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Company

OVERVIEW

Delta is a JSE main board listed specialist Property Fund
Its primary focus is on the long-term investment in quality, rental generating properties
in strategic nodes attractive to national government and other empowerment sensitive
tenants. The Fund is a level 2 B-BBEE contributor and black managed, qualifying for longterm government leases in terms of the DPW’s incubator programme.
A springboard for Delta’s success has been its ability to identify, acquire and convert
strategic assets to A- and B-grade status to tenant specification, enabling the Fund to
become a landlord of choice in its chosen nodes.
Delta believes that the defensive attributes of the sovereign underpin to its portfolio will
provide a beachhead for its targeted double digit growth in the medium term, especially
in the expected domestic low-growth economic environment.

passionate
LEADERSHIP

About this Integrated Report

Forward-looking statements

This Integrated Report is Delta Property Fund’s second report as a listed company
and is targeted at Delta’s unitholders, potential investors and the Group’s other
stakeholders. It covers the operational activities and financial performance
of the Group, its Subsidiaries and entire property portfolio for the period
01 March 2013 to 28 February 2014.

This Integrated Report contains certain forward-looking statements relating
to the financial performance and position of the Group. All forward-looking
statements are solely based on the views and considerations of the directors.

This fully Integrated Report illustrates Delta’s commitment to Corporate
Governance and King III compliance. Where possible areas of integrated reporting
have been covered, explained and linked in this Integrated Report, including issues
of sustainability, strategy, performance, risk and mitigation. This Integrated Report
has been prepared to assist the Group’s stakeholders to make an informed
assessment of the Group and its ability to create and sustain value over the short,
medium and long term.
The financial reporting contained in this Integrated Report complies with
International Financial Reporting Standards (IFRS), as applied to the annual
financial statements. The principles of King III relating to integrated reporting
have also been applied, as well as the provisions of the Companies Act of
South Africa.
The Board of Delta acknowledges its responsibility to ensure the integrity of this
Integrated Report and have collectively assessed the content of this Integrated
Report, and believe it addresses the material issues, and is a fair representation
of the integrated performance of Delta Property Fund. The Board has therefore
approved this Integrated Report 2014 to the Group’s stakeholders.
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While these forward-looking statements represent the directors’ judgements
and future expectations, a number of risks, uncertainties and other important
factors could cause actual developments and results to differ materially from
their expectations. Factors that could cause actual results to differ materially
from those in forward-looking statements include, but are not limited to,
global and local market and economic conditions, industry factors as well as
regulatory factors.
Delta is not under any obligation to (and expressly disclaim any such obligation
to) update or alter its forward-looking statements, whether as a result of new
information, future events or otherwise.
This forward-looking information has not been reviewed or reported on by the
external auditors.

Salient

FEATURES

▶ Black Managed REIT with effect from 01 March 2014
▶ Level 2 B-BBEE Property Charter Rating
▶ FTSE/JSE SA Listed property index (J253)

Distribution of

72.69c
per linked unit ahead of
guidance of 72.50 cents

Occupancy
rate

95.4%
Property portfolio consists
of 77 properties with a
total GLA of 621 442m²

Successful debt
capital raise

R552m
Average rate of 6.68%

Leases renewed for
2

156 263m
Comprises 93% office
space and a 7% retail
component

Market
capitalisation

R3.4bn
Successful rights issue
in the year

DELTA PROPERTY FUND
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History and

MILESTONES

2014

2012
2013
On 02 November 2012
Delta listed on the
JSE Main Board and
raised R980 million equity
in an oversubscribed
placement.

Property portfolio
valued at

R7bn

On 28 February 2013, Delta
released its maiden results.
Delta’s ability to provide quality
office accommodation as a
landlord to the DPW and
SARS over the past five years
has enabled the Company to
successfully grow its property
investments to a portfolio
that is valued at R2.1 billion
(28 February 2013).

integrity

IN BUSINESS
4

YEAR END

Post

2014

1. R1 billion rights issue
2. Established R2 billion DCM programme
3. Increased portfolio to 77 properties
4. Achieved a Level 2 BBBEE rating
5. Acquisition of Ascension AIA and AIB Linked units
6. Converted to a REIT

Delta International
Acquisition pipeline
Internalised property management

DELTA PROPERTY FUND Integrated
Report
2828
February
2014
Integrated
Report
February
2014
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Asset

MANAGEMENT
Objective
It is fundamental to Delta’s investment strategy of
securing long-term leases with government tenants,
that Delta be managed by a reputable asset manager
which is 100% black owned and controlled.
For the purpose of achieving this objective the asset management of Delta
is undertaken by MPI Property Asset Management whose management
collectively has over seventy-five years of property experience, and has been
instrumental in establishing the property portfolio and positioning Delta as a
landlord to government, SARS and parastatals.

long-standing
relationships with government,

Management of

Asset
management
Key management of the
asset manager have,
directly or indirectly, also
a vested interest in Delta
in terms of the Linked
units held by them, which
ensures that their interests
are aligned with those of
other linked unitholders.

SARS and parastatals
Ensuring attractive forward yields with
significant potential for future growth
and underlying lease escalations in excess
of 8% of the Fund
Ensuring the sustainability of the quality
office property portfolio underpinned
by long-term leases, low vacancies and
strong anchor tenants
Competent, experienced and dynamic
management team with a 15-year track

record

Significant B-BBEE shareholding and

100% Level 1 B-BBEE
asset management company
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Definitions
A-grade

Generally not older than fifteen years or which has had a major renovation; high quality
modern finishes; air-conditioning; adequate on-site parking, market rental near the top
of the range in the metropolitan area in which the building is located

AGM

Annual General Meeting

Ascension

Ascension Properties Limited (Registration Number 2006/026141/06), a public
company registered and incorporated in South Africa

Atterbury Parkdev

Atterbury Parkdev Consortium Proprietary Limited (Registration Number
2003/020481/07), a private company incorporated in South Africa and a whollyowned subsidiary of Delta

B-grade

Generally older buildings, but accommodation and finishes close to modern standards
as a result of refurbishments and renovation from time to time, air-conditioned; on-site
parking, unless special circumstance pertain

BDO

BDO South Africa Incorporated (Registration number 1995/002310/21), a private
company incorporated in South Africa

BEE

Black economic empowerment as contemplated in the BEE Act

BEE Act

The BEE Act, No. 53 of 2003, as amended from time to time

Board

Board of directors

CBD

Central business district

C-grade

Buildings with older style finishes, services and building systems. It may or may not be
air-conditioned or have on-site parking

CEO

Chief Executive Officer

CFO

Chief Financial Officer

CGT

Capital Gains Tax

Choice Decisions 300

Choice Decisions 300 Proprietary Limited (Registration number 2001/009295/07),
a private company incorporated in South Africa and a wholly-owned subsidiary of Delta

CIPC

Companies and Intellectual Property Commission

Companies Act

The Companies Act No. 71 of 2008, as amended

Computershare

Computershare Investor Services Proprietary Limited

COO

Chief Operating Officer

DCM

Debt Capital Markets

Debenture

A variable rate, unsecured, subordinated debenture with a nominal value of R1.15,
regulated by the debenture trust deed

Delta or the Company or the Fund

Delta Property Fund Limited (Registration number 2002/005129/06), a public
company registered and incorporated in South Africa, formerly a private company
incorporated under the name Tuffsan 89 Investment Holdings Proprietary Limited

Delta Group or Group

Delta and its Subsidiaries

Delta International

Delta International Property Holdings Limited (previously known as Osiris Properties
International Limited) (Registration number 46566) incorporated in Bermuda

DMTN programme

Domestic Medium Term Note programme

DPW

The National Department of Public Works

Enterprise value

The sum of the Company’s market capitalisation, based on the one-month volume
weighted average price, and borrowings, being the aggregate of the Company’s
borrowings, excluding the value of any debentures forming part of any Linked units
issued by the Company

Executive

CEO, CFO and COO

Gearing

Loans from financial institutions

GLA

Gross lettable area

Grant Thornton

Grant Thornton Advisory Services Proprietary Limited (Registration number
2002/022635/07)

Grindrod
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Grindrod Bank Limited (Registration number 1994/007994/06), a limited liability
public company duly incorporated in South Africa

Hendisa Investments

Hendisa Investments Proprietary Limited (Registration Number 2004/006456/07),
a private company incorporated in South Africa and a wholly-owned subsidiary of Delta

Hestitrix

Hestitrix Proprietary Limited (Registration number 2010/0015274/07), a private
company incorporated in South Africa and a wholly-owned subsidiary of Delta

IFRS

International Financial Reporting Standards

IPD

Investment Property Databank

IT

Information Technology

ITA

Income Tax Act No 58 of 1962, as amended from time to time

Jibar

Johannesburg Interbank Agreed Rate

JSE

JSE Limited (Registration number 2005/022939/06), a public company registered
and incorporated in South Africa, licensed as an exchange under the Securities
Services Act

K2014000273

K2014000273 Proprietary Limited (Registration Number 2014/000273/07),
a private company incorporated in South Africa and a wholly-owned subsidiary of Delta

King III

King Report on Governance for South Africa 2009 and the King Code of Governance
Principles

Linked units or Delta Linked units

Ordinary shares linked to debentures in the ratio of one ordinary share to one
debenture, trading as Linked units on the JSE

Linked unitholders

The holders of Linked units

Listing date

02 November 2012

m or sqm

Square metres

Mesidox

Mesidox Proprietary Limited (Registration Number 2010/001440/07), a private
company incorporated in South Africa

Motseng Property Services or MPS

Motseng Property Services Proprietary Limited (Registration number
2001/007004/07), a private company incorporated in South Africa and a whollyowned subsidiary of Motseng, who has been appointed as the property manager
to Delta

MOI

MemoRandum of Incorporation

MPI Property Asset Management or
MPI PAM or the asset manager

MPI Property Asset Management Proprietary Limited (Registration number
2012/084027/07), a private company incorporated in South Africa and the asset
manager to Delta

