
DOING BUSINESS, THE EMIRA WAY
In a more troubled, changing world, “the Emira way” 
embodies how we choose to do business — with honesty, 
transparency and mutual respect. By consistently 
applying mutual respect in everything that we do, 
it guides the manner of our dealings with colleagues, 
shareholders, tenants, communities, investment 
partners, property managers and other stakeholders.

With an open-door policy in place, the executive 
team stays informed and in touch, while fostering 
a working environment that encourages employee 
empowerment and interaction, equal participation 
and the free flow of ideas.

The Emira way is at the heart of all dealings with our 
local and offshore co-investment partners — who 
were all carefully selected not just for their expertise, 
but for the high business morals and principles we 
have in common.

In light of the recent failures of good corporate 
governance, it has become increasingly important to 
associate with people and companies of high moral 
standing to protect the future of the corporate world 
as well as society at large. For us, doing business 
the Emira way may sometimes take a little longer, 
but ultimately getting there will not be at the expense 
of our integrity and good reputation.

LEVERS FOR SUCCESS
Achieving growth in challenging times requires 
the development and availability of business 
levers. When faced with potential opportunities 
or unfavourable operating conditions, our business 
levers are the specialised capabilities, strategies and 
systems that we possess and can deploy to enhance 
performance or reduce certain negative impacts 
on Emira.

To this end, we are refining our own set of levers to 
make the most of our opportunities and be better 
equipped for the inherent risk of doing business 
in today’s world. Crucially, our levers include the 
strategic relationships we have in place with our 
co-investment partners, which we discuss at 
length in this review.
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We have our own accounting and data warehouse 
system, which has already been successfully 
implemented. We have also developed a specialised 
management information system that belongs to Emira 
and forms part of our intellectual property. These 
systems provide us with improved business continuity 
and generate trusted, up-to-date data to accurately 
inform our decisions and help us choose the best way 
forward for our properties and other investments.

THE YEAR UNDER REVIEW
Through the commitment and expertise of our 
team, we are pleased to report that Emira delivered 
3,1% growth in distributions and a total return to 
shareholders of 6,6% for the year under review — 
overcoming a sluggish local economy and political 
uncertainty. We have maintained our low level of 
vacancies and achieved a level of growth, while 
withstanding the pressures and challenges that 
have undermined the performance of the markets 
and many of our peers.

Revenue reduced year-on-year by 2,9% from 
R1,75 billion to R1,70 billion (excluding straight-lining 
adjustments in respect of future rental escalations). 
This reduction was due to the office portfolio disposal 
where 24 of the 25 properties were transferred out 
between January 2019 and May 2019. The stable 
portfolio performed well, with a pleasing like-for-like 
revenue growth of 5,7% for the year ended 30 June 
2019, driven mostly by contractual escalations.

In line with our strategic priorities, we continued 
to rebalance our overall portfolio with additional 
investments in the United States (“US”) as well 
as in local residential property, which has further 
strengthened and diversified the Fund both 
geographically and sectorally. We reduced 
our debt levels with the proceeds of the office 
disposals, which also freed up capital for strategic 
reinvestment. These and other positive strides are 
detailed in this review.

We are pleased to report that Emira delivered 
3,1% growth in distributions and a total return 
to shareholders of 6,6% for the year under 
review — overcoming a sluggish local economy 
and political uncertainty.

BUSINESS ENVIRONMENT

SOUTH AFRICA
A persistent lack of meaningful local economic 
growth has been the primary obstacle to commercial 
success for a number of years, affecting all South 
Africans through a high unemployment rate and 
the rising cost of living, among other difficulties. 
Consumers have been under strain, having to 
contend with record high fuel prices, with utility 
and food prices also increasing.

Political and economic policy uncertainty have 
also impacted the performance of the local economy. 
Politically connected individuals have plundered 
state funds meant for the delivery of essential 
services, economic development, improving general 
living conditions in society and sustaining state-
owned enterprises.

The national power utility, Eskom, has once again called 
into question the reliability of its power generating 
capabilities, as periodic power outages gripped 
the country. The utility appears to be burdened by 
crumbling infrastructure in need of maintenance and 
crippling levels of debt, having been at the centre of 
grand scale corruption, which is beginning to unfold 
after about a decade of graft.

The struggle for control within the governing 
party has undermined some of the early improved 
sentiment that stemmed from the outcome of the 
Elective Conference in December 2017. In addition, 
individuals implicated in allegations relating to 
“state capture” and other corruption are becoming 
increasingly desperate to avoid prosecution, which 
has created further divisions within the governing 
party. Ratings agencies have voiced their concerns 
about these and other issues being factors in their 
assessments of South Africa’s economic health and 
the resulting sovereign credit rating.
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In terms of the “trade war” between the US and 
China, reputable analysts contend that the direct 
effects of tariffs on consumption and exports should 
be manageable. The value of US tariffs on China in 
2019, both threatened and implemented, is about 
USD105 billion, whereas China’s retaliatory tariffs 
would be limited, as US exports of goods and services 
to China only represent 0,9% of GDP. While China’s 
total global exports are almost 20% as a share of 
GDP, US total global exports only represent about 
12%, a significant portion of which is well insulated 
from international trade activity.

The indirect effects of an escalating trade war are less 
certain, as the US administration implemented a higher 
tariff rate from 10% to 25% on about USD200 billion 
worth of export goods shipped from China after 10 May 
2019. In response, China raised its tariffs to 25% on 
about USD75 billion worth of US exports. As a result, 
the Trump administration has indicated it could raise 
tariffs even further to 30% on USD250 billion worth 
of Chinese exports.

In July, with trade war rhetoric affecting confidence 
through downside risk and an accompanying decline 
in the treasury yield amid low inflation, the US Federal 
Reserve (“Fed”) cut interest rates by 25 basis points. 
The cut was the first in over decade, lowering interest 
rates to a range of between 2% to 2,25%. In light of 
deteriorating global economic conditions, the Fed 
is mulling over a possible further 25 basis point cut 
as a further corrective measure.

With accelerating real wage growth in the current 
economic cycle, the US consumer should be able 
to withstand much of the impact of the tariffs 
imposed on China, which will effectively translate 
to higher prices in the US and therefore affect real 
consumer spending. Challenges aside, the country’s 
unemployment rate fell to a new cycle low of just 3,7% 
in July, which bodes well for business, the consumer 
and the longevity of the economic expansion.

AUSTRALIA
In the context of our offshore investment in GOZ, 
which at 30 June 2019 was a 2,4% shareholding valued 
at R760 million, the performance of the Australian 
economy and property market is relevant. During 
the first quarter of 2019, GDP growth in Australia was 
disappointing, at just 0,4%. In its May 2019 Statement 
on Monetary Policy, the Reserve Bank of Australia 
(“RBA”) correctly forecast 0,5% growth in the economy 
for the second quarter, and anticipates GDP growth 
of 1,4% for the full year.

First in June and then in July 2019, the RBA cut the 
cash interest rate from 1,50% to new historic lows 
of 1,25% and 1,0% respectively. The governor of the 
RBA explained that the aim of the rate cuts was to 
stimulate employment and lift inflation back to a 
target range of 2% to 3%. The governor was positive 
about the economy, forecasting growth of 2,75% for 
2019 and 2020, notwithstanding headwinds from the 
trade dispute between the US and China.

The value of private sector work yet to be done 
is increasing, particularly in mining operations. 
Previously in 2018, public sector infrastructure 
development grew by 19% year-on-year, representing 
the highest levels since the global financial crisis of 
2008. In 2019, however, this fell by 15% in the largest 
year-on-year drop since 2014 and was compounded 
by lower overall spending in the private sector.

Positively, the new administration is gradually 
making progress to hold implicated individuals 
accountable for the damage done to South Africa’s 
economy, society and reputation, by strengthening 
the National Prosecuting Authority and other key 
institutions, and through the various commissions 
of inquiry. It is hoped that this process will restore 
some investor confidence and the country’s 
credibility on an international level.

