748

1 350 748

3 371 152

268 235
95 341
94 512

95 341
94 512
189 853

Total
R’000

418 459
104 316
3 665
22 188

3 665
5,0

Total financial assets
Financial liabilities
Redeemable preference shares
Interest-bearing debt
Accounts payable
Derivative financial instruments
Distributions payable to participatory interest holders

More than
5 years
R’000

418 459

Total financial liabilities
Year ended 30 June 2011
Financial assets
Listed property investment
Accounts receivable
Cash and cash equivalents

1 – 5 years
R’000

104 316

Total financial assets
Financial liabilities
Interest-bearing debt
Accounts payable
Derivative financial instruments
Distributions payable to participatory
interest holders

1 year
or less
R’000

–

2 638 241
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Financial risk management (continued)
Cash and cash equivalents
It is the Group’s policy to deposit short-term cash investments with FirstRand Bank Limited, which has been given a BBB+ rating by
Fitch Ratings Ltd.
Fair value estimation
Effective 1 July 2009, the Group adopted the amendment to IFRS 7 for financial instruments that are measured in the statement of financial
position at fair value. This requires disclosure of fair value measurements by level of the following fair value measurement hierarchy:
– Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).
– Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as prices) or
indirectly (that is, derived from prices) (level 2).
– Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).
The following table presents the Group’s assets and liabilities that are measured at fair value at 30 June 2012:

R’000
Assets
Financial assets at fair value through profit or loss
– Listed property investment
– Derivative financial instrument
Total assets

Level 1

Level 3

418 459
418 459

3 665

–

195 775
–

Total
balance

418 459
3 665

3 665

Liabilities
Financial liabilities at fair value through profit or loss
– Derivative financial instruments
Total liabilities

Level 2

422 124

195 775

195 775

–

195 775

The fair value of financial instruments traded in active markets is based on quoted market prices at the date of the statement of financial
position. A market is regarded as active if quoted prices are readily and regularly available from an exchange, dealer, broker, industry group,
pricing service, or regulatory agency, and those prices represent actual and regularly occurring market transactions on an arm’s length
basis. The quoted market price used for financial assets held by the Group is the current bid price. These instruments are included in level 1.
The instrument included in level 1 comprises an investment in a property trust, listed on the Australian Stock Exchange (ASX), classified as
trading security.
The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is determined by
using valuation techniques. These valuation techniques maximise the use of observable market data where it is available and rely as little as
possible on entity-specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included
in level 2.
If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.
Specific valuation techniques used to value financial instruments include:
– Quoted market prices or dealer quotes for similar instruments.
– The fair value of interest-rate swaps is calculated as the present value of the estimated future cash flows based on observable yield curves.
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Portfolio summary
Sectoral profile
Office

Retail

Industrial

Total

% of GLA
Weighted average lease escalation (%)

38,4
8,8

32,5
7,8

29,1
8,7

100,0

Lease expiry profile (% of revenue)
Year 1
Year 2
Year 3
Year 4
Year 5+

19,9
10,2
5,7
3,8
5,8

9,9
8,2
6,9
5,4
7,1

6,0
4,1
4,8
0,7
1,5

35,8
22,5
17,4
9,9
14,4

45,4

37,5

17,1

100,0

7,2
1,3
12,0
6,9
3,9
7,0

2,1
0,8
5,8
6,1
6,1
11,1

0,9
0,8
9,0
7,5
7,3
4,2

10,2
2,9
26,8
20,5
17,3
22,3

38,3

32,0

29,7

100,0

18,6

6,5

3,2

10,2

Gauteng

Western
and
Eastern
Cape

KwaZuluNatal

Free State

Total

69,0

13,0

13,0

5,0

100,0

Grade A

Grade B

Grade C

Total

54,0

17,0

29,0

100,0

Lease expiry profile (% of GLA)
Vacant
Expiries rolled over
Year 1
Year 2
Year 3
Year 4+

Vacancy profile (% of GLA)
Geographical profile

% of GLA
Average annualised yield achieved by the portfolio was 8,2%.
Tenant profile

% of GLA

Tenants have been graded as follows:
“A” grade: Large national tenants, large listed tenants, government and major franchisees. These include, inter alia, Absa Bank, Afrox, the
Department of Labour, Edgars, FirstRand Bank, JD Group, Pepkor, Pick n Pay Stores, Shell, the Standard Bank Group, Ster-Kinekor, Truworths
International and Virgin Active.
“B” grade: National tenants, listed tenants, franchisees and medium to large professional firms. These include, inter alia, Afgri, Builder’s
Express, Debonairs Pizza, Fishaways, John Dory’s, Mikes Kitchen, Postnet, Rage Distribution, Torga Optical, UCS Group, Vodacom, Young &
Rubicam and Wimpy.
“C” grade: Other tenants comprise all other tenants that do not fall into the above two categories.
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28

Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience as adjusted for current market conditions and
other factors.

28.1

Critical accounting estimates and assumptions
Management makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom
equal the related actual results. The estimates, assumptions and management judgements that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are outlined in the following:
Investment properties – Note 7
The valuation of investment properties was determined principally using discounted cash flow projections, based on estimates of future cash
flows, supported by the terms of any existing lease contracts and by external evidence such as current market rentals for similar properties
in the same location and condition, and using discount rates that reflect current market assessments of the uncertainty in the amount and
timing of the cash flows.
The future rental rates were estimated depending on the actual location, type and quality of the properties and taking into account market
data and projections at the valuation date, as well as the length of vacant periods following the expiry of existing lease agreements.
Accounts receivable – Note 12
At each statement of financial position date, management considers each material debtor in respect of whom legal proceedings have been
instituted, in order to determine the level of recoverability. A provision is made for portion of those considered irrecoverable.
Derivative financial instruments – Note 19
The valuation of derivative financial instruments was determined using discounted cash flow projections, based on estimates of future cash
flows, supported by the terms of the relevant swap agreements and external evidence such as the ZAR 0-coupon perfect-fit swap curve (“the
swap curve”). Future floating cash flows are determined using forward rates derived from the swap curve as at 30 June 2012. The net cash
flows were discounted using the swap curve as at 30 June 2012.
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29

Participatory interest (PI) holders’ profile and JSE information at 30 June 2012
Number
of holders

% of
holders

Number of
participatory
interests

% of
capital

9
5

0,18
0,10

6 390 726
59 369 822

1,28
11,85

Non-public
Public

14
4 933

0,28
99,72

65 760 548
435 103 934

13,13
86,87

Totals

4 947

100,00

500 864 482

100,00

Distribution of PI holders
Banks
Close corporations
Empowerment
Endowment funds
Individuals
Insurance companies
Investment banks
Investment companies
Medical schemes
Mutual funds
Nominees and trusts
Other corporations
Private companies
Retirement funds

21
43
5
110
3 460
47
5
21
14
185
768
25
82
161

0,43
0,87
0,10
2,22
69,94
0,95
0,10
0,43
0,28
3,74
15,52
0,51
1,66
3,25

5 371 328
2 388 554
60 880 955
6 096 410
26 125 335
50 439 457
862 694
18 077 799
1 998 076
211 551 721
22 017 161
413 948
5 622 196
89 018 848

1,07
0,48
12,15
1,22
5,22
10,07
0,17
3,61
0,40
42,24
4,40
0,08
1,12
17,77

Totals

4 947

100,00

500 864 482

100,00

Range analysis at 30 June 2012
1 – 1 000
1 001 – 10 000
10 001 – 100 000
100 001 – 1 000 000
Over 1 000 000

433
3 065
1 104
259
86

8,75
61,96
22,32
5,23
1,74

244 324
14 309 248
31 553 364
85 200 701
369 556 845

0,05
2,86
6,30
17,01
73,78

Totals

4 947

100,00

500 864 482

100,00

Holder
Tiso Group
Momentum Group
Government Employees Pension Fund

42 271 468
41 626 898
29 177 523

8,44
8,31
5,83

Manager
List of managers managing in excess of 5% of the issued participatory
interest capital
Stanlib
Old Mutual
Prudential

36 273 678
27 922 641
27 050 420

7,24
5,57
5,40

Directors’ holdings
Empowerment partners excluding directors’ holdings

The following holders of PIs hold, beneficially directly or indirectly, at
30 June 2012, in excess of 5% of the issued participatory interest capital:
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Directors of STREM holdings in participatory interests in Emira Property Fund
The director’s holding in the participatory interests of the Fund as at 30 June 2012 were:
Beneficial
direct
2012

Director
Executive directors
James Templeton
Peter Thurling
Non-executive directors
Michael Aitken
Bryan Kent
Nocawe Makiwane
Thys Neser
Warren Schultze
(resigned 20 August 2012)
Nkululeko Sowazi
(resigned 24 August 2011)
Ben van der Ross
Totals

Held by
Beneficial
indirect associates
2012
2012

349 800
32 000

188 000

20 000

288 000
413 878
1 511 133
20 000

401 800

Total
2012

Beneficial
direct
2011

349 800

349 800

220 000

32 000

308 000

20 000

220 000

288 000

1 511 133

1 511 133

3 176 915

308 000
413 878
1 511 133

20 000

3 176 915
308 000

349 800

413 878

391 000

Total
2011

188 000

413 878

391 000

5 680 926

Held by
Beneficial
indirect associates
2011
2011

20 000

6 390 726

401 800

20 000

391 000

391 000

7 820 221

7 820 221

3 176 915

3 176 915

13 501 147

308 000

14 210 947

There has been no change in the interests of directors in the stated capital of the Fund since the end of the financial year to the date of this
report.

31

Property listing (including new acquisitions)

Type
Office
Office

Property
1 Kikuyu Road*

Location

1 Kikuyu Road,
Sunninghill, Sandton
100 on Armstrong 100 Armstrong Avenue,
Forest Park, La Lucia
Ridge, Durban

Office

1059 Francis
Baard

Office

12 Baker Street*#

Office

122 Pybus
Road

Office

16 Jan Smuts
Avenue

Major tenant

GLA

Weighted
30 June
average
2012
gross
valuation
rent/m²
R (incl parking)

Fluor SA (Pty) Ltd

7 845

77 800 000

111,29

1,8

0,9

2 871

36 000 000

135,76

0,8

0,4

6 047

56 900 000

123,58

1,3

0,6

4 636

51 000 000

111,29

1,2

0,6

5 340

32 491 000

98,67

0,7

0,4

2 328

19 500 000

–

0,4

0,2

Nedbank Limited, SAP
South Africa, Finstate, Iquad
Group Support Services,
Glaxosmithkline SA
1059 Francis Baard
Media 24, United Nations Office
Street, Hatfield, Pretoria for Drug Control and Crime
Prevention, Channel Life
12 Baker Street,
Sasol Group Services (Pty)
Rosebank,
Limited
Johannesburg
122 Pybus Road,
Nthwese Developments,
Sandton
SBT Juul SA, la Generale Des
Carrieres Et Des Mines, Tirhani
Reginald Tshabalala & Steven
James Merchak, Sanaka
Enterprises Connection
16 Jan Smuts
Venn and Milford Incorporated
Avenue, Parktown,
Johannesburg

% of
% of
sector portfolio

* Single tenant – weighted average for all single tenant buildings in office sector – R111,29/m².
#
Independently valued at 30 June 2012
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Property listing (including new acquisitions) (continued)