Nedbank Capital or Sponsor

Nedbank Capital, a division of Nedbank Limited (Registration number
1951/000009/06), a public company registered and incorporated in South Africa
and the bookrunner, investment bank and sponsor to Delta

Nedbank Corporate

A division of Nedbank Limited (Registration number 1951/000009/06), a public
company registered and incorporated in South Africa

Ordinary share

An ordinary no par value share in the share capital of Delta

Phamog Properties

Phamog Properties Proprietary Limited (Registration Number 2013/103000/07),
a private company incorporated in South Africa and a wholly-owned subsidiary of Delta

PLSA

Property Loan Stock Association

Rand or R

South African Rand

Rebosis

Rebosis Property Fund Limited (Registration Number 2010/003468/06), a public
company registered and incorporated in South Africa

REIT

Real Estate Investment Trust

SAICA

the South African Institute of Chartered Accountants

Sanlam

Sanlam Limited (Registration number 1959/001562/06), a public company
registered and incorporated in South Africa

SAPOA

South African Property Owners Association

SARS

The South African Revenue Service

SENS

the JSE’s real-time Stock Exchange News Service

Standard Bank

A division of The Standard Bank of South Africa Limited (Registration number
1962/000738/06), a public company registered and incorporated in South Africa

Subsidiaries

Comprises the following companies: Atterbury Parkdev, Choice Decisions 300, Hendisa
Investments, Hestitrix, K2014000273 and Phamog

TI

Tenant installations
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Leadership
and Governance
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Chairperson’s

REPORT
As a specialist fund, our primary focus
is the long-term investment in quality,
rental generating properties in nodes
attractive to national government and
other empowerment sensitive tenants.
Yield accretive acquisitions, together
with prudent operational cost control
and noteworthy efforts to manage
the cost of capital, resulted in Delta
reporting a total distribution for the
year of 72.69 cents per linked unit,
slightly ahead of forecast.

Portfolio value

Acquisitions of R4.5 billion

JB Magwaza
Chairman
26 August 2014
12

This is my second report as Chairman
of Delta and the first that reflects
a full year of operations following
our successful listing on the JSE
on 02 November 2012.
Despite some significant shifts in market
dynamics during the year under review,
Delta continued to deliver exceptionally
on its high-growth mandate from
linked unitholders.
As at year end, the portfolio was
valued at R7.0 billion, consisting of
77 properties with a total GLA of
621 442 m2. Kudos to our Executive
team and investment committee who
successfully negotiated R4.5 billion worth
of yield enhancing acquisitions during the
reporting year.
This would, however, not have been
possible without the strong interest and
involvement from our linked unitholders,
who actively supported our growth
strategy during the review period.
The yield accretive acquisitions, together
with prudent operational cost control and
noteworthy efforts to manage the cost of
capital, resulted in Delta reporting a total
distribution for the year of 72.69 cents
per Linked unit, ahead of the guidance
provided to the market.

Delivering on high-growth
mandate
As a specialist Fund, our primary focus
is the long-term investment in quality,
rental generating properties in nodes
attractive to the national government and
other empowerment sensitive tenants.
We leverage our ability to purchase
strategic C-grade and D-grade properties
at favourable yields and convert them to
A-grade or B-grade, creating arbitrage
and allowing us to secure longterm leases.
At year end, 64.0% of Delta’s revenue
was from government tenanted
commercial office leases. Government
tenanted leases commensurately
comprised 56.3% of our GLA.
Our intention from the outset was to
grow the Fund to at least R7 billion
by 2017 – a target we overshot by
some margin. Of course as a Board we
often debate our growth strategy and
benchmark the sustainability thereof
against a number of considerations.

DELTA PROPERTY FUND

As this rapid growth is sometimes
questioned, I would like to provide some
context around the management of
Delta’s high growth:
Because of our strategic focus, most of
our assets are single tenanted, making
the administrative process much more
streamlined on the one hand, and
allows for the effective management of
vacancies on the other.
Despite our R7.0 billion portfolio, total
assets comprise of only 77 properties,
allowing for a relatively more handson involvement from the management
team. In addition, we employ external
property managers who are specialists
in their regions and manage our portfolio
with excellence.
The acquisitions during the year under
review allowed us to bulk up in regions
where there is an existing asset
management and property management
representation. I am happy to report
that Delta is now represented across all
nine provinces in South Africa, with the
portfolio expanding into Mpumalanga.
This specific portfolio offers some
redevelopment opportunities which could
lead to further value extraction.

Challenges
A more pressing priority for us as a
Board is continued access to funding and
the management of associated costs. In
my previous report I elaborated on the
diversification of our debt facilities. We
further expanded on these efforts during
the review period, with the successful
introduction of a domestic medium term
note programme on the back of a strong
rating of BBB+(ZA) and A2(ZA) by Global
Credit Ratings.
This investment grade rating was
accorded as a result of Delta’s
“high quality and long-dated leases
with government departments and
parastatals” and allows us better access
to cheaper funding sources.
Low GDP growth forecast combined
with an upward pressure on the interest
rate cycle, and the increase in cost of
property occupation, such as municipal
charges and electricity will continue to
impact the office sector.

LEADERSHIP

Introduction

To mitigate the risk of higher interest
rates management has, post year end,
increased the level of fixed rate debt.
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Chairperson’s REPORT (continued)

The total fixed debt portion post year
end amounts to 70.0% (up from 31.7%
during the year under review) and we
will continue to pursue attractive funding
rates through both the debt capital
markets and vanilla debt.
These exogenous factors place Delta
in a favourable position due to its
defensive portfolio. Despite this, negative
perceptions around government leases
still prevail, although less so.
Dealing with government-related tenants
can be difficult, but our customised
systems and procedures, coupled with
a strong emphasis on good tenant
relations allow us to effectively deal with
rental collections. Our ability to negotiate
through a protracted period and the
tracking of payments have been key to
Delta’s ability to sign longer leases.

Macro-economic overview
At the time of writing, the World Bank
and some international rating agencies
have revised downward the 2014 growth
outlook for South Africa, adding more
woes to the economy.
The multinational lender now forecasts
a 2.0% growth of the economy this
year as a result of tight monetary
policy combined with labour strikes
and deficient electricity supply. This is
down from the projection of 2.7% for
2014 the Bank made in April this year.
Growth for 2015 is estimated at 3.0%
and 3.5% in 2016.
From a domestic listed property market
perspective, the year under review is a
tale of two stories. The first quarter
(to May) saw the market continuing
the prior year exuberance, fuelled by
excessive demand and relatively low
funding rates. The handbrake on this
three-year run was abruptly pulled on
20 May 2013 as the market finally
succumbed to rising bond yields, a
substantially weaker Rand and some
large capital raisings in the market.

The real estate market
Not surprising, following the number
of property listings throughout 2012
and 2013, the sector has now entered
a consolidation phase, as evidenced
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by a number of companies subject to
merger negotiations.
Larger companies are buying up smaller,
higher yield counters by issuing paper,
making the acquisition yield accretive.
Although bond yields are expected to
impact price over the short term, longterm returns will mainly be as a result of
expected growth.

The office sector
The office sector generally lags
performance against the retail and
industrial sector by some margin, both
in income and capital return. This is
projected to continue in the medium
term. Strong recent distribution growth
will likely taper as a result of higher
funding costs although longer term
growth across the sector is expected.
But to paraphrase one investment
house, a lot remains to be said for
companies that have a solid investment
case outside of corporate action. We are
confident that Delta’s defensive portfolio
and strong fundamentals will increasingly
underscore its investment case.

Regulatory environment

Our approach going forward will focus
on strategic partnerships where a
collaboration on skills and capacity will
unlock better value. I am confident that
this approach will further deepen the
resources and know-how of the team to
identify and seize opportunities.
Some of these opportunities are driven
by the socio-economic dynamics in
South Africa, such as the transportation
infrastructure development (especially
the Bus Rapid Transport system) and the
unique opportunities these offer for inner
city growth.

Governance and the Board
The Board continuously reviews,
monitors and modifies its risk and
governance policies and procedures
to ensure the sustainability framework
is adapted to current and expected
operating conditions. The independent
non-executive directors play a very
important role in formulating Delta’s
blueprint for sustainability and
accountability. We are pleased that
Ms Nooraya Khan will continue in her
role as Lead Independent Non-executive
Director.

As from April 2013, listed property
companies were able to convert to a
REIT. On completion of the conversion
South Africa will boast the 8th largest
REIT market internationally, which will
likely attract additional offshore interest.

Transformation –
B-BBEE update

Delta applied and was approved for a
REIT conversion on 05 August 2013,
which took effect on 01 March 2014.

Delta maintained its rating as
a Level 2 contributor to the Property
Charter’s B-BBEE rating. Our asset
management company, MPI PAM Limited
is a black owned and managed entity and
improved from a Level 3 contributor to a
Level 1 contributor.

Investment strategy
Property executives are consummate
dealmakers, but we are very cognisant
of the possibility of overpaying for assets
and manage the risk tightly. In the past
we have walked away from transactions
that do not make economic sense.
In the current environment, property
investors need to pay special attention to
the sector they invest in and they need to
be especially selective about the specific
node they are in. The focus should be on
the business of property, such as rental
management, management of operating
costs of each individual business, etc.

More information on our strategy to
support transformation can be found
in the Sustainability section of this
Integrated Report.

Proposed merger
On 25 February 2014 the Boards of
Delta, Rebosis and Ascension announced
on SENS that they are exploring a
tripartite merger. Subsequent to that
announcement, on 24 June 2014, Delta
and Rebosis jointly announced that the
merger was shelved for the time being.

We are satisfied that a fair conclusion
has been reached on the Ascension
transaction. The settlement of the
Ascension transaction sooner rather
than later is in all stakeholders’ interest
and we fully support the Ascension
transaction. Subsequently Delta disposed
of its entire holding in Ascension to
Rebosis for the cash consideration of
R4,76 per AIA unit and R2,61 per
AIB unit, being the 30 day volume
weighted average price per unit taken
prior to signature of the Sale Agreement.
The aggressive cash consideration of
R349 million will be used to reduce
Delta’s Gearing further.
Where it makes strategic sense,
Delta will collaborate with Rebosis
in future, especially on Governmentrelated dynamics.
Notwithstanding the successful
conclusion of the transaction, Delta is
considering its legal position with regards
to the original agreement entered into
with Mr Shaun Rai and will update linked
unitholders in due course.