Offering consumers some relief, the South African 
Reserve Bank (“SARB”) lowered interest rates by 
25 basis points in July 2019. Currently at 10,00%, 
the prime interest rate is the rate at which 
consumers typically pay interest on their debt. 
According to market commentators, if the rand 
remains at levels of around R14,60 against the US 
dollar, there is a possibility of an additional 25 basis 
point rate cut by the SARB before the end of 2019, 
which could stimulate improved consumer spending 
and benefit Emira and the broader economy.

Lower interest rates also assist Emira by way of 
extra savings with a lower overall cost of interest, 
albeit small given the level of interest rate hedges 
in place. Contributing to these savings was funding 
the acquisition of our US assets in US dollars, which 
made better financial sense than funding with South 
African rand. As we have done previously, we hedged 
between 80% and 100% of our long-term debt to 
mitigate interest rate risk.

The South African Revenue Service reported 
a R2,88 billion trade deficit for July 2019, after 
recording a revised surplus of R5,4 billion in June, 
having previously returned from a trade deficit 
to a surplus of R1,74 billion in May. Economists 
had expected a surplus in July, but the deficit was 
attributable to exports of R112,94 billion and imports 
of R115,82 billion.

In September, Statistics South Africa (“Stats SA”) 
reported the country’s GDP growth rate rebounded 
to record positive growth of 3,1% in the second 
quarter to June 2019. This was welcome news after 
the economy shrunk by 3,2% in the first quarter. 
The mining industry was the strongest contributor in 
the second quarter, growing by 14,4%, in the sector’s 
best performance since the second quarter of 2016. 
Apart from mining, the main drivers of growth were 
in finance, trade and government services. This was 
contrasted by the construction industry, which 
contracted for the fourth quarter in a row.

According to Stats SA, growth in the second quarter 
saw household consumption expenditure increasing 
by 2,8%. This was driven by greater spending on food 
and non-alcoholic beverages, as well as recreation 
and culture, with less spending on restaurants and 
hotels, which fell by 3,8%.

For the first time since the fourth quarter of 2017, 
Stats SA reported that gross fixed capital formation grew 
by 6,1%, driven mainly by purchases of machinery and 
transport equipment, but construction-related activities 
for works and non-residential buildings were down.

After the concerning corporate governance 
failures that were widely reported on last year, 
further instances among JSE-listed entities have 
come to light during the year under review. In one 
instance, trade in a JSE-listed company’s shares 
was suspended to protect shareholders from losing 
what remains of the share’s value after allegations 
of material revenue misstatements began to emerge.

In another recent matter, South Africa’s Financial 
Services Conduct Authority closed its investigation 
into allegations of false and misleading reporting by 
one of the largest JSE-listed REITs. In this instance, the 
REIT appears to have been cleared of the allegations, 
but the reputational damage done to the sector 
has taken its toll as some investors became more 
circumspect about listed property.

Corporate governance shortcomings and failures 
exacerbate an already fragile investor environment 
and are a blot on the landscape where good ethics, 
transparency and accountability should be the 
norm. We at Emira take matters of good corporate 
governance and business ethics very seriously, 
with honesty and transparency underpinning 
the Emira way.

Within the conditions outlined above, tenants are not 
as likely to expand their businesses, employ new staff 
and take up additional space.

THE US
As we continued our indirect offshore investment in 
the US, a synopsis of the world’s largest economy is 
relevant to our investors and a summarised market 
commentary follows below.

Retailers in the US are seeing the benefits of a thriving 
economy and wage growth stimulating the retail 
sector as consumers use their additional earnings 
to increase discretionary spending. Confidence in 
the economy remains near record highs, but this has 
eased slightly in recent months. Core retail spending 
has been strong, averaging 4,9% growth in 2018 with 
similar levels forecast for 2019. Optimism is expected 
to remain strong by historical standards, driving 
consumption and boosting retail sales, even with 
a moderated consumer index being factored in.

In the vast retail markets of the US, the extreme 
predictions of the imminent end of “brick-and-mortar” 
business have largely proved to be unfounded. Indeed, 
in terms of the number of physical stores opening 
versus those closing down, there was a net increase 
of 3 835 stores opening in 2018, according to global 
research and advisory providers, the IHL Group.

Rather than being replaced by online-only 
businesses, many conventional retailers have 
adapted their offering to remain competitive by 
adding convenience, online shopping and delivery 
services to augment their physical outlets. In 2017, 
online grocery sales represented only 3% or USD19 
billion of total grocery sales in the US, whereas total 
online retail sales were closer to 10%, which suggests 
a lower tendency to shop for daily groceries online.

Furthermore, some online-only businesses have 
opened first location stores to establish a physical 
presence within an area, which has been shown to 
boost their website traffic and online sales significantly. 
For many companies trading in tangible products, the 
most effective strategy to reach a wider audience and 
grow a customer base is to adopt a hybrid, omni-channel 
approach that integrates in-store shopping, online 
sales, and telesales.
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For the immediate years ahead, a sizeable pipeline 
of construction work remains to be done, but feeding 
that pipeline going forward remains a concern. 
While dwelling or residential development investment 
comprised 6% of GDP, completed construction data 
indicates a 2,75% drop in total dwelling investment 
in the first quarter of 2019 with lower activity in both 
new housing construction and renovations.

Lower levels of consumer spending echoed flat 
real salary and wages growth. Within the context 
of lower levels of public and private sector spend on 
infrastructure, consumer spending did little to boost 
GDP growth. Weaker household spending led analysts 
to anticipate a mere 0,4% quarter-on-quarter growth 
in household consumption, while retail sales volumes 
fell slightly in the first quarter.

Within a challenging economic environment, GOZ 
managed to grow its distributions by 3,6% year-
on-year. In its existing portfolio, GOZ reported 1,3% 
growth stemming from office sector property and 
2,6% growth from industrial property. In addition, 
the Australian REIT’s higher gearing reflected its 
acquisitions and was 35,0%, at year-end, up from 
33,9% in the previous year. In summary, analysts 
contend that GOZ appears to be executing well on 
its existing portfolio, despite relatively pedestrian 
returns within a sluggish economy.

That said, the fully priced position of GOZ has provided 
Emira the opportunity to lighten its holding and 
intends to continue to do so at current pricing levels.

BREXIT
In the United Kingdom (“UK”), the protracted 
negotiations surrounding the Brexit vote of 2016 to 
leave the European Union have still not been finalised, 
and instead led to the premature resignation of 
embattled UK Prime Minister Theresa May. The UK 
will now be led by Boris Johnson, who is considered 
by some to be a maverick politician in terms of his 
leadership style and approach to implementing Brexit. 
This should add to the lingering uncertainty, which 
has made international investors and big corporations 
cautious, with many putting their plans on hold until the 
UK is closer to articulating and ultimately completing 
its exit from the Union. The delays have also caused 
a significant amount of social discord, as many had 
hoped for a renewed vote to reverse the outcome, 
but politicians from all sides now seem determined 
to secure some form of exit.

PERFORMANCE FOR THE YEAR

DIRECT LOCAL INVESTMENTS
These are our directly held, South African-based 
property assets, diversified sectorally by office, retail, 
industrial and residential, located in the provinces of 
Gauteng, Western Cape, KwaZulu-Natal, the Free State 
and Mpumalanga. Included in this category is our 75% 
interest in The Bolton, where we are co-invested with 
the Feenstra Group, our initial specialist residential 
partner, which holds the other 25%.

Although overall vacancies increased marginally 
from 3,4% at 30 June 2018 to 3,6 % at 30 June 2019, 
the rate is still lower than the vacancies of 3,7% 
reported at 31 December 2018.

Property expenses, excluding amortised upfront 
lease costs, decreased by 0,6%, which were driven by 
the office portfolio disposal. Expenses on the stable 
portfolio showed a like-for-like increase of 9,9% 
for the year. This was in line with expectations and 
driven by a national hike in electricity costs as well 
as higher municipal rates charges, predominantly in 
the Johannesburg and Pretoria portfolios. The gross 
cost-to-income ratio increased to 37,6% from 36,8% 
demonstrating that expenses grew at a faster rate 
during the year when compared to income.