GLA

30 June
2012
valuation
R

Weighted
average
gross
rent/m²
(incl parking)

Telesure Group Services
(Pty) Ltd

2 312

32 100 000

111,29

0,7

0,4

Sasol Group Services (Pty) Ltd

5 603

60 000 000

111,29

1,4

0,7

Professional Career Services,
Joshila Desai Inc
FNB Commercial, Argility,
Ideco Group, FNB Life Division,
Strategic Simulation Solutions
BTS Africa, FNB Homeloans
Only the Best, Dept of Public
Works, Health Science
Academy, Worldwide
Information, HRD in Healthcare
Purchased by Grand Parade
Investments Ltd
Naidu Consulting, Seanda
Healthcare, Uniclox

1 752

6 350 000

19,06

0,1

0,1

9 881

120 500 000

123,07

2,8

1,4

3 787

21 900 000

91,48

0,5

0,2

6 744

25 000 000

–

0,6

0,3

1 256

15 100 000

139,97

0,3

0,2

Vodacom (Antenna)

5 922

48 400 000

–

1,1

0,5

Hardwood Kirsten Leigh-McCoy

4 808

45 400 000

111,29

1,0

0,5

United Nations Development
Programme
De Vries Shields Chiat Inc, Eris
Property Group, DRA Mineral
Projects, Medway (Manage Plus
Fund Administrators), Unitrans
Automotive, CK Friedlander
Shandling Volks Inc, Dynamix
Training Solutions
Magalieszicht Avenue, The Resolve Group, Northam
Dunkeld West, Sandton Platinum Ltd, Aegis Media
Central Services, Scarab
IT Solutions, Bouwers
Incorporated
Amadeus Global Travel
Turnberry Office Park,
Distributors SA
48 Grosvenor Road,
Bryanston, Sandton
1 Mariendahl Lane,
ASISA, World Wide Fund
Newlands, Cape Town for Nature SA, Professional
Provident Society Investments,
Momentum Investments
Shared Services, Arcadia
Management, Resafrica
Pick n Pay, Succeed SA
23 Jorissen Street,
Magazine, CTH Legal
Braamfontein,
Aministration Trust, The Ford
Johannesburg
Foundation, The Mvula Trust,
Centre for the Study of Violence
& Reconciliation

4 585

55 100 000

111,29

1,3

0,6

6 336

59 550 000

116,49

1,4

0,7

8 107

94 900 000

119,87

2,2

1,1

2 800

41 069 000

111,29

0,9

0,5

8 023

116 700 000

152,21

2,7

1,3

21 197

123 978 000

87,66

2,9

1,4

Type

Property

Office

2 Frosterley Park* 2 Frosterley Crescent,
La Lucia Ridge,
Umhlanga Rocks,
Durban
2 Sturdee
2 Sturdee Avenue,
Avenue*#
Rosebank,
Johannesburg
261 Surrey
261 Surrey Avenue,
Avenue#
Ferndale, Randburg
267 West
267 West Avenue,
Centurion, Pretoria

Office
Office
Office

Location

Office

284 Oak Avenue

284 Oak Avenue,
Ferndale, Randburg

Office

33 Heerengracht∆

Office

5 The Boulevard

Office

500 Smuts Drive

Office

6 Kikuyu Road*

Office

7 Naivasha
Road*#
80 Strand Street
(50%)

33-39 Heerengracht
Street, Cape Town
No. 5 The Boulevard,
Westway Office Park,
Westville, Durban
500 Smuts Drive,
Halfway House,
Midrand
6 Kikuyu Road,
Sunninghill, Sandton
7 Naivasha Road,
Sunninghill, Sandton
80 Strand Street, Cape
Town CBD

Office

Office

Albury Park

Office

Amadeus Place*

Office

Boundary
Terraces

Office

Braamfontein
Centre

Major tenant

* Single tenant – weighted average for all single tenant buildings in office sector – R111,29/m².
#
Independently valued at 30 June 2012
∆
Occupied by purchaser at year-end, but transferred post year-end

% of
% of
sector portfolio
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Property listing (including new acquisitions) (continued)

Type

Property

Location

Office

Bradenham Hall

Mellis Avenue, Rivonia,
Sandton

Office

Office

Office

Office

Office
Office

Office

Office

Office
Office

Office

Office

Office

Office

Major tenant

Millward Brown Impact, QAD
Software SA, Stratus Office
Consumables, Bramel Business
Solutions
Brooklyn Forum#
337 Veale Street, New
Newtons Incorporated, Nedbank,
Muckleneuk, Pretoria
BILD Architects, Finbond, VFS Visa
Processing (SA), S A Home Loans
Brooklyn Office Park 105 Nicolson Street,
Mazars Moores Rowland, Discovery
Brooklyn, Pretoria
Health, KMG and Associates Inc,
Molo Africa Speech Technologies,
Khauleza IT Solutions, Mosela
Rating Agency
Chiappini House#
26 Chiappini Street,
Trade Roots, Diamond’s Discount
Cape Town
Liquor, De Waterkant Health, The
Big Picture Company, Legends
Music
Convention House 125 Florence Nzama
All Life, Forever Living Products SA,
Street, Durban
Tshwane University of Technology,
Larson Burton & Faconer Inc,
Push to Talk Africa
Corobay Corner
Cnr Aramist and Corobay Worley Parsons RSA, Eris Property
Avenue, Menlyn
Group
Topexec, Waterworks, E+PC
Corporate Park 66
Cnr Von Willich Avenue
Engineering Projects, Professional
and Lenchen Street,
Medical Scheme Administrator, Neil
Lyttleton, Centurion
Harvey & Associates
CRB House#
St Leger & Viney, Woodlam
Cnr Kramer & Desmond
Tabletop Furniture & Mitrekraft
Streets, Kramerville,
Funiture, Consumer Motivation,
Sandton
U & G Fabrics (Sol Danka), Whatnot
Natural Fabrics, Ersoy Sales
Derby Downs
9 Derby Place & 4 Sookhai Lafarge SA, SA Biomedical,
Tradebridge, Subcocept
Place, Derby Downs,
Westville, Durban
Discovery Health
Oak Road, Centurion,
Discovery Health
PTA*
Pretoria
Strauss Daly Inc, East Coast Radio,
East Coast Radio
314/7 Umhlanga Rocks
Absa Bank, Dimension Data
House
Drive, Umhlanga Rocks,
Durban
East Rand Junction Cnr Pond & Frank Streets, Hammond Pole Majola Inc,
Boksburg
Wesbank, Virtual Card Acquiring,
Associated Energy Services,
Standard Bank
Epsom Downs
13 Sloane Street,
Angor Property Specialists,
Office Park
Bryanston
Hemocue SA, MRJM Transport
Services, Technip, Sun Circle
Publishers, General & Professional
Liability Acceptances
Faerie Glen Office
291 Sprite Avenue, Faerie Softline VIP, Firstrand Bank,
Park
Glen, Pretoria
Momentum, Simeka Consultants
and Actuaries, Pro Arnan
Fleetway House
17 Martin Hammerschlag Management Computer Services,
Way, Cape Town
Academy of Maritime Medicine, The
Property Administrators, Fleetway
Takeaways, Ocean Front Logistics

GLA

30 June
2012
valuation
R

Weighted
average
gross
rent/m²
(incl parking)

4 761

43 000 000

97,91

1,0

0,5

7 382

75 500 000

123,16

1,7

0,9

5 352

43 400 000

107,15

1,0

0,5

1 024

11 600 000

107,14

0,3

0,1

6 249

39 400 000

97,62

0,9

0,4

13 865

289 685 779

–

6,7

3,3

13 566

214 464 000

142,56

4,9

2,4

5 940

34 000 000

62,78

0,8

0,4

2 139

20 400 000

86,07

0,5

0,2

3 863

52 200 000

111,29

1,2

0,6

5 496

50 277 000

129,90

1,2

0,6

6 710

46 600 000

82,63

1,1

0,5

9 552

60 000 000

79,57

1,4

0,7

9 852

126 300 000

165,23

2,9

1,4

7 090

33 400 000

57,09

0,8

0,4

% of
% of
sector portfolio

* Single tenant – weighted average for all single tenant buildings in office sector – R111,29/m².
#
Independently valued at 30 June 2012
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Property listing (including new acquisitions) (continued)
Weighted
average
gross
rent/m²
(incl parking)

Type

Property

Location

Major tenant

GLA

30 June
2012
valuation
R

Office

Gateview

3 Sugar Close, Umhlanga,
Durban

2 796

27 600 000

126,64

0,6

0,3

Office

Georgian Place#

18 Southway Road, Kelvin

9 485

32 397 000

108,29

0,7

0,4

Office

Hamilton House#

3 262

39 200 000

116,90

0,9

0,4

Office

Harbour Place#

30 Chiappini Street,
Cape Town
7 Martin Hammerschlag
Way, Cape Town

5 063

47 000 000

89,29

1,1

0,5

Office

Harrogate Park#

1 711

14 700 000

121,88

0,3

0,2

Office

Hyde Park Lane

15 334

186 300 000

121,09

4,3

2,1

Office

Iustitia Building#

Cnr St Andrews & Aliwal
Streets, Bloemfontein

5 360

32 100 000

81,07

0,7

0,4

Office

Knightsbridge
Manor

33 Sloane Street,
Bryanston Ext 4

10 194

81 600 000

104,54

1,9

0,9

Office

Gordon Hood Avenue,
Centurion, Pretoria
Lincoln Wood Office 6 & 8 Woodlands Drive,
Park
Woodmead

Dimension Data, Nurturing Orphans
of Aids for Humanity, Always Active
Technologies
The Heaven Group, Infinex Financial
Services, Traffic Freeflow, Motorola
Solutions Southern Africa, Silkwood
Interiors, Derma-ion,
Nethwork BBDO (Cape), Gloo Digital
Design
Hyundai Culemborg, Megafreight
Services Cape, Metal & Engineering
Industries Bargaining Council,
Tracker Connect, SA Inshore Fishing
Industry Association
Strachan & Cruise, KPMG Services,
Naidu Incorporated
Standard Bank, Tag Travel, Property
Marketing, Vistar, Ezee-Dex
Industrial Procurement Services,
Willis RE
Society of Advocates, Mutual &
Federal, NW Phalatsi & Partners,
Mphafi Khang Incorporated
Norilsk Nickel Africa, Axis House,
Kingfisher Resorts Management
SA, Southtel VOD, Dovetail Business
Solutions, Efficiency Advertising &
Marketing, Core Freight Systems
SIAS Administration (Outsurance)

5 977

79 400 000

111,29

1,8

0,9

Reunert Management Services,
G4 Security Solutions (SA), Water
& Sanitation Services SA, Altech
Radio Holdings, Rennie Property
Management Gauteng
Cement & Concrete Institute, End
User Finance, Tshianeo Holdings,
Neo and Moleko’s Investments,
The Principal Officers Association
of SA, SA Council for the Quantity
Surveying Profession
Absa Bank, Standard Bank,
Firstrand Bank, Liberty Life,
Motla Conradie Attorneys
First National Bank, Healthtech
Laboratories