DELTA PROPERTY FUND

Outlook
We are now fully focused on leveraging
value enhancing opportunities, including
our investment in Delta International. Our
significant stake in Delta International will
provide us with unique exposure to retail
and office sector growth on the African
continent, providing diversification and a
Rand hedge.
Delta International will be the JSE’s first
property company with an Africa focus
with a unique exposure to Morocco
and Mozambique.

Appreciation
The strong support and involvement
from our linked unitholders throughout
the year has been very encouraging.
Their participation has resulted in Delta’s
remarkable growth and ability to deliver
on its strategic objectives. For this the
Board thanks you.
I would also like to sincerely thank my
fellow Board members for their ongoing
support and counsel. A special thank
you to Karl Schmidt who is retiring from
the Board and who chaired both the
Audit, Risk and Compliance Committee
and the Nomination and Remuneration
Committee. Finally, the contribution and
dedication of Sandile Nomvete, Bronwyn
Corbett and their respective teams in
driving Delta’s strategy deserve a special
word of thanks. Your enthusiasm and
passion does not go unnoticed.

Integrated Report 28 February 2014
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Although the rational for the merger
was never in question, the timing of the
merger was inopportune. One should
bear in mind that this was a “forced
marriage” from the outset, which didn’t
have the benefit of time to consummate.
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Chief Executive Officer’s
REPORT

A springboard for our success has
been the ability to identify and acquire
strategic, large government tenanted
assets. The average value per
property in our portfolio is just under
R91 million.
Government and other empowerment
sensitive tenants are particular with
regards to the nodes they are located
in, as well as what they require from
a single tenanted building. We believe
that the defensive attributes of this
sovereign underpin will provide a
beachhead to sustain distribution
growth, especially in the expected lowgrowth economic environment.

Distribution

Occupancy rate

72.69c

95.4%

Sandile Nomvete
CEO (Executive Director)
26 August 2014
16

This was truly an exciting year with
numerous milestones exceeded and
challenging learning curves conquered.
Throughout the financial year we
steadily acquired and bedded down
strategic assets in nodes attractive
to government, bulking our Fund with
R4.5 billion in yield enhancing assets.
Our efforts to establish a separate Fund
with an exclusive Africa (excluding South
Africa) focus was gaining considerable
traction, with the launch and listing
earmarked for the first half of our 2015
financial year.
During the reporting period, we
diversified across all of the country’s nine
provinces, successfully accessed the
debt capital market and enjoyed strong
support from our linked unitholders
throughout various capital raisings, most
of which were oversubscribed.
The next step in Delta’s evolution was
the acquisition and consolidation of
Ascension, which had the potential to
accelerate Delta’s growth to a mid-size
market player and entrench itself within
its strategic sector niche.
Acquiring a strategic stake in Ascension
as well as the management company
would be the first phase. Towards the
end of the reporting period, negotiations
concluding these acquisitions were being
wrapped up with legal, binding contracts
and letters of support in place.
It was therefore with considerable shock
and disbelief that we took notice of the
SENS announcement on 03 February
2014 announcing a similar transaction
with a market competitor. As the events
unfolded, it became clear that Delta and
Rebosis had been misled.
There is a Kenyan saying that when
elephants fight, it is the grass that
suffers. Both the Boards of Delta and
Rebosis were keenly aware of the
precarious situation as we discussed
strategies that would best serve
all stakeholders. A protracted legal
battle would be the last resort and
all efforts were made to find some
common ground.
At the same time, we had the launch of
Delta International as well as a number
of other strategic initiatives coming to
maturity in the back of our minds.

DELTA PROPERTY FUND

On 25 February 2014 discussion
between our Board and those of Rebosis
and Ascension progressed to a stage
where we could announce a co-operating
agreement to explore a tripartite merger
of the companies.
We completed the due diligences and
were satisfied with the outcome. The
timing of the merger was however
becoming increasingly critical, as – from
a Delta perspective – other strategic
opportunities became pressing. At the
same time the Ascension transaction
needed to be concluded as quickly
as possible.
After due deliberation, the Boards
of Delta and Rebosis decided that a
proposed merger at this point in time
would be inopportune and would not
serve the best interest of all of our
stakeholders. The Boards agreed that
Delta would support Rebosis’ acquisition
of Ascension and its management
company. In addition, in terms of the
agreement Delta disposed of its entire
holding in Ascension for the cash
consideration of R349 million. The cash
received will be used to further reduce
our Gearing.
Delta and Rebosis will continue to
collaborate where it makes strategic
sense. Once it is clearly in shareholders’
interest, merger negotiations could be
reinitiated.
The successful conclusion of the
transaction will now afford us more time
to focus on the management of our
business, especially our international
aspirations.

Investment considerations
A springboard for our success has
been the ability to identify and secure
strategic, large government tenanted
assets. The average value per property
in our portfolio is just under R91 million.
But why do we focus on this specific
niche?
Large assets are easier to manage
These large, single tenanted assets
are generally located in strategic nodes
across the country and fewer are coming
to market. We believe that a limited
window of opportunity existed during
which we could bulk up with quality
assets to obtain critical mass. As with
any innovation, the advantage only lasts
that long and during the reporting year
we increasingly faced steep competition,

Integrated Report 28 February 2014
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Chief Executive Officer’s REPORT (continued)

especially in the past environment where
funding was cheap and demand high.
This meant that we had to be
exceptionally careful with due diligences
and negotiations in order to settle on
what we believe was market value for the
assets we acquired.
Because of the relatively long leases
negotiated and because of the single
tenant status, these assets are generally
easier to manage. This allows us to
maintain high service levels and capital
expenditure programmes can be properly
planned and executed, resulting in lower
than average cost-to-income ratios.
Single tenanted assets in strategic
nodes are not fungible
Large assets are defensive and cannot
be replaced, especially in nodes
attractive to government. Government
and other empowerment sensitive
tenants are particular with regards to
the nodes they are located in as well as
what they require from a single tenanted
building.
Changes in socio-economic dynamics
as a result of transport upgrades,
accommodation and a general revival of
the central business districts in especially
Durban, Pretoria and Johannesburg
create unique opportunities to extract
value.
For this reason we pay particular
attention to the node in which a
particular asset is located, before
analysing and considering the
asset itself.
Sovereign underpin
64.0% of our portfolio revenue is derived
from government, who occupy 56.3%
of Delta’s GLA. We believe that the
defensive attributes of this sovereign
underpin will provide a beachhead to
sustained distribution growth especially
in the expected low-growth economic
environment.
Arbitrage opportunities
Part of our core competencies are to
acquire C- and D- grade assets and
refurbishing these to A- and B-grade
standards. This strategy allow us to
attract blue chip tenants as well as
renegotiate upwards on lease renewals.
Delta’s refurbishment strategy not only
supports our corporate social objectives
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but also significantly reduce operating
costs. The replacement project at The
Forum – reported on in more detail
along with other refurbishments in
the operational review – included the
replacement of incandescent lamps at
a cost of R2.4 million. The expected
savings from this project, however, is
in the region of R1 million per annum.
A number of similar energy efficient
initiatives are underway across the
portfolio.

Lease renewals
During the year under review, leases
in respect of 156 263 m2 (25.15%
of the portfolio) were renewed. The
weighted average escalation rate across
the portfolio was 8.0% at 28 February
2014.
Delta benchmarks its lease contracts
against the market average as contained
in the Rode Report on the South African
Property Market as well as IPD. In some
instances, the lack of appropriate stock
in smaller nodes result in landlords
negotiating a premium to the market
average on leases signed for these
assets. In these instances, Delta use a
top-slice method when valuing a specific
property.

Vacancies
Vacancies in the Delta portfolio at
28 February 2014 increased marginally
to 4.6% of GLA compared to 4.4% at
28 February 2013 due to the increased
portfolio size. We are very proud of our
exceptionally low vacancy rate, which is
mainly as a result of our single tenant
focus and long lease terms.

Financial results
Our sustained efforts throughout
the year culminated in a total annual
distribution of 72.69 cents per linked
unit, which was above the guideline
provided in the Pre-Listing Statement.
The total investment property value
grew to R7,0 billion from R2.12 billion
in 2013.

Gearing and debt
The growth of the portfolio during the
reporting period was partially funded
through an increase in Gearing. As
management we have committed to a
45.0% Gearing during an aggressive
acquisition period. We closed the year

Comments by the Reserve Bank
Governor that the South African economy
is facing “enormous headwinds” provides
further impetus to an expected cycle of
interest rate increases. In anticipation of
this, we increased the level of fixed rate
debt post year end.
Interest rates in respect of 31.7% of
borrowings at 28 February 2014 had
been fixed for a weighted average period
of three years. Subsequent to year end
we entered into contracts to fix a further
R744.1 million of debt between three
and five years at a weighted average all
in rate of 9.47% increasing the total
fixed debt portion to 70.0%.
The weighted average interest rate of
all borrowings was 7.5% per annum
at 28 February 2014 with unutilised
banking facilities of R144.4 million.
During the year under review Delta
issued R190 million in commercial
paper and R362 million in secured
notes under its unsecured domestic
medium term note programme and we
will continue to pursue attractive funding
rates through both debt capital markets
and vanilla debt.

International strategy
The launch of Delta International is
indicative of the skill set and experience
within the Group. We are very excited
about the launch of Delta International,
which will be the first outright Africa
property listing on the JSE offering a
dollar denominated Rand hedge.

Going forward
We listed in November 2012 with a
mandate to grow the Fund by 30.0%
per year for five consecutive years.
Prudent management and focus allowed
us to achieve double digit growth versus
the sector.
Our exceptionally low vacancy rate, long
lease terms and contractual escalation
rates illustrates the importance of the
sovereign underpin to our portfolio. To
continue delivering on this mandate,
Delta will focus on strategic partnerships
going forward. Our acquisitions will
include not only brick and mortar assets
but skills and capacity too.
I strongly believe this will add to our
current depth of skills, allowing us
to continue doing what we’re good
at – creating stakeholder value in a
specialised niche.

