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Commentary
Financial results
Delta’s Board has declared a 2.1% increase in full year distribution of R691.6 million. This represents flat growth of 97.24 cents 
per share.

Rental income decreased by 3.1% mainly due to disposals, with like-for-like income growth of 5.2%. The gross cost to income ratio 
and net cost to income ratio decreased to 26.5% and 12.1% respectively, due primarily to municipal adjustments and credits received.  
Net operating profit, benefiting from higher tenant reinstatement income and stricter cost management, increased by 2%. 

Net property income decreased marginally by 0.3%, with like-for-like income growth of 5.2%. The gross cost to income ratio and net 
cost to income ratio decreased respectively to 26.5% and 12.1%, primarily due to municipal adjustments and credits received. 

The independent valuation of the underlying property portfolio yielded a 2.3% growth in fair value to R11.5 billion, resulting in net 
asset value (“NAV”) per share increasing 1.5% to R10.06.

Finance costs increased by 2.5%, due to higher weighted average interest rate of 9.5% on facilities renewed together with increased 
debt structuring fees amortised. Interest income decreased by 27.5% due to loss of income on cash guarantee released upon disposal 
of the investment in Baystone Holdings. 

The share of profit from associate Grit Real Estate Income Group (“GRIT”) increased to R44.0 million, resulting  in a full year US dollar 
translated dividend of R35.7 million being received. Delta’s 11.5% shareholding in GRIT was impaired by R21.9 million, as the carrying 
value of the investment exceeded the fair market value at 28 February 2018. 

Property portfolio
Delta’s R11.5 billion portfolio comprises 105 properties (total GLA of 952 428m2), which includes assets held-for-sale of 11 properties 
(total GLA of 90 131m2) with a value of R972.6 million. Delta did not embark on any acquisitions during the current year, but rather 
focused inwardly on reducing vacancies and renewing leases on previously acquired assets. Delta disposed of seven properties for a total 
consideration of R316 million (total GLA of 35 403m2) and have binding sale agreements for four properties (total GLA of 31 035m2) with 
a fair value of R328.5 million as at year end. 
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Letting and vacancies
The lease expiry profile of the portfolio at 28 February 2018 was as follows:

Segment Vacant Monthly
February

2019
February 

2020
February 

2021
February 

2022
February

2023

Beyond 
28 February 

2023

Office sovereign 7.2% 20.2% 31.4% 11.8% 19.8% 6.3% 0.7% 2.5%

Office other 23.0% 10.2% 25.1% 14.8% 17.5% 3.5% 3.9% 2.0%

Retail 3.1% 0.8% 13.4% 14.4% 3.2% 8.3% 0.0% 56.7%

Industrial 19.0% 14.2% 27.8% 0.0% 39.1% 0.0% 0.0% 0.0%

Vacancies increased to 11.8% (total GLA of 112 225m2), mainly due to challenges in the Free State provincial portfolio and the Eskom 
Sunninghill portfolio. The weighted average in-force escalation at year end is 6.0% with a weighted average rental of R110.58/m2. Lease 
renewals of 93 144m2 and new leases of 53 774m2 were concluded during the year. 

Delta concluded successful meetings with the National Department of Public Works (“DPW”) negotiating team on proposed terms and 
rental, resulting in the approval of 59 leases with a total GLA of 227 550m2 progressing to stage 2 and stage 3 of the finalisation process 
for renewal. The DPW is currently engaging user departments to confirm budgets and tenant requirements for their approval (stage 2)  
before the National Bid Adjudication Committee (“NBAC”) finalises (stage 3) and recommends the signing of the leases, expected to be 
finalised by 31 December 2018.

The cabinet reshuffle has brought back to Public Works Minister, Thulas Nxesi, who was instrumental in the DPW and Property 
Management Trading Entity (“PMTE”) formation, and conceptualising the mandate concerning the leasing environment. We firmly 
believe that the Minister together with DPW’s current management team will be in a position to finalise the lease renewals and move 
PMTE forward. 

Funding
LTV improved to 41.3% (2017: 41.5%), benefiting from the upward fair value adjustment to investment property but negatively impacted 
by the reduction in the market value of our investment in GRIT to R381.9 million (2017: R429.6 million).    

Bank facilities totalling R941 million were refinanced at a blended margin of 2.6% above the three-month Jibar reference rate, and a 
R125 million commercial paper was settled during the year.

The weighted average all-in cost of funding is 9.2% (2017: 9.2%), with 85.4% (2017: 84.1%) of borrowings being fixed through a 
combination of swap contracts and fixed rate loans for an average period of 1.5 years (2017: 2.2 years). The average debt facility expiry 
period is 1.5 years (2017: 1.9 years) with the interest cover ratio at 2.4 (2017: 2.5). The debt expiry period is directly correlated to the 
lease term, hence the intention is to term out the debt expiry profile once the bulk lease renewals are implemented.

We expect the disposal of assets held-for-sale and conclusion of the bulk lease renewal during the 2019 financial year to have a 
significant positive impact on the gearing of the Fund.

Prospects
Delta continues to focus on property fundamentals by renewing leases, reducing vacancies, refinancing debt at market-related rates 
and investing in both defensive and accretive capital in its property portfolio. This consolidated effort will translate into a healthier 
balance sheet with opportunities for growth. Efforts to recapitalise the business are underway and the proposed transaction with 
the empowerment consortium, once successfully concluded, will inject capital into the business and achieve significant direct black 
ownership of Delta.

The Board anticipates earnings to decrease by between 2% and 4% for the 2019 financial year primarily due to once-off lease 
adjustments being traded off for longer-term leases (DPW bulk lease renewal), disposal of assets held-for-sale and issue of shares for 
acquisition of the Free State portfolio. The Group’s independent auditors have not reviewed nor reported on this forecast. 

Short form announcement
This announcement is a condensed version of the full announcement in respect of the financial results announcement for the year ended 
28 February 2018 and as such it does not contain full or complete details pertaining to the Group’s results. Any investment decisions 
should be made based on the full announcement. The full announcement has been published on the JSE News Service (SENS) and can 
be found on the Group’s website (www.deltafund.co.za). This condensed announcement is the responsibility of the Board of Directors of 
Delta and has been approved by the Board of Directors. The full announcement is available for inspection at the registered office, during 
business hours, at no charge and any requests to the Company Secretary for copies will be dealt with by referring the requester to the 
appropriate link on the Company’s public website under the Investor Relations tab.
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Reviewed provisional condensed consolidated results for the year ended 28 February 2018

 Full year distribution of 

 97.24 cents
 per share

 Third consecutive year 
reduction in gearing to

 41.3%

 Successfully refinanced 

 R941 million
 in debt

 Renewed and concluded 

 146 918m2 
 of leases

 Concluded stage 1 for 

 227 550m2 
 bulk lease renewal

 Maintained level 2
 B-BBEE rating 

with new sector code