10 911

90 500 000

60,00

2,1

1,0

5 659

36 200 000

89,90

0,8

0,4

9 852

106 500 000

127,10

2,5

1,2

2 532

13 900 000

79,23

0,3

0,2

Rentcorp Africa Technical, Ngubane
& Company, Postnet Southern
Africa, PFK Electronics, City of
Johannesburg (Library & Info
Services)

13 373

49 000 000

66,90

1,1

0,6

Office

Pretorius Street, Hatfield,
Pretoria
Cnr Jan Smuts Avenue
& William Nicol Drive,
Hyde Park, Sandton

Lake Buena Vista 1#

Office

Lone Creek

21 Mac Mac Road &
Howick Close, Waterfall
Park, Midrand

Office

Menlyn Square
Office Park

116 Lois Avenue, Menlyn,
Pretoria

Office

Midrand (Cnr
Douglas and Old
Pretoria Roads)
Midrand Business
Park

Corner Douglas Road
& Old Pretoria Road,
Randjiespark, Midrand
563 Main Road, Halfway
House, Midrand

Office

* Single tenant – weighted average for all single tenant buildings in office sector – R111,29/m².
#
Independently valued at 30 June 2012

% of
% of
sector portfolio
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Property listing (including new acquisitions) (continued)
Weighted
average
gross
rent/m²
(incl parking)

Type

Property

Location

Major tenant

GLA

30 June
2012
valuation
R

Office

Newlands Terraces

8 Boundary Road,
Newlands, Cape Town

4 531

72 400 000

136,51

1,7

0,8

Office

Olivedale Office
Park#

Cnr Olive & Lima Street,
Olivedale, Randburg

3 227

16 350 000

75,35

0,4

0,2

Office

Omni Centrum#

73 Aliwal Street,
Bloemfontein

5 447

24 800 000

66,11

0,6

0,3

Office

Podium at Menlyn

9 090

164 660 470

–

3,8

1,9

Office

Rentworks

3 027

38 600 000

101,89

0,9

0,4

Office

Rigel Office Park

43 Ingersol Road,
Lynnwood Glen, Pretoria
Turnberry Office Park,
48 Grosvenor Road,
Bryanston, Sandton
446 Rigel Avenue,
Erasmusrand, Pretoria

UCS Technology Services, Western
Province Rugby Football Union,
Taquanta Asset Managers, UCS
Solutions
DNA Telesales, Associated Neural
Technologies, Rose Courtz,
R & R Wholesalers and Distributors,
Uphando Forensic Services
Gauteng
Surveyor General, Free State
Dept of Education, Dept of Rural
Development, Dept of Agriculture,
Metropolitan Health Corporate
Safcol

4 417

64 600 000

136,48

1,5

0,7

Office

Riverworld Park#

5 076

39 000 000

101,69

0,9

0,4

Office

Sandgate Park

12 120

57 500 000

62,16

1,3

0,7

Office

Southern Life Plaza#

10 697

84 300 000

104,87

1,9

1,0

Office

5 814

80 800 000

111,29

1,9

0,9

Office

Spoor & Fisher 11
& 13*
Strathmore Park

3 949

37 300 000

132,91

0,9

0,4

Office

Sturdee House#

1 695

20 000 000

129,58

0,5

0,2

Rentworks Africa (Pty) Ltd

University Research Co, Afri G.I.S,
MSPH South Africa, Masthead
Distribution Services
42 Homestead Road,
The Jupiter Drawing Room, Aptus
Edenburg, Sandton
Integrated Solutions
16 Desmond Street,
Griffiths & Griffiths, Four Moons
Eastgate, Kramerville
Trading, Jaycor International, Hertex
Fabrics (Transvaal), Riskcon Security
Holdings, Nicci Boutiques
41 Maitland Street,
Free State Legislature, Firstrand
Bloemfontein
Bank, FNB Shared Services, Eris
Property Group, Bata Shoes, Drs
Thompson & Steyn
Highgrove Office Park, Oak S and F Management Services
Road, Centurion
305 Musgrave Road,
Vox Orion, Crawford & Co, H T
Musgrave, Durban
Insurance Brokers, S A Biomedical,
Positive Packaging Industries SA,
Adcorp Group Business Services
9 Sturdee Avenue,
Netcare Rosebank Hospital, Uhy
Rosebank, Sandton
Hellmann (SA)

% of
% of
sector portfolio

* Single tenant – weighted average for all single tenant buildings in office sector – R111,29/m².
#
Independently valued at 30 June 2012
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Property listing (including new acquisitions) (continued)

Type

Property

Office

The Avenues North# 6 Mellis Road, Edenburg,
Sandton

Office

The Gables

Office

The Pinnacle

Office

Tuinhof

265 West Avenue,
Centurion, Pretoria

Office

Waterkloof House*

Office

Wesbank House

Cnr Fehrsen Street
& Waterkloof Road,
Brooklyn, Pretoria
21 Riebeek Street, Cape
Town CBD

Office

Westway

Office

Woodmead Office
Park

Subtotal Office

Location

320 Duncan Street,
Hatfield, Pretoria
2 Burg Street, Cape Town
CBD

Weighted
average
gross
rent/m²
(incl parking)

Major tenant

GLA

30 June
2012
valuation
R

Connection Group Holdings, Bytes
Technology, LMM Investments,
Network Telex (SA)
G4S Secure Solutions (SA)

3 471

32 131 000

118,42

0,7

0,4

2 851

33 000 000

130,44

0,8

0,4

Cape Town Tourism, Apache Spur
Steak Ranch, Kelly Group, Talani
Quantity Surveyors, Friedrich
Naumann Stiftung Fur die Freiheit,
Manpower SA
DRA Mineral Projects, DEKRA
Industrial, FNB Forex, Quality
Business Consultants, Internex
Engineering & Management
Consulting, Tim du Toit & Co
Incorporated
South African Revenue Services

12 052

94 000 000

124,62

2,2

1,1

8 772

80 600 000

127,32

1,9

0,9

4 094

43 900 000

111,29

1,0

0,5

9 375

78 400 000

114,58

1,8

0,9

2 277

29 400 000

162,08

0,7

0,3

17 514

130 800 000

91,34

3,0

1,5

456 027 4 338 903 249

108,96

100,0

49,2

Dept of Labour, Wesbank, Thomson
Reuters (Marketing) SA, Ian Rubin’s
Liquorland
17 The Boulevard,
First National Asset Management
Westway Office Park,
& Trust Company, FNB Personal
Westville, Durban
Banking, Aecom Davis Langdon SA,
Warwick Invest
140 & 145 Western
SIMPROSS (Mine Health & Safety
Services Road, Woodmead Council), Spur Group, ECI Africa
Consulting, Musgrave Agencies,
Nobel Biocare SA, Nobuntu
Recruitment

* Single tenant – weighted average for all single tenant buildings in office sector – R111,29/m².
#
Independently valued at 30 June 2012
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Property listing (including new acquisitions) (continued)

Type

Property

Location

Retail

1289 Heuwel
Avenue

1289 Heuwel Avenue,
Centurion, Pretoria

Retail

Bizana Shopping
Centre#

Retail

Boskruin Shopping
Centre

Retail

Brandwag

Retail

Central Square
Idutywa#

Retail

Cofimvaba
Shopping Centre#

Retail

Cresta Corner

Retail

Dundee Boulevard#

Retail

Epsom Downs
Shopping Centre

Retail
Retail

Flagstaff Shopping
Centre#
Gateway

Retail

Granada Square#

Retail

Greytown Centre#

Retail

Home Centre

Retail

Ingwavuma
Shopping Centre#

#

Major tenant

Fabric & Décor, Creative Costumes
and Masks, Angling Africa Fishing
Tackle Centurion
Main Road, Bizana
Boxer Superstore, Barnetts,
Pep, Power Factory Shop, KFC,
City Express, Discom
Cnr of President Fouche & Woolworths, Clicks, Luigi’s
Hawken Avenue, Bromhof, Pizzeria, Keg & Countryman,
Boskruin
CNA, Medicare Pharmacy,
Compulink Business Solutions
Melville Drive, Brandwag, Pick n Pay, Engen Petroleum,
Bloemfontein
First National Bank, FNB Learning,
Pep, Fancy World
Cnr Bell Street & Kiddell,
Pep, Buzi Cash & Carry, George
King & Richards Roads,
Fruit & Veg, Power Factory Shop,
Idutywa
Dunns, Fule Shop, Absa Bank, Shoe
Zone
Main Road, Cofimvaba
Boxer Superstore, Pep,
Power Factory Shop, Lewis
Stores, Ellerines Furnishers,
Empire Furniture & Hardware,
Firstrand Bank
Cnr Beyers Naude Drive & Audi Centre Northcliff, Virgin Active,
Pendoring Street, Cresta
VMG Consultants
Karel Landsman Street,
Pick n Pay, Edgars, Woolworths,
Dundee
Truworths, Clicks, CNA, Milady’s,
Wimpy, Talana Bottle Store
13 Sloane Street,
Pick n Pay, Nedbank, Woolworths,
Bryanston
Pandora, KFC, Nandos, CNA,
Naartjie
Main Road, Flagstaff
Engen, Boxer Build, Cheapest,
Standard Bank, Crazy Price Store
1319 Pretoria Street,
Valuline, McDonalds, KFC, Hatfield
Hatfield, Pretoria
Liquor, Fish & Chips Co.
16 Chartwell Drive,
Woolworths, Independent Site
Unhlanga Rocks, Durban Services, Little Havana, Creative
Beads, Absa Bank, Europa
Umhlanga, Microsoft
Bell Street, Greytown
U-Save (Shoprite Checkers), Pepkor,
Dunn’s, Capitec Bank, Umvoti
Liquors
2 Ilala Avenue, Springfield Builders Express, Meltz Mega
Park, Durban
Factory Shop, Geen & Richards,
Furniture City, Greg’s Beds, Fruit
& Veg City, Evelasting Products,
Dial-A-Bed
Main Road, Ingwavuma
Build IT, Ellerine Furnishers, Pep,
Ithala Bank, Daily Store

GLA

30 June
2012
valuation
R

Weighted
average
gross
rent/m²
(incl parking)

2 049

9 600 000

42,52

0,3

0,1

4 884

17 400 000

61,04

0,6

0,2

7 673

86 708 000

104,96

2,9

1,0

12 253

124 000 000

110,76

4,1

1,4

4 026

23 700 000

75,49

0,8

0,3

5 215

31 000 000

68,16

1,0

0,4

9 712

90 300 000

94,26

3,0

1,0

7 107

43 700 000

79,57

1,4

0,5

6 961

66 400 000

113,02

2,2

0,8

4 020

14 000 000

44,42

0,5

0,2

1 763

15 200 000

136,92

0,5

0,2

7 161

83 400 000

137,43

2,8

0,9

2 272

11 300 000

66,75

0,4

0,1

17 648

130 500 000

92,14

4,3

1,5

4 886

29 500 000

69,31

1,0

0,3

% of
% of
sector portfolio

Independently valued at 30 June 2012
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Property listing (including new acquisitions) (continued)
Weighted
average
gross
rent/m²
(incl parking)