Thanks
The Ascension transaction was an
interesting learning curve for a relatively
new Fund to go through. I would like to
thank the Board and my fellow executive
committee members for their pragmatic
approach, tenacity and focus in coming
to a conclusion swiftly and amicably.
A word of sincere thanks goes to each
member of our extended team for
delivering on Delta’s phenomenal growth
during the past year. These are the
successes that provide us with resolve to
take on and conquer future challenges.

Our significant interest in the Group
and management support will provide
an additional revenue stream to the
portfolio, further diversifying the Fund.
We wish the Delta International team all
the best with this venture.

DELTA PROPERTY FUND
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on a Gearing level of 47.5% and our
objective is to reduce Gearing further.
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Chief Financial Officer’s
REPORT

Delta achieved an annual distribution
ahead of guidance for its first full
12 months of trading as a listed
entity. The Fund intends to carry on
optimising its trading platform to
continue growing distribution above
10% per annum and managing funding
to ensure mitigation of anticipated
further interest rate increases.

Weighted
average
interest rate

Average
corporate
bond rate

Fixed
post year
end

7.5% 6.7% 70.0%

Bronwyn Corbett
CFO (Executive Director)
26 August 2014
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Financial overview

Distribution per Linked unit
Cost to income ratio

28 February
2014

28 February
2013

72.69c

23.69c

*25.5%

23.6%

47.5%

40.9%

Gearing level
Weighted average interest rate
Fixed vs floating

#

Average debt fixed period (years)
Fixed rate debt maturity % (2, 3, 4 and 5 years)
Net asset value per Linked unit (excluding deferred tax)
Average rental/sqm
Average escalation

7.5%

8.9%

32:68

82:18

3.0

2.80

30:16:30:24

0:50:0:50

R8.87

R7.89

R90.47

R94.36

7.99%

8.41%

*Increase in number of properties operating at a higher CTI ratio
#
Post year end 70:30

Delta has declared a distribution of
40.18 cents per Linked unit for the
6 months ended 28 February 2014
which is a 23.6% increase on the
distribution for the 6 months ended
31 August 2013. A comparison to
the year ended 28 February 2013
is not meaningful as the prior year’s
results included the prelisted business
which was significantly restructured

upon listing. The total distribution of
72.69 cents for the year is ahead of
the guidance provided to the market.
Delta successfully concluded a debt
capital market programme that will allow
it to access R2 billion. At financial year
end, Delta held 77 properties (2013
– 20 properties) and has successfully
taken transfer of all new acquisitions.
The Fund continues to monitor operating

costs meticulously to reduce the overall
cost-to-income ratio and manages the
treasury aspect of the business very
closely to mitigate potential increases
in interest rates. The increase in the
portfolio to above R5 billion resulted in
asset management fees decreasing from
0.45% to 0.35% in terms of the sliding
scale agreement with MPI PAM.

Distributable earnings
R’000
Net property income
Rental income

28 February
2014

28 February
2013

442 689

89 314

594 209

116 867

(151 520)

Property operating expenses*
Administration expenses*
Net finance costs
Sundry income
Net pre-acquisition property income

(27 553)

(48 090)

(6 703)

(109 925)

(49 610)

12 300

10

–

6 452

1 048

Transaction costs
Retained profit not distributed

(2 935)

Taxation

(5 771)
289 316

Distributable income for the period

(395)
–
39 068

429 510 825 164 935 365

Number of Linked units in issue
Distribution per linked unit (cents)

72.69

23.69

Cost to income

25.5%

*23.6%

* February 2013 Restated

In arriving at distributable earnings
net profit has been adjusted for fair
value adjustments, deferred tax and
transaction costs on the rights issue
which were funded through the capital
raised. Distributable earnings include
R35.3 million of antecedent interest
relating to new Linked units issued during

DELTA PROPERTY FUND

the year. The earnings also include
a break fee receivable of R10 million
in relation to the current arbitration
in respect of the Ascension matter.
Legal costs of R1.4 million have been
accrued against the above matter.
The current year taxation charge relates
to non-deductible interest in respect

Integrated Report 28 February 2014

of new debt financing used to fund the
acquisition of equity in property holding
companies during the year. On the
conversion to a REIT in the new financial
year this interest will be deductible
thereby eliminating the taxation charge
and the impact on distributions for the
year ended February 2015.
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Chief Financial Officer’s REPORT (continued)
Property operating expenses and Administration expenses
Certain comparative figures have
been reclassified in the year. Property
management fees have been reclassified
from administration expenses to property
operating expenses.
Property operating expenses for the
full year have marginally increased
to 25.5% of contractual rental
income as compared with 23.4% at
31 August 2013 and 23.6% (restated)
at 28 February 2013.

The increase will be managed by
negotiating reduced operating costs
through economies of scale to be
achieved on the increased portfolio size.
The increase in administration expenses
from R15.8 million for the six months
ended 31 August 2013 to R48.1 million
at 28 February 2014 is in line with the
increase in the portfolio, taking into
consideration that the majority of new
acquisitions in the interim period took
place in the latter part of that period.

Finance costs
Delta’s average cost of debt at financial
year end was 7.5%. Post year end
this increased to 8.4% as a result of
the increase in overall fixed debt from
31.7% to 70.0%. The fixing of debt is
regarded as prudent in mitigating future
interest rate increases and the potential
impact on forecasted distributions. Delta
has not entered into any caps and has
used forward fixes and swaps as its
hedging strategy.

Segmental analysis
The segmental and geographical breakdown of property holding as at 28 February 2014.

GLA analysis:

SECTORAL
SPLIT

by GLA – tenant (percentage)

GEOGRAPHIC
PROFILE

by GLA (percentage)

Office government (56.3)
Office other (28.3)

Gauteng (45.4)

Industrial (8.5)

KwaZulu-Natal (25.8)

Retail (6.9)

Limpopo (6.9)
Northern Cape (6.3)
Western Cape (5.4)
Mpumalanga (4.8)
Eastern Cape (3.8)
Free State (1.2)
North West (0.4)

56.3%
Office government

22

45.4%
Gauteng

Investment property
GROUP
2014

2013

6 589 621

2 006 532

263 828

63 521

6 853 449

2 070 053

Net carrying value
Cost
Fair value surplus

Movement for the year
Investment property at the beginning of the year

2 070 053

362 404

Acquisitions

4 477 778

1 591 052

–

13 701

263 828

49 122

Fair value adjustment of investment property acquired from business combinations

–

14 399

Pre-acquisition property net income and expenses

–

Investment property acquired from business combinations
Fair value adjustments

Capital expenditure and tenant installations

(6 455)

41 790

45 830

6 853 449

2 070 053

6 853 449

2 070 053

112 281

49 059

6 965 730

2 119 112

Reconciliation to valuations
Investment property carrying amount
Straight line rental income accrual

As at 28 February 2014, the portfolio,
valued at R7.0 billion, consisted of
77 properties with a total GLA of
621 442 m2. In line with Delta’s strategy
of growing the portfolio with single

tenanted, quality and yield enhancing
asset, R4.5 billion worth of properties
were acquired during the year under
review. Independent external valuations
were performed on 56% of the portfolio

at year end. Management is confident of
the defensive nature of the portfolio and
will continue to apply active management
techniques to optimise both income and
capital growth.

Equity investments
Number of
units
28 February
2014

Net cost
R’000

Market value
28 February
2014
R’000

Ascension Properties Limited A Linked units

28 001 628

116 221

131 328

Ascension Properties Limited B Linked units

82 575 341

During the period under review Delta
acquired a 9.07% interest in Ascension
AIA units and a 21.94% interest in
Ascension AIB units.

This was a strategic acquisition in
relation to a possible takeover of
Ascension which subsequently resulted
in a co-operation agreement between
Delta and Rebosis. Post year end,

218 527

202 309

334 748

333 637

Delta disposed of its Ascension shares
to Rebosis and has allocated the cash
proceeds to outstanding debt facilities
with the highest cost of funding.

Capital management
Borrowings

Investment property
Investment in listed securities

Total borrowings
Gearing

28 February
2014

28 February
2013

6 965 730

2 119 112

333 637

–

7 299 367

2 119 112

3 464 398

866 442

47.5%

40.9%

Delta’s Gearing level at year end was 47.5% due to the number of acquisitions including the strategic acquisition of the Ascension
units. Management has committed to reduce the Gearing level in the new financial year.

DELTA PROPERTY FUND

Integrated Report 28 February 2014
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Chief Financial Officer’s REPORT (continued)

BUILDING GRADE

by GLA (percentage)
B-grade (79.1)
A-grade (20.9)

20.9%
A-grade

During the year Delta issued R190 million in commercial paper and R362 million in secured notes under its unsecured domestic
medium term note programme. The paper was issued during the financial year at an average of 6.68%.
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Operational

REPORT

It has been an exceptional 12 months for
Delta which has seen the Fund grow from
R2.1 billion (20 properties) to R7.0 billion
(77 properties).
Delta’s market capitalisation has also doubled
over the last 12 months from R1.4 billion to
R3.4 billion. Delta has acquired quality assets
that have enhanced the yield of the Fund.
Delta is a proud constituent of the FTSE.
JSE SA Listed Property Index (J253).