As anticipated, administration expenses, which includes 
property management fees, increased by 17,6% to 
R120,5 million (June 2018: R102,5 million). Most of 
this increase was due to incremental administration 
costs arising from our investments into the USA and 
increased staff costs, which included a further tranche 
on the forfeitable share plan.

PERFORMANCE BY SECTOR

Office
The office sector in South Africa has been under 
pressure for a number of years, due to its vulnerability 
to the country’s low-GDP growth economy. This 
sector remains oversupplied, with prime new office 
developments still in progress. To mitigate this risk, 
we have rebalanced our direct local property portfolio 
to reduce our office exposure such that we have only 
21 office buildings of which 19 are P and A grade.

During the year under review, office properties 
comprised 20% of the local portfolio by GLA 
(2018: 32%). Due to the strategies we have executed, 
office vacancies have shown a marked year-on-year 
improvement, decreasing to 5,3% from 7,1%, which is 
much lower than SAPOA market levels of 11,3%.

Vacancies have reduced primarily as a result of 
the disposals of non-core assets. Our major office 
vacancies are located at: Hyde Park Lane (3 717m2), 
as well as Epsom Downs Office Park (1 189m2), 
and Albury Park (807m2).

We have set our office vacancy target for June 2020 
to remain around current levels, as we aim to maintain 
our performance within a difficult market.

During the year under review, gross income 
increased on a like-for-like basis by 8,0% to 
R389,3 million, while expenditure increased by 
15,8% to R151,4 million, resulting in a net income 
increase of 3,6% to R237,9 million.

Urban retail
With South African consumers facing the financial 
pressures of low-growth economic conditions already 
discussed, parts of the retail sector are under pressure. 
Households are becoming increasingly reliant on 
their access to credit and finance to service their debt 
and major purchases. After welcoming the recently 
announced 25 basis point interest rate cut, consumer 
spending should improve slightly and alleviate some 
pressure on retail.

Trading density improved during the year, with modest 
growth of 1,0%. A 2,5% decrease in foot count was 
offset by an average increase in basket size.

Everyday retail activity remained steady during 
the year under review, with a modest improvement 
anticipated in the near term, aside from major 
debt-based or credit purchases such as new vehicles 
or large appliances. However, due to the country’s 
post-election and socio-political concerns, 
consumer confidence was eroded.

In our directly held local portfolio, urban retail 
properties comprised 38% of the total by GLA for 
the year under review, compared with 33% in the 
previous year. Thanks to the considerable efforts of 
our experts in management, we maintained the low 
vacancy rate of the retail portfolio at 2,3% (2018: 
2,0%), while SAPOA reported retail vacancies at 
4,2%. Our major retail vacancies are located at: 
Wonderpark Shopping Centre (2 350m2), and 
Epsom Downs Shopping Centre (996m2).

During the year under review, gross income increased 
by 4,4% on a like-for-like basis to R726,0 million, with 
expenditure increasing by 7,9% to R290,1 million. Net 
income for the year improved by 2,2% to R436,0 million.

PORTFOLIO EXPOSURE
OFFICE URBAN RETAIL INDUSTRIAL RESIDENTIAL TOTAL

SECTOR 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

Number of properties 21 44 20 21 38 39 1  — 80  104 

Number of tenants 375 631 819 839 268 281  — 1 462 1 751

Value (Rbn) 3,5 5,2 5,3 5,2 1,9 1,9 0,2 0,2 10,9 12,5

Total GLA (m2) 166 026 318 524 313 317 322 065 342 639 348 699  —  — 821 982 989 288

Number of units (applies to residential)  —  —  —  —  —  — 282  — 282  — 

Average value/property (Rm) 163,8 117,2 263,7 251,4 50,9 48,9 220  — 135,8 118,5
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TENANT RETENTION
Tenant retention and lease renewals were in line 
with expectation year-on-year. By GLA, we renewed 
and retained a total of 81% of expiring tenants 
(2018: 84%) and 80% by revenue (2018: 85%).

The largest renewals were RTT Group at RTT ACSA 
Park in Johannesburg (46 673m2 for a total value 
of R153,9 million), Professional Provident Society 
at Boundary Terraces in Cape Town (2 748m2 for 
a total value of R42,1 million), RTT Group at RTT 
Continental in Johannesburg (12 921m2 for a total 
value of R31,9 million), Trellidor Innovations at 
Trellidor in Cape Town (7 672m2 for a total value 
of R18,9 million), Standard Bank at Hyde Park 
Lane in Johannesburg (1 722m2 for a total value 
of R18,5 million) and Vodacom at Technohub in 
Midrand (3 342m2 for a total value of R15,9 million).

RENT REVERSIONS
Within an underperforming economy, reversions for our 
direct local portfolio of properties improved somewhat 
during the year to negative 1,2% (2018: negative 2,8%). 
While there were anticipated reversions in each of the 
property sectors, reversions of positive 2,9% in our 
offices were offset by the lower reversions in our urban 
retail and industrial properties at negative 1,6% and 
negative 2,3% respectively.

In order to attract and retain office tenants in 
an oversupplied market, we have had to make use 
of incentives, which includes reducing the asking 
rental price. In the context of economic conditions 
that persist in South Africa, the outcome of our rent 
reversions during the year is commendable.

During the year under review, the average expiry gross 
rental was R91,61/m2 (2018: R102,32/m2) with leases being 
signed at an average of R90,49/m2 (2018: R99,46/m2).

CAPITAL EXPENDITURE PROJECTS
To enhance the underlying valuations and 
performance of our directly held local properties, 
we reinvest in the future of the portfolio by allocating 
capital expenditure (“capex”) to projects that meet 
the criteria of our strategic priorities. Our approach 
involves recycling capital and making strategic 
investments in planned, focused upgrades to unlock 
value and improve our assets. Therefore, maintaining 
the quality and appearance of our buildings is key to 
attracting and retaining tenants, especially within 
downturns in the economic cycle.

The Bolton residential conversion project was completed 
in May 2019 at a total cost of R209,3 million, including 
land and capitalised interest, and is aimed at tenants 
in LSM brackets 7 to 8. Our co-investment partner, the 
Feenstra Group, has extensive experience in developing, 
owning and managing residential units.

Additional capex projects to the value of R239,2 million, 
excluding the final payments on the Knightsbridge 
development, were concluded during the year under 
review, including a major upgrade and replacement of 
the air-conditioning system at Southern Sentrum in 
Bloemfontein to improve the efficiency of the building 
and reduce tenants’ electricity costs.

For the year under review, the tenant retention rate in 
our retail properties was 78,3% by gross rentals and 
78,1% by GLA (2018: 88,6% and 88,4% respectively).

Industrial
Our local portfolio’s industrial properties delivered 
reasonable results. Vacancies increased to 4,1% from 
1,3%, slightly above SAPOA’s national average of 3,6% 
reported in December 2018. The increase is entirely due 
to Defy vacating Denver Warehouse, which underwent 
a major upgrade, and since completion in May 2019, is 
attracting keen interest. Sluggish rental growth has 
persisted in this sector, partly due to the availability of 
new high-quality industrial developments in the market. 
Furthermore, many of these properties are being made 
available to rent at attractive rentals, which has kept 
asking rental prices in the sector in the lower range. 
Our June 2020 industrial vacancy target has been 
set at 1,0%.

Within trying conditions that persisted during the 
year under review, we achieved an improved tenant 
retention rate in our industrial portfolio by GLA 
of 85,0% from 83,2% in the previous year.

Gross income increased on a like-for-like basis by 
6,0% to R295,7 million and expenditure increased 
by 7,9% to R118,6 million with net income up by 4,9% 
to R177,1 million.

Residential
The Bolton was converted from old B-grade offices 
in Rosebank into 282, primarily one-bedroom 
contemporary residential apartments, with an 
anticipated initial yield in excess of 10,5%.