Property

Location

Major tenant

GLA

30 June
2012
valuation
R

Retail

Kokstad Shopping
Centre

Main Road, Kokstad

9 171

45 845 000

73,34

1,5

0,5

Retail
Retail

Kokstad, Boxers#
Kosmos Woonstelle

2 062
28

6 800 000
9 300 000

42,56
–

0,2
0,3

0,1
0,1

Retail

Linksfield Road

Main Road, Kokstad
1 Wannenberg Street,
Brandwag, Bloemfontein
110 Linksfield Drive,
Linksfield, Edenvale

Rhino Cash & Carry, Jet, Ackermans,
Price & Pride, Jwaylani Butchery,
Barnetts, Bradlows, Joshua Doore,
Jumbo
Boxer Superstore
28 Residential Apartments

4 091

30 700 000

98,56

1,0

0,3

Retail

Lynnridge Mall/
Mews

273 Freesia Street,
Lynnwood Ridge, Pretoria

19 717

149 327 000

91,00

4,9

1,7

Retail

Market Square

Beacon Way, Plettenberg
Bay

14 688

147 500 000

89,11

4,9

1,7

Retail

Matatiele Centre#

Station Road, Matatiele

7 272

47 500 000

84,37

1,6

0,5

Retail

Midrand Motor City# 1081 Main Road, Midrand

8 400

27 200 000

48,34

0,9

0,3

Retail

Montana Value
Centre#

1151 Tibouchina Street,
Montana Ext 59

9 717

50 000 000

49,18

1,7

0,6

Retail

Mutual Mews

333 Rivonia Boulevard,
Edenburg

1 596

11 900 000

127,49

0,4

0,1

Retail

Nongoma Centre#

Sizwe Road, Nongoma

9 146

46 000 000

60,89

1,5

0,5

Retail

Nqutu#

Cnr Manzolwandle &
Hlube Roads, Nqutu

4 120

22 000 000

63,86

0,7

0,2

Retail

Old Acre Plaza#

Cnr Victoria & Wilson
Streets, Dundee

6 077

33 500 000

71,41

1,1

0,4

Retail

Park Boulevard#

11 Brownsdrift Road,
Riverside, Durban North

5 207

35 000 000

57,53

1,2

0,4

Retail

Quagga Centre

Cnr Court & Quagga
Streets, Pretoria West

Woolworths, Regal Palace Chinese
Restaurant, KEG Beagle, Sportslink,
Linksfield Pharmacy, ER Buco
Restaurant
Pick n Pay, Mr Price Home,
SA National Tutor Services, Jimnetts
Arts & Crafts, Phakama Funeral
Society, OPG Lighting, Clicks,
Truworths
Woolworths, Pick n Pay, Edgars,
Clicks, Mr Price Clothing, Mr Price
Home, Barracloughs Radio Electric
Rhino Cash & Carry, Power Stores,
Pep, Discom, Ideals, Natal Fashion
Wear, Matatiele Housewives
Market, Choice Meat Market
Midrand Action Sport, Dent Doctor,
Dekra Automotive, Midrand Speedy
Tyre & Exhaust, PG Glass
Outdoor Warehouse, MEPS Electric
Fence System, Hire All, Linen for
You, PG Glass
Boulevard Cellars, African Bank,
Beverley Johnson Hair, Café
Sorrento, Mongkok Restaurant
King Super Store, Castlehill Trading,
Jet, Price ‘n Pride, Pep, Absa Bank,
Edgars Active
Boxer Superstore, Town Talk, Power
Stores, KFC, Wan ke Long Traders,
Nqutu Furnishers
Pop-in-Supermarket, Shell SA, Jet,
Ackermans, Pep, Webbers-Saville
Row, Dunns, Furniture Zone
Connoisseur Electronics, On Tap,
Coastal Music, Etchings, Browns
Drift Pharmacy, Gold Circle
Shoprite Checkers, Pick n Pay,
Woolworths, Firstrand Bank, Absa
Properties Gauteng North, Edcon,
Standard Bank, Mr Price

29 675

310 200 000

96,39

10,2

3,5

Type

#

Independently valued at 30 June 2012

% of
% of
sector portfolio

Our financial results

60 – 124
103

31

Property listing (including new acquisitions) (continued)

Type

Property

Location

Retail

Randridge Mall

Retail

Southern Sentrum

Cnr John Vorster Drive &
Kayburne Road, Randpark
Ridge
Benade Drive, Fichardt
Park, Bloemfontein

Retail

The Colony Centre

Retail

The Tramshed#

Retail

Tin Roof

Retail

Tokai Shopping
Centre#

Retail

Umzimkulu Centre#

Retail

Wonderpark
Shopping Centre#

Retail

WorldWear Fashion
Mall

Pick n Pay, Woolworths, Dischem,
Foschini, Mr Price, Health Worx,
Ackermans, Kingsmead Shoes
Pick n Pay, Shell SA, Cash
Crusaders, Clicks Pharmacy, Absa
Bank, The Crazy Store, Pep
345 Jan Smuts Avenue,
Baby City, JDI Research, Worldwide
Craighall Park
Sports Marketing, Colony Arms,
Sing Fei Chinese Restaurant,
Motorbooks
288 Van der Walt Street,
Pick n Pay, Virgin Active, Xtreme
Pretoria
Sales, The Government of RSA,
Discom, SA Post Office, Capitec
Bank, Avon Justine, Nando’s
Cnr Madeira & Callaway
Transkei Yamaha, U-Save (Shoprite),
Streets, Umtata
Hungry Lion, Shoprite Liquors
20 Malibongwe Drive,
2nd Beat Dance Studio, Dros
Ferndale, Randburg
Restaurant, KFC, Senatla Trading
Enterprises
Cnr National and Franklin Rhino Cash & Carry, Barnetts, Pep,
Roads, Umzimkulu
Ellerines, KFC, City Express, Dunns,
Rhino Liquors
Cnr Old Brits Road
Pick n Pay Hypermarket, Game,
& Heinrich Avenue,
Builders Express, Virgin Active,
Karenpark, Pretoria
Caltex, Edgars, Cashbuild,
Woolworths, Ster Kinekor
Cnr Beyers Naude Drive & Mr Price Home, Pick n Pay,
Wilsson Road, Fairlands
Seeman’s Food Emporium,
Top Shop, Adidas, JB Rivers,
Col’Cacchio Pizzeria

Subtotal Retail
#

Major tenant

GLA

30 June
2012
valuation
R

Weighted
average
gross
rent/m²
(incl parking)

22 582

235 500 000

133,14

7,8

2,7

21 224

136 600 000

76,81

4,5

1,5

7 273

69 200 000

149,45

2,3

0,8

12 132

88 000 000

94,30

2,9

1,0

2 175

11 500 000

59,79

0,4

0,1

2 603

16 700 000

86,35

0,6

0,2

5 410

32 000 000

72,89

1,1

0,4

63 605

652 000 000

105,64

21,5

7,4

14 172

37 000 000

44,24

1,2

0,4

379 741 3 027 980 000

91,32

100,0

34,4

% of
% of
sector portfolio
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Property listing (including new acquisitions) (continued)

Type
Industrial

Industrial
Industrial

Industrial
Industrial
Industrial

Industrial

Property

Location

Admiral House

151 Lechwe Street,
Corporate Park South,
Randjiespark Ext 7,
Midrand
Aeroport (96 Loper 96 Loper Avenue, Spartan
Road)*
Ext 2, Kempton Park
34-36 Director Road,
Aeroport (34/36
Aeroport, Spartan,
Director Road)#
Kempton Park
Aeroport – Grenco* 98 Loper Avenue, Spartan
Ext 2, Kempton Park
12-14 Winnipeg Avenue,
Aeroport (12/14
Winnipeg Avenue)# Aeroport, Kempton Park
1 Monte Carlo Road,
Arjo Wiggins –
Mahogany Ridge*# Mahogany Ridge,
Pinetown
Cambridge Park
22 Witkoppen Road,
Paulshof

Industrial

CEVA Midrand*

Industrial

Cochrane Avenue*

Industrial

Corporate Park
(82 Lechwe)

Industrial

Defy Appliances*

Industrial

Epping Warehouse
(WGA)

Industrial

Evapco*

Industrial

Executive City#

Industrial

Fosa Park*

Cnr 16th and Douglas
Roads, Randjiespark,
Midrand
14 Cochrane Avenue,
Epping Industria 1
82 Lechwe Street,
Sage Corporate Park,
Randjiespark Ext 70,
Midrand
Cnr Mimetes Rd & Kruger
St, Denver, Johannesburg
3A Bofors Circle, Epping
Industria 2
Cnr Quality and
Barlow Streets, Isando,
Johannesburg
81 Industrial Road,
Kya Sands

570 Inanda Road, Durban

Weighted
average
gross
rent/m²
(incl parking)

Major tenant

GLA

30 June
2012
valuation
R

The Automobile Association of
SA, C and M Airconditioning and
Refrigeration

4 460

25 000 000

54,36

1,7

0,3

Bateman Projects

3 805

15 000 000

46,39

1,0

0,2

Gallagher Power Fence (SA),
Bearing Man Ltd

1 715

8 300 000

48,70

0,6

0,1

GEA Refrigeration – Grenco (SA)

1 672

8 140 000

46,39

0,6

0,1

LUD Logistics, General Pneumatics
Natal, Biaric Trading
Antalis SA

1 640

8 000 000

47,30

0,6

0,1

6 907

39 600 000

46,39

2,7

0,4

12 788

65 600 000

57,70

4,5

0,7

2 756

13 900 000

46,39

1,0

0,2

Auto Spares

5 870

15 800 000

46,39

1,1

0,2

Maxxis Tyres SA, Voltex

6 524

26 400 000

46,69

1,8

0,3

Defy Appliances

10 100

27 900 000

46,39

1,9

0,3

Cleveland Packaging (Nampak),
Santam, Autozone Retail
Distributors, Tyreman Auto Centre
Evapco SA

25 076

74 800 000

31,88

5,2

0,8

5 715

22 600 000

46,39

1,6

0,3

Sensient Colours SA, Sky’s the Limit
Promotions and Events, Graham
Hardacre, Shimba Marketing
Distribution Promotions, Tyre and
Retread Supplies (Pty) Ltd
Xeon Logistics

4 558

12 800 000

41,62

0,9

0,1

4 200

15 200 000

46,39

1,1

0,2

Itec SA, Netflorist, Itec Connect,
Angel Fashion Accessories,
Puma SA, Biomet SA
CEVA Animal Health

* Single tenant – weighted average for all single tenant buildings in industrial sector – R46,39/m².
#
Independently valued at 30 June 2012
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Property listing (including new acquisitions) (continued)
Weighted
average
gross
rent/m²
(incl parking)

Property

Location

Major tenant

GLA

30 June
2012
valuation
R

Industrial

Freeway Park

Cnr Berkley & Upper
Camp Roads, Ndabeni,
Maitland

7 764

35 800 000

63,30

2,5

0,4

Industrial

Greenfields

1451 Chris Hani Road,
Redhill, Durban

9 398

34 400 000

49,36

2,4

0,4

Industrial

HBP Commercial
unit*
HBP Industrial units

36 Park Avenue North,
Rooihuiskraal, Centurion
95 Park Avenue North,
Rooihuiskraal, Centurion

Torga Optical, Tubestone,
Armageddon Security Guarding
Company, Advanced Material
Technology, Reddington IT Services,
Hestico
Koogan Plastics, Media Film
Services, Lemtree Concepts,
Greenwest Investments, Nyakatho
Plumbing & Hardware Suppliers,
Betting World, Jetseal SA
Sperro Sensors and Instruments