Portfolio
occupancy of

Leases renewed –

95.4% 25%

of portfolio
(GLA 156 263m2)

Bronwyn Corbett
COO (Executive Director)
26 August 2014

DELTA PROPERTY FUND
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Operational REPORT (continued)

Delta at a glance

Market capitalisation
Number of properties
Valuation of portfolio
Average value per property
Gross lettable area
Building sectoral profile (GLA)

Tenant sectoral profile (GLA)

28 February
2014

28 February
2013

R3.39 billion

R1.39 billion

77
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R6.97 billion

R2.12 billion

R90.5 million

R106 million

621 442 sqm

203 261 sqm

Office: 87%

Office: 94%

Retail: 4%

Retail: 6%

Industrial: 9%

Industrial: 0%

*OG: 57%

*OG: 72%

Non Gov: 28%

Non Gov: 22%

Retail: 7%

Retail: 6%

Industrial: 8%

Industrial: 0%

95.4%

95.6%

Weighted gross average rent

R90.47

R96.04

Weighted average escalation

7.99%

8.41%

Loan to value

47.5%

Occupancy rate

Fixed debt
Funding costs
* OG – Office government
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31.7% (70.0%
post year end)
Ave all in rate
7.50%

40.9%
70.0%
Ave all in rate
7.90%

Geographical profile
Delta is now represented in all
9 of South Africa’s provinces, with
significant exposure in Gauteng,
Kwa-Zulu Natal and Limpopo.
The economies of scale now being
achieved in these provinces has
allowed Delta to negotiate service
contracts at favourable rates. This
will contribute to a decreased cost
to income ration in the future.

GEOGRAPHIC
PROFILE

by GLA (percentage)

Delta’s focus continues to be
to secure long term, sovereign
underpin, commercial leases, whilst
widening its exposure to SARS,
parastatals and other BEE sensitive
assets. The Fund has a ratio of
government to non-government of
56:44 compared to 69:31 as at
the end of February 2013.

Gauteng (42.8)

KwaZulu-Natal (25.8)

KwaZulu-Natal (22.0)

Limpopo (6.9)

Limpopo (12.1)

Northern Cape (6.3)

Northern Cape (7.0)

Western Cape (5.4)

Western Cape (5.3)

Mpumalanga (4.8)

Eastern Cape (4.8)

Eastern Cape (3.8)

Mpumalanga (4.5)

Free State (1.2)

Free State (1.2)

North West (0.4)

North West (0.3)

45.4%

42.8%

SECTORAL
SPLIT

by GLA – tenant (percentage)

SECTORAL
SPLIT

by value (percentage)
Office government (66.6)

Office other (28.3)

Office other (27.5)

Industrial (8.5)

Industrial (3.4)

Retail (6.9)

Retail (2.5)

Office government

Integrated Report 28 February 2014

Gauteng

Office government (56.3)

56.3%
DELTA PROPERTY FUND

by gross rental (percentage)

Gauteng (45.4)

Gauteng

Sectoral profile

GEOGRAPHIC
PROFILE

66.6%
Office government
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Operational REPORT (continued)

Building grade
Delta now proudly boasts a portfolio comprising of predominantly A-grade and B-grade
buildings. This has been possible through the expertise of the management team
in ensuring the successful completion of key capital expenditure projects. The next
financial year will see the upgrade of CMH (Durban), SARS Randburg (Gauteng) and the
completion of NPA (Cape Town).

BUILDING GRADE

by GLA (percentage)
B-grade (79.1)
A-grade (20.9)

20.9%
A-grade

Capital expenditure update
The Forum Building
Renovation project: offices, meeting rooms, new lifts,
kitchens, ablutions and parking
(Prior year TI)

SARS Randburg:
Extra parking: R14.16 million
(approved and committed)

Salient features
Building areas: 41 003 m2
Location: Pretoria
Anchor tenant: DPW (DoT)
Current gross rental/m2: R110.10
Renovation
TI cost: R55.390 million
Anticipated completion date: July 2014
Building grade prior to TI: Grade C
Building grade post TI: Grade A
Lease term on basis of TI: 9 years, 11months
UPGRADED

Salient features
Building areas: 8 496 m2
Location: Randburg
Anchor tenant: SARS
Current gross rental/m2: R79.58

boardroom

office layout

Renovation
Present parking: 237 bays
Additional bays: 167 bays
Parking ratio will increase to 4 bays/100m2
Lease Expiry: 28 February 2017
Commencement date: April 2014

ablutions
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kitchen

Completion date: September 2014

Tenant grade

TENANT
GRADE

TENANT
GRADE

By GLA (percentage)

By gross rental (percentage)

A-grade (83.0)
B-grade (9.4)
C-grade (7.6)

A-grade (83.0)

A-grade (88.4)

B-grade (9.4)

C-grade (7.6)

C-grade (7.6)

B-grade (4.0)

83.0%

88.4%

A-grade

A-grade

For these graphs the following key is applicable:
A. Large national tenants, large listed tenants, government and major franchisees.
B. National tenants, listed tenants, franchisees and medium to large professional firms.
C. Other.

Lease expiry profile
Delta’s attractive lease expiry portfolio is evident in the fact that the management team have successfully renewed 156 263m2
(25% of the portfolio) leases, resulting in a portfolio occupancy of 95.4%. The average escalation of leases is 7.99%. The lease expiry
per GLA post 28 February 2017 equates to 46.2% and per rental equates to 46.9%. Leases renewed during the year include:
Building

Tenant

Term

Embassy House

Sanlam

5 years

GLA

Historic
rate/m2

New
rate/m2

7 080

65.66

60.73

Liberty Towers

Department. of Social Welfare

3 years

3 212

92.74

98.00

88 Field Street

NPA – Durban

3 years

5 932

83.08

90.00

88 Field Street

Department of Water Affairs

3 years

4 616

81.54

90.00

Azmo House

Department of Water Affairs

3 years

5 224

75.00

93.90

Embassy House

Road Accident Fund

5 years

7 605

81.16

78.30

DELTA PROPERTY FUND

Integrated Report 28 February 2014
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Operational REPORT (continued)
LEASE EXPIRY –
TOTAL PORTFOLIO
by GLA (percentage)

LEASE EXPIRY –
TOTAL PORTFOLIO

by total revenue (percentage)

> 28 February 2019 (21.4)

28 February 2017 (22.9)

28 February 2017 (20.1)

> 28 February 2019 (20.0)

28 February 2015 (17.0)

28 February 2015 (17.7)

28 February 2018 (14.2)

28 February 2018 (13.9)

28 February 2016 (12.0)

28 February 2019 (13.0)

28 February 2019 (10.7)

28 February 2016 (12.5)

Vacant (4.6)

21.4%

22.9%

LEASE EXPIRY –
OFFICE GOVERNMENT

LEASE EXPIRY –
OFFICE GOVERNMENT

> 28 February 2019

by GLA (percentage)

28 February 2017

by total revenue (percentage)

> 28 February 2019 (24.4)

> 28 February 2019 (25.6)

28 February 2015 (18.0)

28 February 2017 (18.8)

28 February 2017 (17.6)

28 February 2015 (15.7)

28 February 2018 (14.1)

28 February 2018 (14.6)

28 February 2016 (10.3)

28 February 2019 (14.1)

28 February 2019 (9.3)

28 February 2016 (11.2)

Vacant (6.3)

24.4%
> 28 February 2019
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25.6%
> 28 February 2019

LEASE EXPIRY –
RETAIL

LEASE EXPIRY –
RETAIL

by GLA (percentage)

by total revenue (percentage)

28 February 2019 (28.5)

28 February 2015 (25.3)

> 28 February 2019 (19.8)

> 28 February 2019 (21.4)

28 February 2016 (19.1)

28 February 2017 (17.0)

28 February 2015 (14.6)

28 February 2019 (17.0)

28 February 2017 (10.3)

28 February 2016 (15.7)

Vacant (5.5)

28 February 2018 (3.6)

28 February 2018 (2.2)

28.5%

25.3%

28 February 2019

28 February 2015

RENTAL
ESCALATION

RENTAL PER
SQUARE METRE

(excluding parking and
storage)
(Rand)

(percentage)

Industrial (8.5)

Office government (104.7)

Office government (8.4)

Office other (84.5)

Retail (7.4)
9,5

Office other (7.0)

9,0

120

Retail (80.8)
Industrial (28.8)

100

8,5
80

8,0

60

7,5
7,0

40

6,5
20

6,0

8.5%
Industrial

DELTA PROPERTY FUND
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Office government
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Operational REPORT (continued)

Post year end acquisitions
Property Name:

Thembisa MegaMart

OMC Durban

The Marine

Servamus

Retail

Office

Office

Office

14 096

44 668

24 517

13 716

Thembisa, Gauteng

Durban, Kwa-Zulu Natal

Durban, Kwa-Zulu Natal

Durban, Kwa-Zulu Natal

Anchor Tenants:

Pick ‘n Pay, Pep,
Buildrite

Telkom, Ithala,
Old Mutual

DPW, Provincial
Government, Maersk

DPW – SAPS

Acquisition Yield:

9.1%

11.0%

11.0%

*10.94%

Between Feb 2016
and Feb 2029

Between Feb 2016
and Jan 2018

Between July 2015
and Nov 2020

Nov 2016

01 September 2014

01 September 2014

01 September 2014

24 April 2014

Sector:
Area (m²):
Location:

Lease Expiry:
Expected transfer date

* Acquisition yield 10.5%. New lease negotiated R95/sqm (historic R79/sqm)

Management Team:
Delta’s significant growth over the last
12 months has also seen an increase in
its management team through attracting
highly experienced property professionals
whose involvement has seen the Fund
achieve significant deliverables. These
include a successful R1.0 billion rights
issue, implementing a R2 billion DMTN
program through which R552 million
was raised on the debt capital markets,
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Pipeline
the introduction of Standard Bank and
Sanlam as alternate debt providers, the
conversion to a REIT and the strategic
acquisition of Ascension AIA and AIB
units. The operational team has been
bulked up to maximise returns of the
portfolio through active management
whilst maintaining the overall quality of
the property portfolio.

The Board of Delta has approved a 25%
investment in Delta International which is
due to list on the AltX in July 2014 and
will see Delta secure a US Dollar based
investment, which will act as a Rand
hedge.