The Bolton is our sole directly held residential 
property, and at year-end, 24,5% of the units 
were vacant. This improved by 31 July 2019, 
with 83% occupancy.

REBALANCING
In line with our strategic priorities, which are 
set out on pages 20 and 21 of this report, we are 
tasked with optimising the balance of the sectoral, 
investment type and geographical exposure of our 
total investments. The aim of this rebalancing is 
to mitigate risk by reducing our exposure to the 
oversupplied office component through strategic 
disposals, while expanding our investments into the 
more attractive residential and offshore components.

To illustrate the effectiveness of our rebalancing 
programme during the year, our office component 
was greatly reduced to 32% by value, from 41% in 
2018. In addition, the quality grading of our office 
segment has been drastically improved, as the 
proportion of our P-grade office space increased to 
50% in 2019 from 38% in 2018, after an initial 0% 
in 2011. Combined, our A- and P-grade offices now 
comprise 95% of our direct local office portfolio.

For further detail on the portfolio split, see the 
graphs on page 38 of this review.

LANDMARK B-BBEE TRANSACTION
As alluded to, we were very pleased with the disposal 
of 25 non-core office assets for R1,80 billion during 
the year under review. The success of the deal was 
twofold — it helped to achieve our strategic portfolio 
rebalancing objectives, and it was concluded through 
an innovative, structured B-BBEE transaction that 
supports our transformation objectives.

The properties were acquired by black-owned Inani 
Prop Holdings (“Inani”) which is 51% majority owned 
by Zungu Investment Company (“Zico”), a 98% 
black-owned, Level 1 B-BBEE entity. In addition, a 29% 
stake in the new business is held by a subsidiary of 
One Property Holdings (“One Prop”), our partner in 
Enyuka, namely Boyno Trade and Invest (Pty) Ltd.

The properties are mainly located in Gauteng, with 
some in KwaZulu-Natal and the Free State, and the 
largest asset being the R232 million Corobay Corner, 
a P-grade office property in Menlyn.

We were especially pleased to have deepened 
our relationship with One Prop, which played an 
important role in the deal, whereby a prerequisite 
was to identify a suitable 51% black-owned entity 
with which to transact in a meaningful way. As we are 
all vested in the transaction, finding the right parties, 
structure, and mechanism was crucial to ensure 
a successful transformational participation and 
transfer of the assets.

Of the total R1,80 billion consideration, R1,48 billion 
was settled by Inani in cash on a property-by-property 
basis, with the payment of the remaining R319,80 
million being deferred for five years on condition 
that Inani remains no less than 51% black-owned, 
whether by Zico or another suitable, qualifying entity. 
In addition, Emira earned a 1% capital raising fee 
on this remaining loan portion and interest on this 
mezzanine loan provided is paid quarterly.

At 30 June 2019 24 of the 25 properties had 
transferred with the final transfer expected by 
the end of September 2019. The deal represented 
a disposal yield of 10,47% for Emira. We have 
reinvested the capital in line with our diversification 
strategy and utilised a portion to reduce our local 
debt levels.

Emira holds 20% of the remaining equity in Inani 
in a positive deal that supports transformation 
and contributes to the South African economy. 
The transaction was a natural fit that builds on the 
relationships with our key partners, with all parties 
having their own “skin in the game”.

For further detail of our disposals for the year, please 
refer to the tables on page 39 of this review.

MAJOR LEASES CONCLUDED
During the year under review, 451 leases were 
concluded for a total lease value of R1,1 billion. By 
lease value, the largest of the new leases concluded 
were WeWork at 80 Strand Street in Cape Town, of 
which Emira is a 50% owner (3 340m2 for a total value 
of R68,0 million), Verifone Africa at Knightsbridge in 
Johannesburg (864m2 for a total value of R19,9 million) 
and OBC Chicken & Meat at Wonderpark in Pretoria 
(792m2 for a total value of R15,4 million).
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EMIRA HISTORIC YIELD AND R186 LONG BOND
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Other projects saw the redevelopment of the Denver 
Warehouse, which was previously known as Defy in 
Johannesburg into a modern logistics warehouse, 
as well as an extension to the façade at Menlyn 
Corporate Park in Menlyn to create a more 
prominent and attractive entrance.

We also undertook a general refurbishment of 
Granada Square in Durban to upgrade and modernise 
the building. At Wonderpark Shopping Centre in 
Pretoria, we installed a 1,2MWh solar farm to reduce the 
reliance on power produced by the troubled national 
utility, Eskom. Our capex projects are listed in full in 
the tables on pages 42 and 43 of this review.

We currently have over 11 000 solar panels installed 
within our local property portfolio, which together 
have a capacity of 4 296kWp. These arrays deliver 
a saving of 6 763MWh a year and remove 6 472tCO

2
e 

of carbon emissions annually. In addition, our four 
major water efficiency projects completed during 
the year are saving an estimated 21 600 000 litres of 
drinking water annually. We are considering further 
initiatives to save costs and reduce consumption 
of electricity and water. To read more about these 
and other initiatives, refer to pages 72 to 77 of 
this report.

VALUATIONS AND NET ASSET VALUE (“NAV”)
We make it a business imperative to ensure that all 
our directly held local properties are realistically, 
accurately and fairly valued. It is also appropriate 
that we are both conservative and defensive in our 
approach to property valuations, factoring the local 
economy into our calculations. At year-end, two 
thirds of our properties were valued internally by 
our own registered professional valuer and one third 
was valued externally. This method is in line with our 
valuations policy and past practices and the Board 
of Directors have approved these valuations.

During the year under review, the value of our 
investment properties decreased by R46,7 million 
(2018: R49,4 million decrease). Discount rates and 
capitalisation rates decreased slightly on average 
during the year due to the improvement of the quality 
of the portfolio post the office disposal to Inani. Please 
refer to page 138 for details of the inputs used in the 
valuations performed at 30 June 2019.

We believe that our ability to have disposed of a 
number of properties over the last three years at an 
average price which is in excess of their book values 
validates the accuracy of our property values.

NAV increased by 1,8% during the year to 1 791 cents 
per share (2018: 1 758 cents). This was largely due to 
a gain on bargain purchase of R129,0 million, which 
represents the difference between the cost and 
the fair value at the date of acquisition, recognised 
on the investment in Transcend as well as an 
improvement in the value of the shares held in GOZ.

Emira’s share price discount to NAV increased to 
23,0% during the year under review, from levels 
between 7% and 8% in 2018. The discount in the 
share price is partly due to the vacancies and rental 
reversions in our office portfolio, and the constraints 
of the current economic cycle.

GRADING
A – Large national tenants, large listed tenants, government and major franchises
B – National tenants, listed tenants, franchises, large regional tenants, medium to large professional firms
C – Other
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PROPERTIES TRANSFERRED OUT OF EMIRA DURING THE 12 MONTHS TO JUNE 2019

PROPERTY LOCATION SECTOR
GLA
(m2)

BOOK VALUE
(Rm)

SALE PRICE
(Rm)

EXIT YIELD
(%)

EFFECTIVE 
DATE

Corporate Park 66 Pretoria Office 13 344 167 051 300 167 051 300 9,99 4 Jan 2019

Discovery Park PTA Pretoria Office 3 863 47 826 200 47 826 200 11,9 4 Jan 2019

Highgrove Office Park Pretoria Office 8 012 81 866 200 81 866 200 9,16 Jan – Mar 2019

7 Naivasha Road Johannesburg Office 4 673 44 932 800 44 932 800 6,44 4 Jan 2019

Bradenham Hall Johannesburg Office 4 784 41 188 400 41 188 400 11,43 4 Jan 2019

Turnberry Office Park Johannesburg Office 5 667 81 951 300 81 951 300 11,96 4 Jan 2019

Western Woods Office Park Johannesburg Office 8 926 71 143 600 71 143 600 12,7 4 Jan 2019

Lincoln Wood Office Park Johannesburg Office 10 560 104 162 400 104 162 400 11,97 4 Jan 2019

East Rand Junction Johannesburg Office 6 466 39 401 300 39 401 300 14,31 4 Jan 2019