2 428

13 300 000

46,39

0,9

0,2

7 601

34 300 000

51,56

2,4

0,4

11 613

37 000 000

39,41

2,6

0,4

16 659

45 700 000

42,41

3,2

0,5

9 854

28 600 000

34,33

2,0

0,3

12 250

33 000 000

17,60

2,3

0,4

3 472

15 200 000

46,39

1,1

0,2

1 452

5 300 000

46,39

0,4

0,1

3 856

15 700 000

57,17

1,1

0,2

12 294

37 000 000

39,81

2,6

0,4

2 384

12 000 000

60,51

0,8

0,1

Type

Industrial

Industrial

Industrial

Industrial

Industrial
Industrial

Industrial

Industrial

Industrial

Industrial

Ceramic World, Productive
Systems, Iliad Africa Trading,
Trend Tap and Tile
Industrial Village
Cnr Kelly & Estee
Humulani Marketing, Rene Turck
Jet Park
Ackerman Roads, Jet Park & Associates, Boschetto Timbers,
Meiah Trading, Bits for Bathrooms
Industrial Village Kya Cnr Elsecar & Barnie
Redline Logistics Project
Sands
Streets, Kya Sands Ext 2
Management, South African
Breweries, Labelit Packaging,
SA Post Office, Masterpiece
Interiors, Sasai Trading
6 Rover Street,
ISO Bearings, JJ Maritz en Seun,
Industrial Village
Elandsfontein, Germiston Bambalela Bolts, Phoenix Gifts,
Rustivia#
Level Productions
20 Anvil Road, Isando,
Joshua Doore Warehouse
Isando – ( 20 Anvil
Kempton Park
Road)#
Johnson & Johnson* 1 Medical Road,
Johnson & Johnson Medical
Randjiespark Ext 41,
Midrand
Kya Sands (Corner Cnr Precision & Staal
Control Techniques SA
Precision & Staal
Roads, Kya Sands
Street)*
Kyalami Business
20 Indianapolis Crescent, RS Components, VWV Group
Park (RS
Kyalami Park, Midrand
Components)
Midline Business
Cnr Richards Drive &
Coated Fabrics, Wigwam Sil
Park
Le Roux Road, Midrand
Farming, Lounge Around, Niser
Composites SA, Katlego Global
Logistics, Ocean Basket Midrand
Properties
Midrand (918
918 Morkels Close,
RCS John Huxley Africa, Spray
Morkels Close)
Halfway House, Midrand
Nozzle

% of
% of
sector portfolio

* Single tenant – weighted average for all single tenant buildings in industrial sector – R46,39/m².
#
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Property listing (including new acquisitions) (continued)
Weighted
average
gross
rent/m²
(incl parking)

Property

Location

Major tenant

GLA

30 June
2012
valuation
R

Industrial

Mitek South Africa*

Mitek South Africa

6 604

24 300 000

46,39

1,7

0,3

Industrial

Morgan Creek*

Simba

4 644

21 500 000

46,39

1,5

0,2

Industrial

One Highveld

754 16th Road,
Randjiespark, Midrand
38 Mahogany Road,
Mahogany Ridge,
Pinetown
5 Bellingham Street,
Centurion, Pretoria

6 175

32 800 000

63,20

2,3

0,4

Industrial

RTT Acsa Park*#

V-Custom Cycles, On Tap
Plumbing Supplies, Sign-a-Rama,
ADS Advanced Digital Suppliers,
Dreamview Glass
RTT Group

46 673

327 000 000

46,39

22,6

3,7

Industrial

RTT Continental*#

RTT Group

12 921

56 000 000

46,39

3,9

0,6

Industrial

Steiner Services*#

Steiner Services (Pty) Ltd

4 804

19 700 000

46,39

1,4

0,2

Industrial

Taylor Blinds*

Taylor Blinds CT

7 794

39 900 000

46,39

2,8

0,5

Industrial

Technohub

15 171

93 100 000

67,65

6,4

1,1

Industrial

The Wolds A –
82 Intersite TNT

1 770

6 300 000

65,21

0,4

0,1

830

2 300 000

67,48

0,2

0,0

Ubunye Uniforms

1 886

5 800 000

46,39

0,4

0,1

RTT Medical, Reco (A division of
African Oxygen), Barrows Design
& Manufacturing, Jeevan’s Sarrie
Centre
Universal Print Group

6 021

14 900 000

60,47

1,0

0,2

12 756

39 600 000

46,39

2,7

0,4

13 384

37 100 000

32,44

2,6

0,4

Subtotal Industrial

340 244 1 446 640 000

45,71

100,0

16,4

Total Investment properties

1 176 012 8 813 523 249

Type

Industrial

Industrial

Industrial

Industrial
Industrial

Cnr Springbok & Jones
Streets, Bardene, Jet Park
Cnr Springbok & Jones
Streets, Bardene, Jet Park
Loper Road, Aeroport,
Kempton Park
10 Hoist Street, Montague
Gardens, Cape Town
Roan Crescent, Corporate
Park North, Midrand

82 Intersite Avenue,
Umgeni Business Park,
Umgeni
The Wolds B – 56/58 56 Intersite Avenue,
Intersite Heidelberg Umgeni Business Park,
Umgeni
Umgeni Road A
98-102 Intersite Avenue,
– 98/102 Intersite
Umgeni Business Park,
Ubunye*
Umgeni
Umgeni Road
19-23 Intersite Avenue,
B – 23 Intersite
Umgeni Business Park,
Pharmaceutical WH Umgeni

Universal Print
House*#
Wadeville Industrial
Village#

Powertech Management Services,
Paramount Logistics Corporation
SA, Vodacom
Datanet Infrastructure Group,
TNT Express Worldwide SA,
Prozak Electronic World Durban
Heidelberg Graphic Systems SA,
HI Technology (KZN)

72 Stanhope Place,
Briardene, Durban North
6 Crocker Road, Wadeville, Multisurge, Zippel Filing and
Germiston
Storage Systems, Four Rivers
Trading, Helmut Franz Lehle,
Omeme Electrical Unity, Vexoblox

* Single tenant – weighted average for all single tenant buildings in industrial sector – R46,39/m².
#
Independently valued at 30 June 2012
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Statement of
director’s responsibilities
The directors of STREM are responsible for the preparation, integrity, and fair presentation of the financial statements of Strategic Real Estate
Managers (Pty) Ltd. The financial statements presented on pages 110 to 118 have been prepared in accordance with International Financial Reporting
Standards (“IFRS”), and include amounts based on judgements and estimates made by management.
The directors consider that in preparing the financial statements they have used the most appropriate accounting policies, consistently applied and
supported by reasonable and prudent judgements and estimates, and that all statements of International Financial Reporting Standards that they
consider to be applicable have been followed.
The directors are satisfied that the information contained in the financial statements fairly presents the results of operations for the period and the
financial position of the Company at year-end. The directors also prepared the other information included in the report and are responsible for both
its accuracy and its consistency with the financial statements.
The directors have responsibility for ensuring that accounting records are kept. The accounting records should disclose with reasonable accuracy the
financial position of the Company to enable the directors to ensure that the financial statements comply with the relevant legislation.
Strategic Real Estate Managers (Pty) Ltd operated in a well-established control environment, which is well documented and regularly reviewed. This
incorporates risk management and internal control procedures, which are designed to provide reasonable, but not absolute, assurance that assets
are safeguarded and the risks facing the business, are being controlled.
The going-concern basis has been adopted in preparing the financial statements. The directors have no reason to believe that the Company will not
be a going concern in the foreseeable future, based on forecasts and available cash resources. These financial statements support the viability of the
Company.
The Company’s external auditor, PricewaterhouseCoopers Incorporated, audited the financial statements, and their report is presented on the next
page.

BJ van der Ross
Chairman

JWA Templeton
Chief Executive Officer

The annual financial statements of the Company, incorporating statutorily required information in respect of the Company, for the year ended 30 June
2012 set out on pages 110 to 118 were approved by the board of directors of STREM on 21 September 2012 and are signed on its behalf by:

BJ van der Ross
Chairman

JWA Templeton
Chief Executive Officer

Certificate by
Company Secretary
I declare that to the best of my knowledge, for the year ended 30 June 2012, the Company has lodged with the Registrar of Companies all such
returns as are required of a public company in terms of section 268G(d) of the Companies Act, 2008, as amended and all such returns are true,
correct and up to date.

ME Harris
Company Secretary
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Directors’
report
for the year ended 30 June 2012

Nature of business
The company continued with its business as the manager of Emira Property Fund in terms of the Collective Investment Schemes Control Act.

General review
The results for the year under review are reflected in the accompanying annual financial statements.

Share capital
Details of the authorised and issued share capital of the company appear in note 6 to the financial statements.

Dividends
A dividend of R60 022 758 was paid to shareholders on 3 October 2011.

Executive directors
JWA Templeton
PJ Thurling
U van Biljon (appointed 10 February 2012)

Non-executive directors
BJ van der Ross (Chairman)
MS Aitken
BH Kent (Lead independent director)
NE Makiwane
V Mahlangu
W McCurrie
MSB Neser
V Nkonyeni (Appointed 24 August 2011)
NL Sowazi (Resigned 24 August 2011)
WK Schultze (Resigned 20 August 2012)

Preparer of the financial statements
This report was compiled under the supervision of Peter Thurling, CA(SA), the Chief Financial Officer.

Company secretary
ME Harris

Amendment to service charge
With effect from 15 September 2010, following the approval of the Registrar of Collective Investment Schemes, Emira’s Trust Deed was amended with
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Report of the
independent auditor
INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF STRATEGIC REAL ESTATE MANAGERS (PTY) LTD
We have audited the financial statements of Strategic Real Estate Managers (Pty) Ltd set out on pages 110 to 118, which comprise the statement of
financial position as at 30 June 2012, and the statement of comprehensive income, statement of changes in equity and statement of cash flows for
the year then ended, and the notes, comprising a summary of significant accounting policies and other explanatory information.
Directors’ Responsibility for the Financial Statements
The company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards and the requirements of the Companies Act of South Africa, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatements, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International
Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of Strategic Real Estate Managers (Pty) Ltd as at
30 June 2012, and its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards
and the requirements of the Companies Act of South Africa.
Other reports required by the Companies Act
As part of our audit of the financial statements for the year ended 30 June 2012, we have read the Directors’ Report for the purpose of identifying
whether there are material inconsistencies between this report and the audited financial statements. This report is the responsibility of the respective
preparers. Based on reading this report we have not identified material inconsistencies between this report and the audited financial statements.
However, we have not audited this report and accordingly do not express an opinion on this report.