Delta Property Fund Integrated Report 28 February 2014
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Board of

DIRECTORS
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pas
as

Johannes Bhekumuzi
(JB) Magwaza

Sandile Hopeson
Nomvete (Sandile)

Bronwyn Anne
Corbett (Bronwyn)

Ipeleng Nonkululeko
Mkhari (Ipeleng)

Non-Executive Chairman

Chief Executive Officer

Chief Financial Officer/
Chief Operations Officer

Non-Executive Director

sionate
LEADERSHIP

Jose Jorge
Gonçalves Da Costa
(Jorge)

Paul David Simpson
(Paul)

Karl Ernst Schmidt
(Karl)

Nooraya Khan
(Nooraya)

Independent Non-Executive
Director

Independent Non-Executive
Director

Independent Non-Executive
Director

Lead Independent
Non-Executive Director
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Board of directors (continued)

Bronwyn Corbett
Sandile Nomvete
CEO

CFO/ Chief Operations
Officer

Exec Dip. and Prop Dev. Prog

CA (SA)

Directorships:
KAP International Limited
(member of the audit
committee), MPI Property
Asset Management,
Motseng Investment
Holdings Proprietary Limited
(including its subsidiaries)
and a number of non-listed
entities, including the Black
Association of Commercial
Property Owners.

Directorships:
Various non-listed entities
including Motseng
Investment Holdings
Proprietary Limited.

Born and raised in KwaZuluNatal, Sandile’s inspired
entrepreneurial and
forward-thinking persona has
propelled him into becoming
one of South Africa’s leading
business executives. Sandile
is the founder and Chief
Executive Officer of Delta
Property Fund, a REIT listed
on the JSE with a portfolio
of assets valued at R7 billion.
At listing Delta Property
Fund comprised of assets
to the value of R2.1 billion.
Headed up by Sandile, Delta
Property Fund has grown its
asset base to R7 billion in
18 months.
He co-founded Motseng
Investment Holdings which
eventually became the
empowerment partner to
Marriot Property Group.
A series of mergers and
acquisitions within the sector
provided the opportunity
for Motseng to become the
largest 100% black-owned
property management
company in South Africa.
Sandile serves as a director
on a number of other listed
entities, including KAP
Limited. He has nearly
a decade and a half of
experience in executive
and non-executive positions.
Sandile is a graduate of
the Property Development
Programme from the
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Bronwyn was born and
raised in KwaZulu-Natal
and articled at BDO, the
fifth largest accountancy
network in the world, while
simultaneously completing
her B.Com Honours degree
at the University of Natal.
In 2004, on completion of
her CA (SA) qualification,
Bronwyn relocated to
Johannesburg where she
joined Universal Property
Professionals in 2005 as a
financial manager.
University of Cape Town
Graduate School of Business,
and holds an Executive
Development Programme
and Finance for non-financial
managers Diploma from the
University of Witwatersrand
Graduate School of Business.

Johannes Bhekumuzi
(JB) Magwaza
Non-Executive Chairman
BA MA (UK)
Directorships:
Tongaat Hulett Limited
(Chairman), Hulamin Limited,
KAP International Holdings
Limited, Rainbow Chicken
Limited, Motseng Investment
Holdings Proprietary
Limited, MPI Property Asset
Management and various
other non-listed entities.
As a Board representative,
Board chairman and
remuneration committee
chairman for various JSE –
listed entities and non-listed
entities, JB brings a wealth
of fiduciary experience to
the Delta Board.

Her role was subsequently
extended to include
asset and development
management. During
this time Bronwyn gained
extensive knowledge in
various facets of the
commercial property sector
before joining Motseng
Investment Holdings as
CFO, where she played a
pivotal role in establishing
and growing the Company’s
property Fund to R1 billion in
4 years.
Bronwyn played an integral
part in acquiring additional
properties which were
combined with some existing
assets in the Motseng
Investment Holdings portfolio
and taken to market through
the successful listing of
Delta on the JSE on
02 November 2012. Delta
listed with a portfolio valued
at R2.3 billion.
Bronwyn currently serves as
Delta’s CFO and COO where
she applies her in-depth
knowledge of the property
sector with her experience
in optimal funding strategies
and deal making abilities.

Nooraya Khan
Lead Independent
Non-Executive Director
Chairwoman of the
Transformation,
Social and Ethics and
Sustainability Committee
CA (SA)
Directorships:
Various non-listed entities.
Nooraya is a Chartered
Accountant and a highly –
experienced and successful
private equity transactor.
She has vast experience in
negotiating, implementing
and managing private
equity and black economic
empowerment transactions
across South Africa which
was obtained during a
combined thirteen-year
tenure at Rand Merchant
Bank (a division of FirstRand
Bank Limited) and the
Industrial Development
Corporation (Industrial
Development Corporation).
Nooraya also gained
exposure to project finance
transactions and risk
management as a manager
in the Project Finance and
Risk Management divisions
of the Industrial Development
Corporation, and as a
member of the CIBC credit
committee of FirstRand
Limited.

Jose Jorge Gonçalves
Da Costa#
Independent Non-Executive
Director
Chairman of the Investment
Committee
Directorships:
Capital Property Fund,
Improvon Properties
Proprietary Limited and
various non-listed entities.

# Portugese Citizen

Karl Ernst Schmidt

Paul David Simpson*

Independent Non-Executive
Director

Independent Non-Executive
Director

Ipeleng Nonkululeko
Mkhari
Non-Executive Director
BSocSc
Directorships:
KAP International Limited
and various other non-listed
entities, including Motseng
Investment Holdings
Proprietary Limited
(and its subsidiaries) and
and South African Property
Owners Association (SAPOA).
Ipeleng is a co-founder and
CEO of Motseng with 16
years’ experience at the
helm of various servicerelated businesses within the
Motseng group.
She is a trustee of the
Women’s Property Network
Education Trust and a past
chairperson and national
executive member of the a
Women’s Property Network.
An erstwhile entrepreneur,
Ipeleng is passionate about
fostering skills and advancing
BEE, especially among
women. She is a director
of South African Women
Entrepreneur Network and
a past chairperson and
director of the Women’s
Property Network.
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Royal Institute of British
Architects, Part 1
Directorships:
Various non-listed companies
and is on the Research
Committee of the South African
Council of Shopping Centres as
well as being a Judge on the
Retail Design and Development
Awards Committee for the
same organisation.
Paul is passionate about
retail property and growth;
as a former President of the
SACSC, a founding Director of
the Green Building Council of
South Africa and member of
the Commercial Board of the
Bureau for Economic Research,
he brings a vast amount of
experience to the Board.
Paul’s experience includes
major tenant input and
mall design in numerous
centres including Clearwater
Mall and Maponya Mall as
well as development of the
biggest distribution centre
and green building in the
country, amongst others. He
spent almost two decades as
the Head of Real Estate at
Woolworths managing some
500 store properties from
Cape Town to the Middle East,
a R1.5 billion direct portfolio,
the facilities management
team for the head office
campus and was on the
Executive Committee of the
company.
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Chairman of the Audit,
Risk and Compliance
Committee as well as
the Nomination and
Remuneration Committee
CA (SA)
Directorships:
Council of the University of
KwaZulu-Natal, Motseng
Investment Holdings
Proprietary Limited and
NUMSA Investment Company
Proprietary Limited.
Karl is a Chartered
Accountant and served at
Deloitte for more than three
decades, 25 years of which
as a senior partner in
the Audit division and as
Partner in Charge for the
KwaZulu-Natal region from
2000 to 2002.
During his time at Deloitte,
Karl handled the audit
responsibilities for several
JSE-listed clients. When
the new JSE and IRBA
Regulations were introduced
in 2006/2007 Karl was one
of the first of a small number
of JSE-accredited auditors at
Deloitte in KwaZulu-Natal.

LEADERSHIP

Jorge has been in the property
industry for the past 30 years
and is a founding director of
Improvon Property Group,
developers of prime industrial
properties across South
Africa and is a past director
of Property Fund Managers
Limited, the management
company of Capital Property
Fund and Resilient Property
Income Fund.

Karl is a previous director at
KAP International Holdings
Limited (KAP) during which
time he served as Chairman
of KAP’s audit committee.
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MPI Property

ASSET MANAGEMENT

determined
ASSET MANAGERS
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Back row from left to right:
Sabelo Mazibuko, Stefan Smit, Greg Pearson, Craig Owens, Rochelle Mumbengegwi, Otis Tshabalala,
Ojong Nso, Greg Booyens, Sandra Mqina, Trevor Matthews and Godfrey Ndlovu
Seated from left to right:
Zandi Mthembu, Kirsten Lewis, Andre Janari, Taryn Harris, Joshua Kaplan, Staci Pretorius, Thabisa Sokoyi
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MPI Property ASSET MANAGEMENT (continued)

Senior Management
Greg Booyens

Trevor Matthews

Senior Management
CFO

Senior Operational Asset
Manager

(CA) SA

Certificate in Shopping
Centre Management

Having spent over 10 years
in the finance industry,
Greg holds the position
of CFO at MPI Property
Asset Management. Greg
completed his articles at
PKF South Africa and in
2004 joined UBS (London)
as a financial accountant
in the their fixed income
division. Thereafter Greg
spent time at Barclays Plc
in their treasury before
joining Evolution Group
Plc in 2006 as a financial
controller where he spent
6 years. While at Evolution
Greg was responsible
for the management and
financial accounting for
the investment banking
operations of their China
and US subsidiaries. Upon
returning to South Africa
in 2011 Greg joined the
Motseng Group. He holds
a BCOM Hons degree
in Accounting from the
University of Port Elizabeth.
Greg is a qualified Chartered
Accountant.WitwatersRand
Graduate School of Business.
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Trevor is the Senior
Operational Asset manager
of MPI Property Asset
Management with extensive
operational knowledge
of the Delta assets. His
responsibilities span the
depth and breadth of the
business with a focus on the
asset management function
of the fund’s portfolio. He
has over 30 years industry
experience beginning
his career in 1979 as a
property assistant, a position
he held for six years, in
which he established the
building blocks to a long
and successful career in
the sector. By 1985, he
joined BanKorp Properties
as a manager of collections.
During his six year tenure,
he again progressed his
career to Property Manager.
Following this, Trevor joined
Liberty Group Properties as
the Leasing Manager, where
he was responsible for the
leasing of various shopping
centres and office blocks.
In 2001, he managed a
R1.5 billion portfolio for
Allan Gray Shopping centres

while serving his time as a
Portfolio Manager at Broll
Property Group, a position he
filled for three years. Trevor
subsequently progressed to
Canal Walk Management as
the Leasing Manager where
he was responsible for the
leasing of the centre and
office component. Prior to
joining Delta, he spent seven
years as the Retail Asset
Manager of the Fountainhead
Property Trust, a role in
which he was responsible for
the full asset management
of a retail portfolio of 10
shopping centres. He holds
a Certificate in Shopping
Centre Management from
the University of Pretoria.