Strathmore Park Durban Office 3 835 40 933 100 40 933 100 10,77 4 Jan 2019

Menlyn Square Office Park Pretoria Office 9 852 116 842 300 116 842 300 10,81 24 Jan 2019

Corobay Corner Pretoria Office  13 865 232 067 700 232 067 700 9,21 26 Feb 2019

Derby Downs Durban Office 2 139 20 764 400 20 764 400 13,96 26 Feb 2019

Omni Centrum Bloemfontein Office 5 447 25 870 400 25 870 400 14,85 26 Feb 2019

Iustitia Building Bloemfontein Office 5 360 26 976 700 26 976 700 16,05 26 Feb 2019

Menlynwoods Office Park Pretoria Office 10 115 122 544 000 122 544 000 9,89 12 Mar 2019

Rigel Office Park Pretoria Office 4 417 65 527 000 65 527 000 11,77 12 Mar 2019

Lake Buena Vista Pretoria Office 6 196 40 848 000 40 848 000 4,51 12 Mar 2019

5 The Boulevard Durban Office 1 256 16 594 500 16 594 500 12,71 12 Mar 2019

267 West Pretoria Office 9 396 154 371 400 154 371 400 9,88 12 Mar 2019

Westway Durban Office 2 319 31 742 300 31 742 300 11,02 27 Mar 2019

The Gables Pretoria Office 2 851 23 317 400 23 317 400 9,59 26 Apr 2019

Tuinhof Pretoria Office 8 816 138 159 850 138 159 850 9,38 30 Apr 2019

Cresta Corner Johannesburg Retail 9 748 106 900 000 96 000 000 11,80 24 May 2019

Umgeni Road B — 23 Intersite Durban Industrial 6 021 23 300 000 25 500 000 8,57 28 Jun 2019

Total 167 927 1 866 282 550 1 857 582 550 10,50
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LEASE ESCALATIONS (%)
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PORTFOLIO VALUE BY REGION (%)
(INCL. THE BOLTON)

PORTFOLIO GLA BY REGION (%)
(EXCL. THE BOLTON)

 JOHANNESBURG
 PRETORIA
 WESTERN CAPE
 KWAZULU-NATAL
 BLOEMFONTEIN
 MPUMALANGA

35
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TOTAL PORTFOLIO MOVEMENT
JUN 2019 JUN 2018 DIFFERENCE

SECTOR R’000 R/m2 R’000 R/m2 % R’000

Office 3 497 010 21 079 5 232 144 16 426 (33,2) (1 735 134)

Urban retail 5 290 926 16 887 5 244 250 16 283 0,9 46 676

Industrial 1 933 650 5 643 1 905 350 5 464 1,5 28 300

Residential 220 000 — 154 064 — 42,8 65 936

Total 10 941 586 12 535 808 (12,7) (1 594 222)

PROPERTY PORTFOLIO
OFFICE URBAN RETAIL INDUSTRIAL RESIDENTIAL TOTAL

SECTOR 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

Portfolio value (Rbn) 3,5 5,2 5,3 5,2 1,9 1,9 0,2 0,2 10,9 12,5

Portfolio value (%) 32 41 48 43 18 15 2 1 100 100

Vacancy levels (%) 5,3 7,1 2,3 2,0 4,1 1,3 — — 3,6 3,4

Gross income movement (%) -10,9 +2,0 +3,5 -10,9 +0,8 +6,0 +100 — -2,9 -2,6

Gross income (Rm) 647,5 726,9 746,0 720,8 303,7 301,2 1,6 — 1 698,8 1 748,9

Expenditure movement (%) -5,9 -0,4 +4,2 -15,9 -2,8 +19,1 +100 — -1,0 -3,1

Expenditure (Rm) 242,6 257,9 278,1 266,8 119,4 122,8 0,7 — 640,8 647,5

Net income movement (%) -13,7 +3,3 +3,0 -7,9 +5,9 -2,9 +100 — -3,9 -2,3

Net income (Rm) 404,9 469,0 467,9 454,1 184,3 178,4 0,9 — 1 058,0 1 101,5

RENT REVERSIONS BY SECTOR

SECTOR
Area

(m2)

Avg.
expiry rental

(R/m2)

Avg. new
lease rental

(R/m2)

Increase/
(decrease)

%

Office 26 419 142,98 147,16 2,9

Urban retail 47 515 159,44 156,82 (1,6)

Industrial 143 346 59,91 58,54 (2,3)

Total Jun 2019 217 280 91,61 90,49 (1,2)

Total Jun 2018 216 305 102,32 99,46 (2,8)

Total Jun 2017 273 080 84,66 83,71 (1,4)
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has grown rapidly from 13 to 23 properties, increasing 
from 2 472 to 4 691 residential units, with a substantial 
number of additional, similar residential units being 
identified for potential acquisition in the future. 
Transcend plans to migrate its listing to the Main 
Board of the JSE as soon as it has met the necessary 
spread of shareholders criteria, which is anticipated 
to be in the near term.

The tenancy of Transcend’s portfolio is sound, 
with occupancy levels of almost 95% in its properties 
located domestically in the provinces of Gauteng, 
the Western Cape and Mpumalanga. Transcend’s asset 
manager is IHS Asset Management and its operations 
and property managers are IHS Property Management.

The move complements our strategy of expanding our 
investment in residential rental property — a sector that 
we believe has headroom for growth in South Africa 
with increased urbanisation as people continue to move 
to cities from outlying and rural areas in search of 
better employment and lifestyle opportunities.

After the Transcend transaction, our combined 
residential property exposure now represents 
5,7% of our total investment portfolio. In line with 
our strategy for growth, we plan to maintain this 
exposure in the range between 5% and 10% of our 
total assets over time, as appropriate.

INDIRECT LOCAL INVESTMENTS
These represent our indirectly held, South African-
based property investments via our shareholding 
in residential REIT Transcend Property Fund Limited 
(“Transcend”), as well as our common equity 
holding in Enyuka with One Prop.

For the year under review, R112,8 million in 
distributable income stemmed from our equity-
accounted investments in Enyuka and Transcend, 
as summarised below.

Income of R8,4 million was generated from interest 
on our short-term mezzanine loan to Transcend. 
In addition, we received dividends of R15,8 million 
from Transcend for the six-month period ended 31 
December 2018. This dividend included an antecedent 
portion of R13,2 million, calculated from 1 July 2018 
to the date of the investments. Further, an amount 
of R13,8 million was accrued for distribution purposes 
only in respect of the dividend declared by Transcend 
on 8 August 2019 for the six-month period ended 
30 June 2019.

Income from Enyuka of R74,8 million, being the interest 
received on Emira’s loan to Enyuka (R77,0 million) less 
Emira’s portion of Enyuka’s net loss (R2,2 million after 
interest). Enyuka’s net loss is post an asset management 
fee of R5,4 million of which we receive 50%.

At year-end, Enyuka’s total property portfolio was 
valued at R1,1 billion and its loan to value ratio was 
32,3%, excluding shareholder loans of R660,4 million, 
including interest. No additional properties were 
acquired by Enyuka during the year under review.

GREATER RESIDENTIAL EXPOSURE
In October 2018, we acquired an initial 9,9% interest 
in Transcend by subscribing for 7 300 000 shares 
at R6,26 per share for a total consideration of 
R45,9 million. In December 2018, we acquired a 
further 38 382 283 Transcend shares at R6,46 per 
share for a total consideration of R248 million, 
growing our total equity interest in the company 
to 34,9%.

Transcend is a REIT listed on the AltX of the JSE since 
December 2016 and is an affordable residential rental 
property specialist with a portfolio of 23 properties 
in South Africa. In effect, Emira’s position of influence 
has resulted in Transcend being equity-accounted. 
Furthermore, our CEO Geoff Jennett was placed on 
the Transcend board as a non-executive director.