PricewaterhouseCoopers Inc.
Director: N Mtetwa
Registered Auditor
Sunninghill
21 September 2012
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Statement of
financial position
as at 30 June 2012

2012
R

2011
R

3 859 547

88 431

194 727
3 664 820
–

–
–
88 431

6 419 206

10 628 290

1 591 172
2 326 102
2 501 932
–

1 138 112
5 518 427
2 516 775
1 454 976

10 278 753

10 716 721

300
29 999 910
(30 159 252)
1 966 817

300
29 999 910
(29 915 762)
3 663 583

1 807 775

3 748 031

7

2 210 000

2 210 000

8

6 260 978

4 758 690

10 278 753

10 716 721

2012
R

2011
R

86 310 785

149 234 996

Notes

Assets
Non-current assets
Fixtures and fittings
Derivative financial instrument
Deferred tax asset

2
3
10

Current assets
Accounts receivable
Loan to Emira Property Fund
Cash at bank
Taxation

4
5
10

Total assets

Equity and liabilities
Capital and reserves
Share capital
Share premium
Non-distributable reserve
Retained earnings
Shareholders’ funds
Long-term liabilities
Shareholders’ loans
Current liabilities
Accounts payable

6
6

Total equity and liabilities

Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Statement of
comprehensive income
for the year ended 30 June 2012

Notes
Turnover
Operating profit
Net interest income

11
12

66 322 565
4 420 667

118 787 066
231 568

Net profit for the year before income tax expense
Income tax charge

13

70 743 232
(12 660 730)

119 018 634
(19 452 214)

Profit for the year attributable to equity holders

58 082 502

99 566 420

Total comprehensive income attributable to equity holders

58 082 502

99 566 420
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Statement of
changes in equity
for the year ended 30 June 2012

2012
R

2011
R

Ordinary shares
Balance at 1 July 2011

300

300

Balance at 30 June 2012

300

300

Share premium
Balance at 1 July 2011

29 999 910

29 999 910

Balance at 30 June 2012

29 999 910

29 999 910

Share capital and share premium at 30 June 2012

30 000 210

30 000 210

Non-distributable reserve
Balance at 1 July 2011
Unrealised deficit on fair valuation of premium paid on share scheme

(29 915 762)
(243 490)

(29 915 762)
–

Balance at 30 June 2012

(30 159 252)

(29 915 762)

3 663 583
58 082 502

218 523
99 566 420

243 490
(60 022 758)

–
(96 121 360)

1 966 817

3 663 583

Share capital

Reserves

Retained earnings
Balance at 1 July 2011
Total comprehensive income for the year

Unrealised deficit on fair valuation of premium paid on share scheme
Dividend paid
Balance at 30 June 2012

(28 192 435)

Total reserves at 30 June 2012

(26 252 179)

Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Statement of
cash flows
for the year ended 30 June 2012

Notes

2012
R

2011
R

Cash flows from operating activities
Cash flows from operating activities
Net interest income
Taxation paid
Dividend paid
Net cash generated from/(utilised in) operating activities

14
12
15

67 633 447
4 420 667
(11 117 323)
(60 022 758)
914 033

111 558 589
231 568
(21 087 370)
(96 121 360)
(5 418 573)

Cash flows from investing activities
Fixtures and fittings acquired

(212 891)

–

Net cash utilised in investing activities

(212 891)

–

–
–
3 192 325
(3 908 310)

(290 000)
(808 958)
(5 518 427)
–

(715 985)

(6 617 385)

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

(14 843)
2 516 775

(12 035 958)
14 552 733

Cash and cash equivalents at the end of the year

2 501 932

2 516 775

Cash flows from financing activities
Shareholders’ loans repaid
Term loan repaid
Loan to Emira Property Fund repaid/(advanced)
Premium paid for share scheme
Net cash utilised in financing activities
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Notes to the
financial statements
for the year ended 30 June 2012

1

Accounting policies
Basis of presentation
The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) and the Companies
Act of South Africa.
Various new and amended International Financial Reporting Standards and interpretations have been issued.

(a)

Standards and amendments to existing standards effective in the current financial year.
The following standards, amendments and interpretations, which became effective in 2012, are of relevance to the company:

(b)

Standard/interpretation

Content

Addendum to IFRS 7

Financial instruments disclosures – transfer of financial assets

Improvements to IFRSs

Various amendments as a result of the conclusions the IASB has reached on
proposals made in its annual improvement project

Applicable for
financial years
beginning on/after
1 July 2011
1 January 2011

Standards, amendments and interpretations that are not yet effective.

Standard/interpretation

Content

Amendment to IFRS 7
Amendments to IAS 1

Financial instruments disclosures – asset and liability off setting
Presentation of financial statements on presentation of other
comprehensive income
Employee benefits – amended standard resulting from the post employee
benefits and termination benefits projects
Financial instruments – classification and measurements of financial assets
Financial instruments – financial liabilities and derecognition of financial
instruments
Consolidated financial statements – concept of control identified
Joint arrangements
Disclosures of interests in other entities
Fair value measurement
Separate financial statements
Associates and joint ventures
Financial instruments presentation

IAS 19
IFRS 9
IFRS 9
IFRS 10
IFRS 11
IFRS 12
IFRS 13
IAS 27
IAS 28
Amendments to IAS 32

Applicable for
financial years
beginning on/after

1 January 2013
1 July 2012
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2014

Management are assessing the impact of the changes on the financial statements of the Company.
1.1

Turnover
Turnover comprises management fees received from Emira Property Fund accounted for on the accrual basis as services are performed.
The fees are based on the substance of the management agreement.

1.2

Fixtures and fittings
Fixtures and fittings are stated at historical cost less accumulated depreciation and impairment charges. Cost comprises the purchase price
as well as all costs incurred in order to bring the asset to a working condition.
Depreciation is calculated at cost less expected residual value on the straight-line method, which is reviewed annually.
The useful lives of fixtures and fittings range between five and 20 years.
Repairs and maintenance are charged to the statement of comprehensive income during the financial period in which they are incurred.
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1

Accounting policies (continued)

1.3

Derivative financial instruments
The company uses derivative financial instruments to hedge its exposure to interest rate risks arising from financing and investment
activities. The company does not hold or issue derivative financial instruments for trading purposes. However, derivatives that do not qualify
for hedge accounting are accounted for as financial instruments held for trading.
Derivative financial instruments are initially recognised and subsequently stated at fair value. The gain or loss on re-measurement to
fair value is taken immediately to profit or loss. The fair value of interest rate swaps is the estimated amount that the company would
receive or pay to terminate the swap at the statement of financial position date, taking into account current interest rates and the current
creditworthiness of the swap counterparties.

1.4

Accounts receivable
Trade receivables are initially recognised at fair value and subsequently at amortised cost. A provision for impairment of trade receivables is
established when there is objective evidence that the company will not be able to collect all amounts due according to the original term of
the receivables. The amount of the provision is the difference between the carrying amount and the recoverable amount, being the present
value of the expected cash flows, discounted at the market rate of interest for similar borrowers.

1.5

Cash and cash equivalents
Cash and cash equivalents are carried in the statement of financial position at cost. For the purposes of the statement of cash flows, cash
and cash equivalents comprise cash on hand and deposits held at call with banks.

1.6

Accounts payable
Trade payables are carried at the fair value of the consideration to be paid in future for goods or services that have been received.

1.7

Employee benefits
(a) Short-term employee benefits
Salaries, paid annual leave and sick leave, bonuses and non-monetary benefits are recognised as employee benefit expense and accrued
when the associated services are rendered by the employees of the company.
(b) Profit-sharing and bonus payments
The company recognises a liability and an expense for bonuses and cash-settled share-based transactions. The bonuses are based on
a formula that takes into consideration the profit attributable to the company’s shareholders after certain adjustments. The liability on
the cash-settled share-based transactions is measured, initially and at the end of each reporting period until settled, at the fair value
of the share appreciation rights, by applying an option pricing model, taking into account the terms and conditions on which the share
appreciation rights were granted, and the extent to which the employees have rendered services to date.

1.8

Taxation
Taxation is provided at current rates on net income before tax for the year after taking into account income and expenditure, which are not
subject to taxation.

1.9

Intangible assets and impairment losses
Intangible assets are initially measured at cost if acquired separately or at fair value if acquired as part of a business combination. Intangible
assets are amortised over their estimated useful life on a straight-line basis. The estimated useful lives and residual values are reviewed
annually. Impairment losses are recognised as an expense in the statement of comprehensive income.

1.10

Borrowings
Interest-bearing borrowings are recognised initially at fair value, less attributable transaction costs. Subsequent to initial recognition, they
are measured at amortised cost using the effective interest rate method.
2012
R

2

2011
R

Fixtures and fittings
Net carrying value at 30 June 2012
Cost
Accumulated depreciation

212 891
(18 164)

–
–

194 727

–

Movement for the year
Valuation at 1 July 2011
Additions
Depreciation

–
212 891
(18 164)

–
–
–

Valuation at 30 June 2012

194 727

–
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Notes to the
financial statements continued
for the year ended 30 June 2012

2012
R

3

4

2011
R

Derivative financial instrument
Call option paid to Investec Bank in respect of share scheme
Costs amortised during the year
Revaluation for the year

4 325 508
(417 198)
(243 490)

–
–
–

Valuation at 30 June 2012

3 664 820

–

Trade receivables
Other receivables

1 549 913
41 259

1 128 884
9 228

Balance at 30 June 2012

1 591 172

1 138 112

Due within one year

1 591 172

1 138 112

Accounts receivable

The carrying values of accounts receivable approximate their fair value.

5

Loan to Emira Property Fund
Balance at 30 June 2011
Advanced during the year
Repaid during year
Balance at 30 June 2012

5 518 427

–

–

5 518 427

(3 192 325)

–

2 326 102

5 518 427

4 000

4 000

The loan is unsecured, has no fixed date of repayment and bears interest at rates agreed from time to
time. The carrying value of the loan approximates its fair value

6

Share capital
Authorised
Ordinary shares
4 000 ordinary shares of R1 each
Issued
Ordinary shares
300 shares of R1 each (2011: 300 shares of R1 each)
Share premium

7

300

300

29 999 910

29 999 910

30 000 210

30 000 210

2 210 000

2 210 000

Shareholders’ loans
Subordinated loans at 30 June 2012
The loans are unsecured, have no fixed date of repayment and bear interest at rates to be agreed
from time to time. The carrying value of the loans approximate their fair value.