Otis Tshabalala

Taryn Harris

Craig Owens

Senior Asset Manager,
Property Development
Programme

Legal Manager

Senior Asset Manager

BA Hons (Political Science,
Business Administration) LLB

BCom, HDipAcc, CA (SA)

Otis holds the position of
strategic asset manager
at MPI Property Asset
Management specialising in
deal making. He has more
than 22 years’ experience in
real estate. He completed
his “A” Levels through
Cambridge University. He has
also completed a Certificate
in Real Estate in addition to
the Property Development
Programme from the
University of Cape Town
Graduate School of Business.
After completing his studies
he joined Knight Frank and
JHI where he was a leasing
manager. By 2000 he
had left leasing and joined
Standard Bank as a Property
Financier. Over the next
12 years he spent time at
Cape Of Good Hope Bank
and ABSA in various roles as
a consultant and Business
Development Manager.
He was involved in funding
township and rural retail
schemes and BEE property
deals. His role involved
providing specialist property
knowledge to various
divisions within ABSA.
He has garnered significant
experience in this asset
class over the past couple of
years and is a key member
of the MPI Property Asset
Management team. Otis
is responsible for asset
management with emphasis
on deal making and funding
within the Company.
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Taryn is an attorney,
conveyancer and notary
admitted to the High Court
of South Africa. Prior
to joining Delta as Legal
Manager in November
2013, she practiced as a
senior associate in the real
estate and conveyancing
department of Bowman
Gilfillan, one of the country’s
top corporate commercial
law firms. In addition to
having been involved in
major comprehensive legal
property due diligences and
reporting on all aspects of
immovable property, Taryn
has significant experience in
advising major international
and local clients on a variety
of property and security
related transactions.
She has intimate knowledge
of Delta’s portfolio and
business, having played an
instrumental role in the
successful listing of Delta on
the JSE.
Taryn’s scope of experience
includes negotiating and
drafting a variety of property
and security agreements,
including agreements of
alienation, notarial servitudes
and leases, various types
of mortgage bonds as well
as special and general
notarial bonds.

Craig started his career at
the Johannesburg office of
Ernst & Young Inc where he
completed his articles with
exposure to a number of
industries. After qualifying
as a Chartered Accountant
in 2010, Craig completed a
secondment contract with
EY in the United States.
On returning in June
2011, he joined the asset
management team of Pivotal
Property Fund, an unlisted
fund created by the Abland
property group. Craig was
involved in multiple aspects
of financial analysis and
management and gained
valuable insight into financial
modelling, structured
finance, asset management
and the property industry
as a whole. After a short
stint in Corporate Finance at
Impala Terminals, part of the
Trafigura group, Craig joined
the team at MPI Property
Asset Management in
March 2014.
Craig focuses on acquisition
modelling, portfolio analysis,
structuring of finance and
forecasting, whilst assisting
in deal making and other
financial processes for the
asset management team.

Apart from lecturing Law
at the University of the
WitwatersRand, Taryn is
a published author having
written the South African
Property Chapter for Real
Estate Transactions which
was published by Globe Law
and Business in London.
She regularly contributes
articles on legal property
matters in the South African
business press.
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Property

PORTFOLIO
at 28 February 2014

Property name

Physical address

Province

Building sector

1

Forum Building

Bosman Street, Pretoria

Gauteng

Office – Government

2

NPA Cape Town

115 Buitengracht Street, Cape Town

Western Cape

Office – Government

3

110 Hamilton

110 Hamilton Street, Pretoria

Gauteng

Office – Government

4

Cooper House

155 St Andrews Street, Bloemfontein

Free State

Office – Government

5

Tivoli

58 OR Tambo Street, Klerksdorp

North West

Office – Government

6

Block G

Corner of Schoeman Street, Nelson Mandela Drive and
Meintjies Street, Pretoria

Gauteng

Office – Government

7

5 Walnut Road

5 Walnut Road, Durban

KwaZulu-Natal

Office – Other

8

Old Mutual Building

27 – 29 Maitland Street, Bloemfontein

Free State

Office – Government

9

Beacon Hill

Corner of Hargreaves and Hockley Close, Buffalo
Industrial Area, King William’s Town

Eastern Cape

Office – Government

10 Presidia

Corner of Paul Kruger and Pretorius Street, Pretoria

Gauteng

Office – Government

11 SARS Springs

20 8th Street, Springs

Gauteng

Office – Other

12 SARS Kimberley

14 – 16 Bean Street and 6 – 10 Crossman Road,
Kimberley

Northern Cape

Office – Other

13 PWC Polokwane

73 Biccard Street, Polokwane

Limpopo

Office – Other

14 88 Field Street

88 Field Street, Durban

KwaZulu-Natal

Office – Government

15 Cape Road

Corner of CJ Langenhoven Drive and Cape Road,
Port Elizabeth

Eastern Cape

Office – Other

16 Umtata

Corner of Sission Street and Queenstown Road, Mthatha

Eastern Cape

Office – Government

17 Liberty Towers

214 Dr Pixley Kaseme Street, Durban

KwaZulu-Natal

Office – Other

18 North Ridge Road

215 Peter Mokaba Road, Morningside, Durban

KwaZulu-Natal

Office – Other

19 Richmond Forum

16 Cedar Avenue, Richmond

Gauteng

Office – Other

20 WB Centre

48 – 54 Chapel Street, Kimberley

Northern Cape

Retail

21 Hallmark Building

233 Proes Street, Pretoria

Gauteng

Office – Government

22 Manaka Heights

167 Andries Street, Pretoria

Gauteng

Office – Government

23 Manaka House

Corner of Pretorius and Thabu Sehume (Andries) Streets, Gauteng
Pretoria

Office – Government

24 Manaka Continental

Corner Bosman and Visagie Steets, Pretoria

Gauteng

Office – Government

25 Hensa Towers

Corner Landros Mare and Rabie Streets, Polokwane

Limpopo

Office – Government

26 Embassy House

Corner Anton Lembede and Samora Machel Streets,
Durban

KwaZulu-Natal

Office – Government

27 Unisa House

29 Rissik Street, Johannesburg

Gauteng

Office – Other
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Weighted
average
rental per m2
(excluding
parking and
Effective date
storage)
of acquisition
R

Total GLA
m2

Costs plus
improvements
R

Valuation
R

Valuation
per m2
R

S

41 003

401 686 891

503 600 000

12 282

02/04/2010

$

0.0%

S

10 552

165 153 320

180 000 000

17 058

08/01/2012

$

0.0%

S

4 511

85 040 929

85 560 000

18 967

08/01/2012

$

0.0%

S

2 111

40 986 884

20 240 000

9 586

08/01/2012

$

0.4%

Tenancy
(Multi/Single)#

Vacancy

S

2 759

17 986 067

20 280 000

7 350

08/01/2012

$

24.8%

M

8 142

196 894 374

204 300 000

25 091

11/02/2012

122.73

1.8%

S

14 041

88 140 089

101 620 000

7 238

11/02/2012

*

2.9%

S

2 784

22 311 431

24 480 000

8 793

11/05/2012

$

0.0%

S

13 648

188 000 906

205 800 000

15 079

11/06/2012

$

0.0%

M

13 334

109 320 818

85 200 000

6 390

11/05/2012

78.90

50.6%

S

1 922

10 643 887

12 630 000

6 571

08/01/2012

*

0.0%

S

2 950

32 938 602

40 130 000

13 603

08/01/2012

*

0.0%

M

1 951

28 434 818

31 400 000

16 094

10/02/2012

126.35

0.0%

M

20 317

123 420 830

150 300 000

7 398

11/06/2012

95.89

19.8%

M

5 135

57 267 298

57 000 000

11 101

11/05/2012

97.76

5.8%

M

5 060

55 045 507

54 500 000

10 771

11/05/2012

113.41

33.0%

M

39 735

325 880 300

360 500 000

9 073

10/31/2012

79.32

0.7%

S

3 354

41 912 815

45 240 000

13 488

11/06/2012

*

0.0%

M

3 968

25 535 986

27 000 000

6 804

11/05/2012

70.43

42.1%

M

7 425

49 924 538

52 860 000

7 119

11/05/2012

83.31

3.6%

S

26 255

318 808 700

340 000 000

12 950

05/02/2013

$

0.0%

M

18 911

226 405 355

257 000 000

13 590

05/02/2013

115.38

4.7%

M

11 439

141 358 117

135 000 000

11 802

05/02/2013

103.17

1.5%

S

4 133

46 620 790

48 000 000

11 614

05/02/2013

$

0.0%

S

13 675

294 734 372

312 880 000

22 880

03/15/2013

$

0.0%

M

32 365

239 536 856

233 000 000

7 199

05/23/2013

75.05

13.1%

S

10 055

101 926 425

112 500 000

11 189

05/17/2013

*

0.0%
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Physical address

Province

Building sector

28 12 New Street

Property name

12 New Street South, Johannesburg

Gauteng

Office – Other

29 14 New Street

14 New Street South, Johannesburg

Gauteng

Office – Other

30 Du Toit Span

95 Du Toitspan Street, Kimberley

Northern Cape

Office – Government

31 13 Elliot Building

13 Elliot Street, Kimberley

Northern Cape

Office – Government

32 5/7 Elliot Street

7 Elliot Street, Kimberley

Northern Cape

Office – Government

33 Thema Thumo

162 George Street, Kimberley

Northern Cape

Office – Government

34 Bestmed Building

36 Hamilton Street, Arcadia

Gauteng

Office – Government

35 In 2 Fruit Building

67 Middle Road, Barlett, Boksburg

Gauteng

Industrial

36 Samora House

Corner of 2 Samora Machel Street and
Margaret Mncadi Avenue, Durban

KwaZulu-Natal

Office – Government

37 CMH Building

196 – 206 West Street/119 – 123 Proes Street,
Durban

KwaZulu-Natal

Retail

38 Edcon Building

5 Handel Street, Ormonde

Gauteng

Office – Other

39 Damelin Building

325 Anton Lembede Street, Durban

KwaZulu-Natal

Office – Other

40 539 Church Street

539 Chruch Street, Arcadia, Pretoria

Gauteng

Office – Government

41 Protea Coin Pretoria

20 Vonkprop Street, Samcore Park, Silverton,
Pretoria East

Gauteng

Industrial

42 Protea Coin Cape Town

Corner Jerepiko Street and van Riebeeck Street,
Saxenburg Park 2, Cape Town

Western Cape

Industrial

43 Protea Coin Durban

Bellair Cliff Crescent, Edwin Swales Business Park,
Durban

KwaZulu-Natal

Industrial

44 Anchor House

63 Maitand Street, Bloemfontein

Free State

Office – Government

45 SARS Randburg

Corner Hill and Kent Street, Randburg

Gauteng

Office – Other

46 Top Trailers

Corner Lamp and Lantern Street, Wadeville; Dekema
Road, Wadeville and Commercial Road, Wadeville