With the proceeds from the acquisition of our minority 
stake and other capital raising, Transcend has more 
than doubled the value of its portfolio year-on-year 
from R1,22 billion to R2,72 billion. The specialist REIT 

CAPITAL EXPENDITURE PROJECTS COMPLETED DURING THE YEAR ENDED 30 JUNE 2019 

PROJECT TYPE SECTOR
CAPITAL

CONSIDERATION (R)
COMPLETION
DATE 

The Bolton, Rosebank Residential development Residential 209 297 341 31 May 2019

Knightsbridge — Phase 2 Phase 2 development Office 122 870 947 15 Aug 2018

Southern Sentrum Aircon, electrical and fire Urban retail 33 079 784 15 Aug 2018

Menlyn Corporate Park Atrium Office 9 326 075 22 Feb 2019

Ben Fleur PV project Urban retail 9 000 000 24 May 2019

Wonderpark PV project Urban retail 8 500 000 30 Mar 2019

Denver Warehouse Refurbishment Industrial 8 139 940 15 Apr 2019

Boskruin PV project Urban retail 6 000 000 15 Mar 2019

Granada Square Refurbishment (Phase 1) Urban retail 5 465 703 14 Dec 2018

Menlyn Corporate Park Fitout Office 4 909 515 30 Jul 2018

Menlyn Corporate Park 3rd floor, 1st floor, ground floor, kitchen refurbishment Office 3 624 809 04 Dec 2018

Cambridge Park Itec refurbishment Industrial 3 500 000 25 Sep 2018

Quagga Shoprite Liquor Urban retail 2 047 294 30 Sep 2018

Corobay Corner External painting Office 2 000 000 10 May 2019

Tramshed Tenant relocation (Avon) Urban retail 1 913 568 23 Jul 2018

The Market Square Building re-painting Urban retail 1 607 165 30 Nov 2018

Summit Place Additional items (Assupol) Office 1 413 225 15 Aug 2018

Menlyn Corporate Park Balconies Office 1 300 000 4 Dec 2018

Epsom Downs Office Park Internal common areas refurbishment Office 1 000 000 26 Jun 2019

Knightsbridge — Phase 3 Demolitions Office 1 000 000 28 Sep 2018

1 West Additional parking Office 950 000 29 Mar 2019

Springfield Retail Centre Rainwater harvesting Urban retail 893 000 1 Feb 2019

Rigel Office Park Additional parking Office 548 487 31 Aug 2018

Total 438 386 853
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CAPITAL PROJECTS YET TO BE COMPLETED AS AT 30 JUNE 2019

PROJECT TYPE SECTOR
TOTAL CAPITAL

CONSIDERATION (R) *
COMPLETION
DATE 

Hyde Park Refurbishment/upgrade Office 12 000 000 18 Oct 2019

Tramshed Intercare Urban retail 9 976 800 31 Jul 2019

RTT Continental Air conditioning replacement Industrial 7 722 944 31 Oct 2019

RTT Continental LED lights installation Industrial 4 737 483 30 Sep 2019

Granada Square Refurbishment (Phase 2) Urban retail 4 521 289 7 Aug 2019

Wonderpark Rainwater harvesting Urban retail 2 783 768 6 Sep 2019

Greenfields Re-sheeting of roof Office 2 145 979 31 Oct 2019

Summit Place Signage pylon and entrance Office 1 531 000 2 Jul 2019

Podium Internal common areas refurbishment Office 999 998 2 Oct 2019

Quagga Shopping Centre Outdoor gym Urban retail 991 671 16 Aug 2019

Total 47 410 932

* Includes spend to date as at 30 June 2018.
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In the coming years, our aim is to continue to 
grow our US investments on an incremental deal- 
by-deal basis by targeting assets that we believe 
are undervalued, have secure income streams 
and the potential for capital appreciation over time. 
Our strategy is to increase the offshore component, 
primarily through selective acquisitions in the 
US with the Rainier Group, to a maximum of 
approximately 15% by June 2021.

We will continue to fund our offshore acquisitions by 
repurposing capital from our disposals of non-core 
assets, such as the Inani deal. Compared to the 
lower yields that are currently available in South 
Africa’s flat economy, these offshore investments 
should deliver US dollar-denominated cash yields of 
approximately 10,5% per annum to our shareholders.

OUR AUSTRALIAN INVESTMENT
As mentioned, we disposed of 7 420 119 GOZ units 
during the year at an average price of AUD4,11 per 
unit. On disposal, the units were priced significantly 
higher than their initial cost and current NAV of 
GOZ, facilitating the deployment of those proceeds 
into a higher yielding investment. It also speaks to 
lightening our holding in assets that are seen to be 
fully or overvalued and reinvesting into assets that 
are undervalued and offer better upside potential.

As at 30 June 2019, the unit price of GOZ was 
AUD4,12. Our remaining investment of 18 638 447 
units, comprising 2,4% of the total units in issue, 
is valued at R759,7 million compared to the initial 
cost price of R272,0 million, representing a 179,3% 
increase in the capital value of this investment. 
We continue to assess the viability of our ongoing 
investment in GOZ, and to that end we have disposed 
of a further 5 000 000 units post year-end.

GEARING AND DEBT
We continued to have diversified sources of funding 
and banking facilities in place with all the major 
South African banks as well as our debt capital 
markets programme.

We deal with the various finance, interest rate 
and currency issues at the quarterly-held Finance 
Committee meetings, where guidelines are set in 
terms of managing debt. These include commercial 
paper issuances of up to 12 months in duration, 
and not exceeding a maximum of 20% of total debt. 
A maximum of 50% of our total debt can be sourced 
from the debt capital markets, including commercial 
paper, with the balance being sourced from financial 
institutions and commercial banks.

As at 30 June 2019, we had a moderate level of 
gearing with interest-bearing debt (excluding net 
derivative liabilities), net of cash, to total income 
producing assets of 36,1%. Our interest cover ratio 
at a Group level was 2,9 times at 30 June 2019.

A portion of the proceeds realised on the office 
portfolio disposal were used to permanently reduce 
debt, which at reporting date was down to R5,3 billion. 
Debt levels were initially higher in December 2018 
due to our investment in Transcend, which took place 
before we received the proceeds from the Inani office 
portfolio disposal. The weighted average duration 
to expiry of our debt facilities has increased to 2,4 
years. This is in line with our strategy and is the result 
of R3,3 billion of debt that matured in the year being 
either refinanced on a long-term basis or settled.

DEALINGS WITH ONE PROP BEARING FRUIT
In rebalancing our portfolio, we diversified into the 
local lower LSM retail space in 2016 via our Enyuka 
co-investment with One Prop. In the venture, we have 
partnered with a team of experts in lower LSM retail 
asset management. One Prop’s specialised skills 
and experience are achieving a faster growth rate 
in the lower-LSM rural retail portfolio than could 
be accomplished without their involvement.

Emira owns 49% of the common equity of Enyuka’s 
lower LSM retail portfolio, with One Prop owning the 
other 51%. Enyuka’s initial portfolio of 15 rural retail 
properties was valued at R653 million at 30 June 
2019, and with the acquisition of an additional seven 
assets valued at R444 million, grew to 22 lower-LSM 
retail centres valued at R1,15 billion. As already 
discussed, our relationship with One Prop facilitated 
the R1,80 billion transaction with Inani.

INDIRECT OFFSHORE INVESTMENTS
These comprise our offshore property investments 
with the Rainier Group, our co-investment retail 
property partner in the US, as well as our 2,4% 
shareholding in Growthpoint Australia (“GOZ”), 
an ASX-listed REIT.

Prior to making our first real estate investments in 
the US in October 2017, our only offshore investment 
was in GOZ, which then comprised about 7% of our 
total portfolio in terms of value. During the reporting 
period, we sold another 7 420 119 GOZ units, having 
sold 2 500 000 units during the previous year. Our 
GOZ investment now comprises about 5,4% of our 
total investments. As before, our reasoning behind 
the disposal was to crystallise some of the capital 
gains we have made on a fully valued share and 
redeploy the capital into investments with better 
yields and greater strategic control, namely property 
assets in the US with our co-investment partners.