8

Accounts payable
190 664

127 830

Accrued expenses

6 070 314

4 630 860

Balance at 30 June 2012

6 260 978

4 758 690

Due within one year

6 260 978

4 758 690

Trade payables

9

Employee benefit liability
4 003 685

3 802 404

(3 335 025)

(3 486 579)

Accrued at year-end

3 618 850

3 687 860

Balance at 30 June 2012

4 287 510

4 003 685

Balance at 1 July 2011
Expensed during the year
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2012
R

10

2011
R

Taxation
SA normal taxation
Balance at 1 July 2011
Net payments made

1 454 976

(191 940)

11 205 754

21 087 370

–

Prior-period adjustment

(12 660 730)

Movement in the statement of comprehensive income

–

Balance at 30 June 2012

566
(19 441 020)
1 454 976

Deferred taxation
Balance at 1 July 2011
Movement in the statement of comprehensive income

99 625
(11 194)

–

88 431

Management fee paid to Eris Investment Holdings (Pty) Ltd

–

4 590 000

Management fee paid to Corovest Property Group Holdings (Pty) Ltd

–

810 000

68 688

64 800

Balance at 30 June 2012

11

88 431
(88 431)

Operating profit
The following items have been charged in arriving at operating profit:

Audit fees – current year
Directors’ emoluments:

Basic
salary

Contributions
to defined
contribution
plans

Annual
bonus

Special
bonus

Total

JWA Templeton (CEO)

1 529 068

434 475

2 071 680

–

4 035 223

PJ Thurling (CFO)

1 369 372

241 697

223 125

–

1 834 194

520 032

109 529

–

–

629 561

3 418 472

785 701

2 294 805

–

6 498 978

Executive directors
2012

U van Biljon (Appointed 10 February 2012)
Total
2011
WK Schultze (Executive Director)

–

–

–

4 000 000

4 000 000

JWA Templeton (CEO)

1 082 941

247 282

2 071 680

4 000 000

7 401 903

PJ Thurling (CFO)

1 285 288

226 033

262 500

500 000

2 273 821

Total

2 368 229

473 315

2 334 180

8 500 000

13 675 724

During the year, a phantom PI scheme was set up in order to incentivise and retain staff (see the Remuneration Report on page 48).
2 325 000 Phantom PIs were awarded to STREM executive directors and employees, at a grant date of 15 September 2010. They may be
exercised in three equal tranches on 15 September 2013, 2014 and 2015, provided the employee is still in the employ of STREM on the
exercise date. The following number of phantom PIs were issued to executive directors at R12,00 each.
JWA Templeton (CEO)
775 194
PJ Thurling (CFO)
396 899
U van Biljon
396 899
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Notes to the
financial statements continued
for the year ended 30 June 2012

11

Operating profit (continued)

Non-executive directors
BJ van der Ross (Chairman) (Chairman of the Remuneration Committee)
MS Aitken
BH Kent (Lead independent director)
V Mahlangu
NL Sowazi (Resigned 24 August 2011)
NE Makiwane
W McCurrie
MSB Neser
V Nkonyeni (Appointed 24 August 2011)
Total

12

Fees for
services as
directors
2011

196 000
138 000
284 000
218 000
20 416
200 000
138 000
138 000
117 584

188 000
138 000
311 000
210 000
138 000
200 000
148 000
138 000
–

1 450 000

1 471 000

2012
R

2011
R

Net interest income
Interest received
Interest paid

13

Fees for
services as
directors
2012

4 421 404
(737)

242 526
(10 958)

4 420 667

231 568

10 771 616
1 800 683
88 431

16 557 379
2 883 641
11 194

12 660 730

19 452 214

Income tax charge
South African normal taxation – current
STC
Deferred taxation

Tax rate reconciliation
Standard rate
Permanent differences
Effective rate of taxation

14

15

%
28,00
(10,11)

%
28,00
(11,66)

17,89

16,34

Notes to the cash flow statement
Cash generated from operations
Net profit for the year before income tax charge
Net interest income
Fair value adjustments
Depreciation
Prior period tax adjustment

70 743 232
(4 420 667)
243 490
18 164
–

119 018 634
(231 568)
–
–
(566)

Operating profit before working capital changes
(Increase)/decrease in accounts receivable
Increase/(decrease) in accounts payable

66 584 219
(453 060)
1 502 288

118 786 500
2 703 431
(9 931 342)

67 633 447

111 558 589

Balance owing at 1 July 2011
Prior period adjustments
Taxation charge for the year
Balance owing at 30 June 2012

1 454 976
–
(12 572 299)
–

(191 940)
566
(19 441 020)
(1 454 976)

Taxation paid for the year

(11 117 323)

(21 087 370)

Taxation paid for the year
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16

Financial risk management
The Company’s financial instruments consist mainly of deposits with a bank, accounts receivable, shareholders’ loans and accounts payable.
In respect of the abovementioned financial instruments, book values approximate fair value. Exposure to interest rate, credit and liquidity
risks occurs in the normal course of business.
Weighted
average
effective
interest
rate
%

1 year
or less
R

5,0

1 591 172
2 326 102
2 501 932

1 591 172
2 326 102
2 501 932

Total financial assets

6 419 206

6 419 206

Financial liabilities
Accounts payable

6 260 978

6 260 978

Total financial liabilities

6 260 978

6 260 978

1 138 122
5 518 427
2 516 775

1 138 122
5 518 427
2 516 775

Total financial assets

9 173 324

9 173 324

Financial liabilities
Accounts payable

4 758 690

4 758 690

Total financial liabilities

4 758 690

4 758 690

Year ended 30 June 2012
Financial assets
Accounts receivable
Loan to Emira Property Fund
Cash at bank

Year ended 30 June 2011
Accounts receivable
Loan to Emira Property Fund
Cash at bank

5,0

1 – 5 years
R

More than
5 years
R

Total
R

Interest rate risk management
Exposure to interest risk is considered minimal.
Credit risk management
Credit risk is considered to be minimal. Trade receivables consist of the recovery of costs due by Emira Property Fund.
Liquidity risk management
Cash flows are monitored on a monthly basis to ensure that cash resources are adequate to meet funding requirements.
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Notes to the
financial statements continued
for the year ended 30 June 2012

17

2012

2011

R

R

–
68 250 000
18 060 785

8 417 718
129 150 000
11 667 278

76 348

242 526

86 387 133

149 477 522

–
–

4 590 000
10 958

–

810 000

–

5 410 958

1 878 500

1 878 500

331 500

331 500

2 501 932

2 516 775

2 326 102

5 518 427

Related party transactions
The company is controlled by FirstRand Asset Management (Pty) Ltd, which owns 70% of the company’s shares,
the other 30% being owned equally by Eris Investment Holdings (Pty) Ltd and Corovest Property Group Holdings
(Pty) Ltd.
The ultimate parent of the group is FirstRand Limited.
Income received from group companies
Emira Property Fund (managed company)
– asset management fees
– payment in respect of amendment to existing service charge arrangement
– cost recovery
Rand Merchant Bank a division of FirstRand Bank Limited (associate of parent) – interest received

Expenses paid to group companies
Eris Investment Holdings (Pty) Ltd (shareholder)
– management fees
– interest paid
Corovest Property Group Holdings (Pty) Ltd (shareholder)
– management fees

Inter-group balances
Eris Investment Holdings (Pty) Ltd (shareholder)
– subordinated loan
Corovest Property Group Holdings (Pty) Ltd (shareholder)
– subordinated loan
Rand Merchant Bank a division of FirstRand Bank Limited (associate of parent)
– bank balances
Emira Property Fund (managed company)
– loan

18

Post year-end events
There were no significant post year-end events.
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Strategic Real Estate Managers (Pty) Ltd (“STREM”)
Notice of
annual general meeting

Emira Property Fund
(Participatory interest code: EMI, ISIN: ZAE000050712)
(“Emira” or “the Fund”)
Notice is hereby given that the ninth annual general meeting of the members of Emira will be held in the Boardroom, Third Floor, 3 Gwen Lane,
Sandton at 14:00 on Tuesday, 13 November 2012 for the purposes of considering, and if deemed fit, passing with or without modification the
resolutions set out below:

Record dates
The record date in terms of section 59 of the Companies Act, No 71 of 2008, as amended (“the Companies Act”) for participatory interest (“PI”) holders
to be recorded on the securities register of the Fund in order to receive notice of the annual general meeting is 21 September 2012.
The record date in terms of section 59 of the Companies Act for PI holders to be recorded on the securities register of the Fund in order to be able
to attend, participate and vote at the annual general meeting is Friday, 2 November 2012. Accordingly, the last day to trade in the Fund’s PI’s in order
to be recorded on the securities register of the Fund, in order to be able to attend, participate and vote at the annual general meeting, is Friday,
26 October 2012.

1

Ordinary resolutions

1.1

Ordinary resolution number 1
”Resolved that the annual financial statements for the financial year ended 30 June 2012 including the management company’s report and
the report of the auditors thereon be received, considered and approved.”

1.2

Ordinary resolution number 2
To reappoint PricewaterhouseCoopers Inc. as auditors of the Fund and N Mtetwa as the individual designated auditor of the Fund for the
2013 financial year until the next annual general meeting.

1.3

Ordinary resolution number 3
“Resolved that the directors of Strategic Real Estate Managers (Pty) Ltd (the manager of Emira) are hereby authorised, by way of a renewable
general authority, to issue participatory interests in the authorised but unissued capital of the Fund for cash, as and when they in their
discretion deem fit, subject to the Trust Deed of the Fund and the Listings Requirements of the JSE Limited (“JSE”), when applicable provided
that:
• this general authority shall be valid until the Fund’s next annual general meeting or for 15 months after the date on which this authority
is granted, whichever period is the shorter;
• the participatory interests must be of a class already in issue, or where this is not the case, must be limited to such securities or rights that
are convertible into a class already in issue;
• a press announcement giving full details, in accordance with the JSE Listings Requirements including the impact on net asset value and
earnings per participatory interest, will be published at the time of any issue representing, on a cumulative basis within one financial year,
5% or more of the number of participatory interests prior to the issue;
• issues in terms of this authority will not in the aggregate in any one financial year exceed 5% of the number of the Fund’s participatory
interests already in issue of that class, as calculated in accordance with the JSE Listings Requirements;
• in determining the price at which an issue of participatory interests will be made in terms of this authority, the maximum discount
permitted will be 10% of the weighted average traded price of the participatory interests measured over the 30 business days prior to the
date that the price of the participatory interests are agreed between Emira and the party subscribing for the securities;
• any such issue will only be made to public participatory interest holders as defined in the JSE Listings Requirements and not to related
parties; and any such general issues are subject to exchange control regulations and approval at that time.
The approval of a 75% majority of the votes cast in favour of such resolution by participatory interest holders present or represented by proxy
at this annual general meeting is required for this ordinary resolution to become effective.
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Notice of
annual general meeting continued