Income of R74,8 million was generated by our 
indirectly held investments in the US, which 
represents our share of the net distributable income 
of the nine retail properties acquired between 
October 2017 and June 2019.

Income from our indirect offshore investment in 
GOZ decreased by 3,0% to R53,4 million, including 
R5,6 million recognised for distribution purposes 
only in respect of the cum dividend element of 
7 420 119 GOZ units sold during the year. The 
reduction can be attributed to the units sold 
during the year under review and in the previous 
year. The underlying Australian dollar distribution 
per unit of GOZ increased by 3,6% to 23,0 cents.

US RETAIL EXPANSION
In a pioneering move for South African REITs, we 
entered the US real estate market in October 2017. 
Seizing an opportunity to co-invest with US partners, 
the Rainier Group, in the state of Ohio, we acquired a 
49% minority stake in a grocery-anchored convenience 
retail centre, to the value of USD8,4 million. Prompted 
by our successful dealings with the Rainier Group, we 
acquired stakes in a further three retail properties in 
2018, growing our investment to USD32,4 million across 
four properties in the states of Ohio, Texas and Indiana.

During the year under review, we concluded five 
additional investments in the US, located in the states 
of Florida, Missouri, Texas and Oklahoma. With these 

latest acquisitions, we now have an average 49% stake 
in nine retail investments in the US, which combined 
are currently valued at USD73,4 million, or more than 
R1,06 billion. This has increased our retail property 
exposure in that country to 7,6% of Emira’s total 
investments, more than doubling from 3,1% in 2018.

Our new acquisitions strengthen both the value and 
quality of our equity in the US retail portfolio, where, in 
a relatively short amount of time, we have accelerated 
our investment into value-focused, grocery anchored, 
open air retail centre assets, located in thriving states 
within the world’s largest economy.

Located in Tampa, Florida, Woodlands Square 
shopping centre was acquired and transferred in 
October 2018. Our 49,6% equity interest was acquired 
for USD12,2 million, at an anticipated initial equity 
yield of 11,8%. The recently refurbished value-focused 
centre has a GLA of 314 699ft2 (28 642m2) with an 
occupancy of 96%. The centre has strong leases with 
grocery and anchor tenants, and a long weighted 
average lease expiry (“WALE”) of 7,9 years. Woodlands 
Square’s mix of value-focused tenants includes a 
popular health and wellness supermarket, food and 
restaurant tenants and a well-supported cinema.

Next was Truman’s Marketplace shopping centre in 
Grandview, Missouri which transferred in December 
2018 at a total cost to Emira of USD6,1 million for a 
49,5% equity interest at an expected equity yield of 
11,1%. With a GLA of 308 209ft2 (28 634m2), Truman’s 
Marketplace has an occupancy of 98% with a number 
of highly recognised national and value-based retailers 
in food, clothing and household goods. The centre also 
has a good WALE of 7,1 years.

San Antonio Crossing in Texas, with a GLA of 
146 321ft2 (13 594m2), transferred in February 2019. 
The property was acquired for a total consideration 
of USD20,5 million at a 9,50% initial capitalisation 
rate. Our share of the equity investment equates to 
USD4,15 million at an initial equity yield of 12,9%. This 
popular shopping centre is 99% let, of which 88% is 
occupied by national tenants, and has a healthy WALE 
of 7,2 years. The property is well located at one of 
the busiest intersections in the economically diverse 
and high-growth area of San Antonio, which serves 
a population of 1,5 million people and was ranked as 
the fastest growing American city in 2016/17.

The eighth shopping centre to be acquired in the 
US during the year under review was Wheatland 
Towne Crossing in Dallas, Texas with a GLA spanning 
206 874ft2 (19 219m2) and transferred at the end of 
March 2019. The centre was acquired for USD32,2 
million at an 8,67% initial capitalisation rate. Our 
equity portion of the investment was USD6,3 million, 
at an initial equity yield of 12,56%. The open-air, 
value-oriented centre has a WALE of 3,9 years and is 
97% occupied, of which 90% is let to national credit 
tenants. The property is situated at a major highway 
interchange in Dallas-Fort Worth, which is the fourth 
largest metropolitan area in the US and is that 
country’s largest inland metro.

The ninth and latest centre to be acquired was 
University Town Center in Norman, Oklahoma City 
in Oklahoma, which transferred on 24 June 2019. Our 
49,6% equity interest was acquired for USD12,4 million, 
at an anticipated initial equity yield of 10,8%. Positioned 
alongside the popular Oklahoma university, the centre 
has a GLA of 348 877ft2 (32 412m2) with an occupancy 
of 98%. The centre has strong leases with a WALE 
of 4,3 years.
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INTEREST RATE HEDGING PROFILE (Rm) DEBT FUNDING MIX (Rm)
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The debt expiry profile has been managed to ensure 
that the amount of debt expiring in any one period 
is manageable with R1,2 billion now due in the next 
12 months. At 30 June 2019, undrawn backup facilities 
of R620,0 million were available, which reduces 
debt refinance risk. Further our R760,0 million GOZ 
investment serves as a backup facility, should we 
require emergency funds. It is a liquid investment, 
remains unencumbered and could transform our 
balance sheet position within a short space of time. 
This backup facility improves our risk profile with 
each of the five banks and improves our ability to 
transact in the face of trying economic conditions.

During the year, facilities either put in place or 
refinanced included the following:

 › A maturing R665,9 million secured 54-month term 
facility with RMB was permanently settled;

 › A new R500,0 million unsecured short-term 
two-month Absa bridging facility drawn down 
in December 2018 was permanently settled in 
February 2019;

 › Two secured unlisted notes with RMB totaling R1,0 
billion were refinanced with RMB through four new 
unlisted notes. The new notes were issued for an 
average term of 4,3 years and at an average cost 
of 1,77% above three-month JIBAR versus the 
matured notes of 3,5 years and a cost of 1,65%;

 › A R200,0 million two-year unsecured term facility 
with Sanlam was extended for a period of two years 
at three-month JIBAR plus 185bps;

 › A R200,0 million two-year secured term facility 
with Nedbank was refinanced through an unlisted 
note with Nedbank for a period of five years at 
three-month JIBAR plus 170bps;

 › A R200,0 million 12-month general banking facility 
with Investec was renewed for a further 12 months; 
and

 › A R250,0 million two-year revolving credit facility 
with Absa was replaced with a new R300,0 million 
revolving credit facility from Absa for a period of 
three years at prime less 150bps.

We continue to successfully access funding via the 
debt capital markets at competitive rates. During 
the current year, we issued R979,0 million of new 
listed commercial paper and corporate bonds to 
refinance R787,0 million of maturing notes. The new 
instruments were issued for an average term of 2,7 
years and at an average cost of 1,32% above three-
month JIBAR versus the matured notes of 1,7 years 
and a cost of 1,23%.

We have fixed 91,2% of our debt for periods of 
between 1,1 and 5,4 years, with a weighted average 
duration of 3,0 years.

In July 2019, Global Credit Rating Company (Pty) Ltd 
(“GCR”) affirmed a corporate long-term credit rating 
of A(ZA) and corporate short-term rating of A1(ZA), 
with the outlook accorded as stable.

As at 30 June 2019, we had effective AUD denominated 
debt of AUD74,5 million through our AUD cross-currency 
interest-rate swaps (“CCIRS”) against assets valued at 
AUD76,8 million. The AUD CCIRS relate to our investment 
in GOZ. In addition, we have effective United States 
dollar (“USD”) denominated debt of USD64,9 million 
through our USD CCIRS. These USD CCIRS relate to 
investments based in the US valued at USD77,5 million.

TRANSFORMATION
As a responsible Company, we aim to meaningfully 
assist with the socio-economic transformation 
of South Africa, in order to address the severe 
historical inequalities that have yet to be eradicated. 
After the Property Sector Charter’s B-BBEE codes 
were promulgated in June 2017, we were assessed 
according to the new codes. We are pleased to report 
that Emira is currently a Level 7 Contributor, which 
is an improvement on the previous year’s Level 8. 
Our next rating is due in November 2019

A formal strategy was adopted during the year to 
reduce Emira’s rating down to a Level 4 contributor 
for the 2021 rating. Initiatives are already underway to 
achieve this target, which include the office portfolio 
disposal to Inani. We expect to see some of these 
steps to start bearing fruit in our upcoming rating.

Challenges still persist in procurement, as we rely on 
the financial services sector to fund our developments, 
acquisitions and other capital-intensive activities. 
Furthermore, interest charges due to debt providers 
are now considered an expense. In practice, this 
results in a third of our expenses yielding no points 
earned for procurement. We have put initiatives and 
targets in place to address these and other scorecard-
related challenges to improve our performance.

Our previous B-BBEE transaction with Letsema 
Holdings and Tamela Holdings in 2017 placed 5% of 
Emira’s shares in the hands of two strategic black 
partners, with each holding 2,5%. We meet with 
Letsema and Tamela every six months and both 
companies are represented on our Board.

EMIRA SHARE SUBSCRIPTION SCHEME
Following on from the approvals received in June 2018 
from shareholders regarding the share ownership 
mechanism for Emira’s executives and senior staff, 
The ESA Trust (the “Trust”) acquired 7 200 000 Emira 
shares utilising loan finance provided by both Emira 
and Sanlam in June 2019.

This scheme was implemented to encourage staff 
to acquire shares and participate in the long-term 
sustainability of the Company through share 
ownership. The scheme is discussed in greater 
detail in the remuneration report commencing 
on page 60 of this report.

Emira is deemed to control the Trust and accordingly 
it is consolidated. The shares held by the Trust are re-
classified as treasury shares for accounting purposes.

WORLEY PARSONS UPDATE
Emira has been in arbitration proceedings with 
Worley Parsons for the past two years regarding their 
lease obligations at Corobay Corner. Worley Parsons 
absconded from their 10-year lease agreement with 
Emira after just two years of occupation with the 
argument that the practical completion certificate 
was signed by the principal agent rather than the 
architect, as was stipulated in the lease agreement. 
The Joint Building Contracts Committee (“JBCC”) 
agreement between the original developer and the 
main contractor required the principal agent to sign 
the practical completion certificate. Subsequent 
to Worley Parsons absconding Emira cancelled the 
lease to enable it to re-let the property to mitigate 
its damages.

On 26 June 2019 the arbitrator delivered his award, in 
which he found that, because the practical completion 
certificate had not been signed by the architect and 
could never be signed due to the cancellation of the 
lease, the rand value of Emira’s rights amount to zero. 
Emira has filed a notice of appeal which is expected to 
be heard by March 2020.

In light of the arbitrator’s award, Emira has taken 
the prudent approach of raising an impairment 
of R41,0 million in respect of the amounts due 
by Worley Parsons carried on the balance sheet 
together with the associated legal costs to date. In 
line with what has previously been communicated to 
shareholders, this impairment has been disregarded 
for distribution purposes.

GEARING AS AT JUNE 2019
The Fund has fixed 91,2% of its debt for periods of between 1,1 and 5,4 years, with a weighted average duration of 3,0 years.

Weighted
average rate %

Weighted
average term

Amount
(Rm)

%
of debt

Debt — fixed swap 7,5 4 795,8 91,2

Debt — floating 8,7 462,7 8,8

Total 7,6 2,4 years 5 258,5 100,0

Less: Costs capitalised not yet amortised (5,7)

Add: Accrued interest 40,2

Per statement of financial position 5 293,0
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CHANGES TO THE 
BOARD AND MANAGEMENT
With effect from 22 May 2019, we welcomed the 
appointment of Jasandra Nyker to the Board of 
Directors of as an independent non-executive director. 
The appointment has bolstered the capabilities of 
the Board and improved its composition. We welcome 
Jasandra to the Board and look forward to her positive 
contributions to the Board and the Company in her 
time ahead.

POST YEAR-END EVENTS
Other than the further disposal of 7 000 000 units of 
GOZ, there were no significant events subsequent to 
the reporting date, as mentioned in this review. As at 
the date of this report there were no other reportable 
post balance sheet events.

OUTLOOK
We are an evolving REIT, with a notably stronger 
investment diversification after our further rebalancing 
exercise and investments into real estate assets in local 
residential and US retail. We are in a more favourable 
position than we were a year before because of these 
investment modifications and we have made these 
positive strides under difficult conditions that persist. 
We therefore expect to achieve positive growth during 
the year ahead, which could improve further with an 
uptick in the local economy.

In South Africa, we anticipate that the defensive 
residential sector will experience some growth 
as urbanisation continues. We expect a positive 
contribution to performance from our residential 
investment in The Bolton, which is attracting young 
professionals seeking quality accommodation in the 
heart of Rosebank. Our co-investment partners Feenstra 
will ensure the building is optimally tenanted and 
managed to make the asset perform to expectations.

Our recent investment in equity-accounted Transcend 
is expected to contribute positively to our overall 
performance in the year ahead. The extent of this 
upside will however be dependent on the country’s 
GDP growth levels. Even though we have reached 
our initial target level of exposure to the residential 
sector in South Africa, we may selectively increase 
our exposure further to the residential sector by way 
of appropriate investment opportunities that will 
enhance our portfolio with reliable yields.

In the local market, we have many good retail assets 
that possess the fundamentals of being well located 
and tenanted with the right mix of businesses to 
deliver positive yields in the coming year. This 
despite pressure on the South African consumer and 
a retail sector that is saturated and overtraded in 
certain areas as a result of overzealous developers 
in the past. Enyuka, through our rural retail property 
investments, will continue to service the needs of 
consumers in outlying and remote areas, even in the 
current economic cycle.

It is anticipated that the US economy will sustain 
healthy retail sales growth during the year ahead, 
driven by high consumer confidence, a robust job 
market with low unemployment, strong wage growth 
and lower taxes. With high-GDP growth and growing 
consumer demand, the coming year should deliver 
solid growth to the US food and beverage sector. 
Retailers across categories are expected to further 
develop their omnichannel strategies and make 
significant reinvestment in their physical stores, 
while enhancing their service offerings.

Since entering the US real estate market, we have 
been pleased with how our jointly held assets have 
performed. We will continue to build on our offshore 
presence in the thriving US economy, together with 
our investment partners the Rainier Group. To this 
end, we will seek out further real estate investment 
opportunities into well-located US assets that are 
the right type, size and price in order to deliver 
sustainable yields for our shareholders.

The office sector will likely continue to be hampered 
by the ongoing challenges of oversupply and an 
underperforming economy. With slow progress 
coming from the new administration in terms of 
improving the country’s investment case, the sector 
will likely face another year of inadequate growth. 
Patience is the watchword in property investments 
and an upturn in the economic cycle is required 
for both the office and industrial sectors to begin 
performing better. Positively in this regard, the 
recent low-interest rate trends in economies around 
the world could attract some investors to South 
Africa in search of higher yields.

For the year ahead, we expect to reinvest between 
R190 million and R200 million into our local property 
portfolio on a variety of non-specific capex 
projects, despite the challenging environment. 
We will continue to seek out additional greening 
initiatives, such as our water harvesting and solar 
farm installations that reduce Emira’s dependence 
on municipal supplies and preserve scarce natural 
resources. We will continue our programmes to 
methodically maintain and enhance the quality of 
our buildings by paying special attention to areas 
such as lobbies, lifts and their general appearance 
and condition. Certain properties will be earmarked 
for value-adding improvements to attract and retain 
tenants or extend their quality and lifespan.

With our new investments bedding down, we 
have diversified and bolstered Emira’s underlying 
value with assets that can deliver growth for our 
stakeholders in the year ahead and beyond. This we 
have achieved by maintaining a prudent approach to 
financial management and value-enhancing portfolio 
initiatives, and the robust fundamentals underpinning 
our investments remain strong. We are proud of what 
we have accomplished under trying conditions and we 
look forward to escalating our strategies, both locally 
and offshore, during the year ahead.
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