2

Special resolution

2.1

Special resolution number 1
“Resolved that the directors of Strategic Real Estate Managers (Pty) Ltd, be hereby authorised by way of a renewable general authority, to
approve the repurchase of its own participatory interests by the Fund as and when they in their discretion deem fit, subject to the Trust Deed
of the Fund and the JSE Listings Requirements, when applicable, provided that:
• this general authority shall be valid until the Fund’s next annual general meeting or for 15 months from the date of the passing of this
resolution, whichever period is shorter;
• the repurchase of participatory interests will be effected through the order book operated by the JSE trading system and done without any
prior understanding or arrangement between the Fund and the counterparty (reported trades are prohibited);
• an announcement complying with the JSE Listings Requirements be published by the Fund when (i) the Fund has cumulatively repurchased
3% of the participatory interests in issue as at the time the general authority was given (“the initial number”) and (ii) for each 3% in
aggregate of the initial number of participatory interests acquired thereafter by the Fund;
• the general repurchase by the Fund of its own participatory interests shall not in the aggregate in any one financial year exceed 10% of the
Fund’s issued capital of that class as at the beginning of the financial year (or 10% in the case of a subsidiary);
• repurchases must not be made at a price more than 10% above the weighted average of the market value of the participatory interests for
the five business days immediately preceding the date on which the transaction is effected;
• at any point in time the Fund may only appoint one agent to effect any repurchase on the Fund’s behalf;
• any such general repurchases are subject to exchange control regulations and approval at that point in time;
• a resolution has been passed by the Board of Directors confirming that the Board has authorised the general repurchase, that the company
passed the solvency and liquidity test and that since the test was done there have been no material changes to the financial position of
the Group;
• the Fund will not repurchase participatory interests during a prohibited period as defined in paragraph 3.67 unless Emira has in place
a repurchase programme where the dates and quantities of securities to be traded during the relevant period are fixed (not subject to
any variation) and full details of the programme have been disclosed in an announcement over SENS prior to the commencement of the
prohibited period; and
• such repurchases shall be subject to the Trust Deed of the Fund, the provisions of the Collective Investment Schemes Act and the JSE
Listings Requirements, where applicable.
The directors of Strategic Real Estate Managers (Pty) Ltd, undertake that they will not implement any such repurchases as contemplated
above, unless:
• the Fund and the Group are able, in the ordinary course of business, to pay its debts for a period of 12 months after the date of the general
repurchase;
• the assets of the Fund and the Group, being fairly valued in accordance with International Financial Reporting Standards, are in excess of
the liabilities of the Fund and the Group for a period of 12 months after the date of the general repurchase;
• the participatory interest capital and reserves of the Fund and the Group are adequate for a period of 12 months after the date of the
general repurchase;
• the available working capital of the Fund and the Group will be adequate for ordinary business purposes for a period of 12 months after
the date of the notice of the general repurchase; and
• before entering the market to proceed with the repurchase, the Fund’s sponsor has confirmed the adequacy of the Fund’s and the Group’s
working capital in writing to the JSE.
The JSE Listings Requirements require the following disclosure, some of which are elsewhere in the annual report of which this notice forms
part as set out below:
• Directors and management (page 14)
• Major participatory interest holders of the Fund (page 94)
• Directors’ interests (page 95)
• Participatory interest capital of the Fund (page 79)
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2

Special resolution (continued)

2.1

Special resolution number 1 (continued)
• Directors’ responsibility statement
The directors, whose names are given on pages 14 and 15 of the Integrated Report of which this notice forms part, collectively and individually
accept full responsibility for the accuracy of the information pertaining to this special resolution number 1, and certify to the best of their
knowledge and belief that there are no facts that have been omitted which would make any statement false or misleading, and that all
reasonable enquiries to ascertain such facts have been made and that this resolution contains all the information required by law and the
JSE Listings Requirements.
• Litigation statement
The directors, whose names are given on pages 14 and 15 of the Integrated Report of which this notice forms part, are not aware of any legal
or arbitration proceedings, including proceedings that are pending or threatened, that may have or had, in the recent past, being at least the
previous 12 months, a material effect on Emira’s financial position.
• Material changes
Other than the facts and developments reported on in the annual report, there have been no material changes in the affairs or financial
position of the Fund and its subsidiaries since the date of signature of the audit report and the date of this notice.
• Reason and effect
The reason for and effect of special resolution number 1 is to authorise the Fund by way of a general authority to acquire its own issued
participatory interests on such terms, conditions and in such amounts as determined from time to time by the directors of the Fund subject
to the limitations set out above.
• Statement of Board’s intention
It is the intention of the directors of Strategic Real Estate Managers (Pty) Ltd that they use such general authority should prevailing
circumstances in their opinion warrant it.

3

To transact any other business which may be transacted at an annual general meeting
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Glossary

“All Share”

The JSE All Share Index

“Avuka”

Avuka Investments (Pty) Ltd

“AUD”

Australian dollar

“B-BBEE”

Broad-based black economic empowerment

“CO2e”

Carbon dioxide equivalent

“CDP”

Carbon Disclosure Project

“CISP”

Collective Investment Scheme in Property

“Companies Act”

Companies Act, No. 71 of 2008, as amended

“CMBS”

Commercial Mortgage Backed Securities

“CSI”

Corporate social investment

“DMTN”

Domestic Medium Term Notes

“Emira”; “the Fund”

Emira Property Fund

“Eris”; “the property manager”

Eris Property Group (Pty) Ltd

“EXCO”

Executive Committee

“FINDI 30”

The JSE FINDI 30 Index

“FSB”

Financial Services Board

“GHG”

Greenhouse gases

“GDP”

Gross domestic product

“GLA”

Gross lettable area

“GOZ”

Growthpoint Properties Australia

“HDI”

Historically disadvantaged individual

“IASB”

International Accounting Standards Board

“IFRS”

International Financial Reporting Standards

“IT”

Information technology

“JSE”

JSE Limited

“JSE Listings Requirements”

Listings Requirements of the JSE Limited

“King III”

King Report on Corporate Governance for South Africa 2009

“KTH”

Kagiso Tiso Holdings (Pty) Ltd (RF)

“KPI”

Key performance indicator

“OSH”

Occupational health and safety

“PI”

Participatory interest

“PLS”

Property Loan Stock Company

“PMI”

Purchasing Managers Index

“PUT”

Property Unit Trust

“REIT”

Real Estate Investment Trust

“RMB”

Rand Merchant Bank

“Shalamuka”

The Shalamuka Foundation

“SAICA”

South African Institute of Chartered Accountants

“SAPOA”

South African Property Owners Association

“SENS”

Stock Exchange News Service

“STREM”; “the Manager”

Strategic Real Estate Managers (Pty) Ltd

“the Board”

the Board of Directors of STREM

“the CISCA”

Collective Investment Schemes Control Act, No. 45 of 2002

“ZAR”

South African Rand
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Form of proxy

EMIRA PROPERTY FUND
(Participatory interest code: EMI)
ISIN: ZAE000050712)
(“Emira” or “the Fund”)

Form of proxy
This form of proxy is only for use by:
• registered members who have not yet dematerialised their Emira participatory interests; and
• registered members who have already dematerialised their Emira participatory interests and are registered in their own names in the Fund’s
subregister.
For completion by the aforesaid registered members of Emira who are unable to attend the ninth annual general meeting of the Fund to be held in
the Boardroom, Third Floor, 3 Gwen Lane, Sandton at 14:00 on Tuesday, 13 November 2012 (“the annual general meeting”).
I/We (name/s in block letters)
of (address)
being the registered holder/s of             participatory interests in Emira, as at
Hereby appoint (see instruction 1 overleaf)
1.

or failing him/her,

2.

or failing him/her

3. the Chairman of the annual general meeting, as my/our proxy to attend, speak and vote for me/us and on my behalf or abstain from voting at
the annual general meeting of the Fund and at any adjournment thereof, as follows (see note 2 overleaf):

Ordinary resolutions

For

Against

Abstain

1.1 To receive, consider and adopt the annual financial statements
for the financial year ended 30 June 2012
1.2 To reappoint PricewaterhouseCoopers Inc. as auditors of the Fund and N Mtetwa as the
individual designated auditor of the Fund
1.3 To vote on a general authority to issue participatory interests for cash

Special resolution number 1
2.1 To vote on a general authority to repurchase participatory interests

Signed at

on

2012

Signature(s)

Assisted by (where applicable)

Please read notes and instructions overleaf
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Notes

1.

A participatory interest holder entitled to attend and vote at the meeting may appoint a proxy to speak and vote in this capacity. A proxy need not be
a participatory interest holder of the Fund. Proxy forms should be forwarded to reach the Fund’s transfer secretary Computershare Investor Services
(Pty) Ltd, Ground Floor, 70 Marshall Street, Johannesburg, 2001 (PO Box 61051, Marshalltown, 2107) by no later than 14:00 on Friday, 9 November
2012. The appointment of a proxy will not preclude a participatory interest holder from attending the meeting.

2.

A participatory interest holder may insert the name of a proxy or alternative proxy of the ordinary participatory interest holder’s choice in the space
provided with or without deleting “the Chairman of the annual general meeting”. The participatory interest holder must initial any such deletion. The
person whose name appears first on the form of proxy and has not been deleted will be entitled to act as a proxy to the exclusion of those whose
names follow.

3.

A participatory interest holder’s instructions to the proxy must be indicated by the insertion of the relevant number of votes exercisable by that
participatory interest holder in the appropriate space provided. Failure to comply with the above will be deemed to authorise the Chairman of the
annual general meeting, if he/she is an authorised proxy, to vote in favour of the resolutions, or any other proxy to vote or abstain from voting at the
annual general meeting as he/she deems fit, in respect of the participatory interest holder’s vote exercisable thereat. A participatory interest holder
or his/her proxy is not obliged to use all the votes exercisable by the participatory interest holder or by his/her proxy, but the total of votes cast and
in respect whereof abstention is recorded may not exceed the total of the votes exercisable by the participatory interest holder or his/her proxy.

4.

An alteration or correction must be initialled by the signatory/ies.

5.

Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity must be attached to this form
unless previously recorded by the transfer secretaries of the Fund or waived by the Chairman of the annual general meeting.

6.

His/her parent or guardian, as applicable, must assist a minor or any other persona under legal incapacity unless the relevant documents establishing
his/her capacity are produced or have been registered by the Fund.

7.

The completion and lodging of this form will not preclude the relevant ordinary participatory interest holder from attending the annual general
meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof, should such participatory interest holder
wish to do so.

8.

The Chairman of the annual general meeting may accept or reject a proxy which is completed and/or received other than in accordance with the
instructions, provided that he/she shall not accept a proxy unless he/she is satisfied as to the manner in which a participatory interest holder wishes
to vote.

9.

If participatory interest holders have dematerialised their participatory interests with a CSDP or broker, other than own name dematerialised
participatory interest holders, they must arrange with the CSDP or broker concerned to provide them with the necessary authorisation to attend the
general meeting and vote thereat, or the participatory interest holders concerned must instruct their CSDP or broker as to how they wish to vote in
this regard. This must be done in terms of the agreement entered into between the participatory interest holders and the CSDP or broker concerned.

Administration

Registered address

Auditor

3 Gwen Lane
Sandton
2196
PO Box 786130, Sandton, 2146

PricewaterhouseCoopers Inc.
2 Eglin Road
Sunninghill
2157
Private Bag X36, Sunninghill, 2157

Asset manager
Strategic Real Estate Managers (Pty) Limited
3 Gwen Lane
Sandton
2196
PO Box 786130, Sandton, 2146

Property manager
Eris Property Group (Pty) Limited
3 Gwen Lane
Sandton
2196
PO Box 786130, Sandton, 2146

Trustee
Absa Bank Limited
15 Troye Street
Johannesburg
2001
PO Box 42010, Fordsburg, 2033

Merchant bank and sponsor
Rand Merchant Bank, a division of FirstRand Bank Limited
1 Merchant Place
Fredman Drive
Sandton
2196
PO Box 786273, Sandton, 2146

Transfer secretaries
Computershare Investor Services (Pty) Limited
70 Marshall Street
Johannesburg
2001
PO Box 61051, Marshalltown, 2107

Bankers
FirstRand Bank Limited t/a First National Bank
Sandton Outlet
Wierda Valley
2196
PO Box 787428, Sandton, 2146

Attorneys
DLA Cliffe Dekker Hofmeyr Inc
1 Protea Place
Sandton
2196
Private Bag X40, Benmore, 2010