Gauteng

Industrial

47 SARS Bellville

Corner of Voortrekker Road and Durban Road, Bellville,
Cape Town

Western Cape

Office – Other

48 Eskom Sunninghill

3 Simba Road, Sunninghill, Johannesburg

Gauteng

Office – Other

49 Harlequins Office Park

164 Tortius Street, Groenkloof, Pretoria

Gauteng

Office – Government

50 AZMO House

49 Joubert Street, Polokwane

Limpopo

Office – Government

51 CCMA

192 Hans van Rensburg, Polokwane

Limpopo

Office – Government

52 Phomoko Towers

37 Kerk Street, Polokwane

Limpopo

Office – Government

53 Temo Towers

67 Biccard Street, Polokwane

Limpopo

Office – Government

54 Commission House

566 Ziervogel Street, Pretoria

Gauteng

Office – Government
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Weighted
average
rental per m2
(excluding
parking and
Effective date
storage)
of acquisition
R

Total GLA
m2

Costs plus
improvements
R

Valuation
R

Valuation
per m2
R

M

2 380

36 380 862

40 000 000

16 810

05/03/2013

M

2 795

29 475 916

28 300 000

10 127

M

9 204

100 595 406

112 100 000

12 180

S

4 400

45 429 112

48 400 000

S

2 300

28 559 086

S

2 396

27 359 734

S

3 684

S

11 177

S

Tenancy
(Multi/Single)#

Vacancy

127.64

4.0%

05/07/2013

93.69

0.0%

05/01/2013

108.89

0.0%

11 000

05/01/2013

$

0.0%

26 500 000

11 522

05/01/2013

$

0.0%

33 600 000

14 023

05/01/2013

$

0.0%

65 024 329

68 720 000

18 654

03/25/2013

$

0.0%

64 094 660

70 490 000

6 307

05/10/2013

56.72

0.0%

6 920

63 364 284

69 770 000

10 082

05/06/2013

$

0.0%

S

10 974

54 420 869

55 630 000

5 069

05/17/2013

38.73

0.0%

S

6 188

51 361 317

55 150 000

8 912

07/03/2013

*

0.0%

S

3 933

52 099 599

50 400 000

12 815

05/01/2013

*

0.0%

S

4 488

41 058 139

45 160 000

10 062

03/01/2013

$

0.0%

M

7 140

31 393 040

33 470 000

4 688

05/07/2013

36.96

0.0%

S

5 700

26 274 286

27 000 000

4 737

04/30/2013

39.54

0.0%

S

4 365

21 292 264

23 390 000

5 359

05/15/2013

44.48

0.0%

S

2 645

28 751 175

31 600 000

11 947

03/01/2013

$

0.0%

S

8 496

93 686 725

113 600 000

13 371

08/30/2013

*

0.0%

S

28 364

81 493 152

81 000 000

2 856

07/25/2013

25.74

0.0%

S

17 309

186 059 144

192 000 000

11 092

07/01/2013

*

0.0%

S

3 696

46 748 490

50 200 000

13 582

07/18/2013

*

0.0%

M

5 450

136 319 260

140 700 000

25 817

07/01/2013

169.06

0.0%

S

5 224

54 841 585

54 190 000

10 373

09/16/2013

$

2.1%

S

1 063

14 203 564

14 340 000

13 484

09/16/2013

$

0.0%

S

13 058

247 680 020

230 000 000

17 614

09/18/2013

$

0.0%

S

7 668

139 150 680

142 000 000

18 519

09/18/2013

$

0.0%

S

6 534

86 783 399

87 600 000

13 407

09/13/2013

$

0.0%

DELTA PROPERTY FUND

Integrated Report 28 February 2014

45

LEADERSHIP AND GOVERNANCE

Physical address

Province

Building sector

55 5 Simba Road

Property name

5 Simba Road, Gauteng

Gauteng

Office – Other

56 15 Simba Road

15 Simba Road, Gauteng

Gauteng

Office – Other

57 Leeuwkop

15 Simba Road, Gauteng

Gauteng

Office – Other

58 101 De Korte

101 De Korte Street, Braamfontein

Gauteng

Office – Other

59 Standard Bank Greyville

96 First Avenue, Greyville, Durban

Gauteng

Office – Other

60 Yarona

Corner Angelfish and Archerfish Drives, Kaalfontein,
Johannesburg

Gauteng

Retail

61 Capital Towers

121 Chief Albert Luthuli Road, Pietermaritzburg

Kwazulu-Natal

Office – Government

62 Sleepy Hollow

9 Armitage Road, Pietermaritzburg

Kwazulu-Natal

Office – Other

63 Mayors Walk

174 Mayors Walk, Pietermaritzburg

Kwazulu-Natal

Office – Government

64 SAPS – Bell Street

7 Bell Street, Nelspruit

Mpumalanga

Office – Government

65 Lands Claim Court
Nelspruit

30 Louis Trichardt Street, Nelspruit

Mpumalanga

Office – Government

66 Military Hospital

21 Bell Street, Nelspruit

Mpumalanga

Office – Government

67 Defence Force
Headquarters

8 Spruit Street, Nelspruit

Mpumalanga

Office – Government

68 Defence Force Logistics

15 – 17 Cruse Circle, Nelspruit

Mpumalanga

Office – Government

69 Defence Force Transport

2 – 4 Davie Street, Nelspruit

Mpumalanga

Office – Government

70 Department of Statistics

11 Louis Trichardt Street, Nelspruit

Mpumalanga

Office – Government

71 SAPS – Ferreira Street

4 Ehmke Street and 9 Ferreira Street, Nelspruit

Mpumalanga

Office – Government

72 Defence Force –
Old Pretoria Road

16 Old Pretoria Road, Nelspruit

Mpumalanga

Office – Government

73 Nedbank –
1 Ferreira Street

1 Ferreira Street, Nelspruit

Mpumalanga

Office – Other

74 Nedbank –
3 Ferreira Street

3 Ferreira Street, Nelspruit

Mpumalanga

Office – Government

75 SAPS Flying Squad

19 Danie Joubert Street, White River

Mpumalanga

Office – Government

76 Beaconsfield

28 Central Road, Kimberley

Northern Cape

Office – Government

77 Campus Building

14 Abbitor Road, Kimberley

Northern Cape

Office – Government

The average annualised property yield is 9.34%
A single tenanted property is defined as a building where 90% or more of the GLA is occupied by one tenant.
Single tenanted property – the average gross rental for a single tenanted office government property is R115.21.
* Single tenanted property – the average gross rental for a single tenanted office other property is R87.14.

#
$
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Tenancy
(Multi/Single)#
S

Weighted
average
rental per m2
(excluding
parking and
Effective date
storage)
of acquisition
R

Total GLA
m2

Costs plus
improvements
R

Valuation
R

Valuation
per m2
R

5 375

84 225 495

81 200 000

15 107

12/12/2013

*

0.0%

Vacancy

S

1 920

33 637 146

35 800 000

18 646

12/13/2013

*

0.0%

S

11 747

184 444 475

189 600 000

16 140

12/17/2013

*

0.0%

S

6 610

66 263 886

68 000 000

10 287

12/19/2013

*

0.0%

M

16 380

115 528 951

117 300 000

7 161

12/13/2013

61.47

7.8%

M

5 947

66 231 371

67 200 000

11 300

01/08/2014

101.42

0.3%

S

13 485

126 307 257

155 500 000

11 530

12/01/2013

$

0.0%

M

5 065

112 198 850

92 100 000

18 184

12/01/2013

122.61

0.0%

M

5 618

54 370 857

80 700 000

14 365

12/01/2013

99.38

11.2%

S

588

6 174 453

7 100 000

12 075

02/11/2014

$

0.0%

S

2 910

40 367 756

47 500 000

16 323

02/11/2014

$

11.7%

S

3 000

28 803 805

30 000 000

10 000

02/11/2014

$

0.0%

S

2 174

19 695 804

22 300 000

10 258

02/11/2014

$

0.0%

S

2 430

17 039 246

14 500 000

5 967

02/11/2014

$

0.0%

S

841

13 365 119

7 500 000

8 918

02/11/2014

$

0.0%

M

6 295

20 031 592

25 800 000

4 098

02/11/2014

105.60

68.6%

S

4 637

86 954 254

105 100 000

22 666

02/11/2014

$

0.0%

S

2 504

16 693 441

17 500 000

6 989

02/11/2014

$

0.0%

M

956

14 512 282

14 800 000

15 488

02/11/2014

122.87

0.0%

S

2 249

39 250 903

42 900 000

19 075

02/11/2014

$

0.0%

S

1 125

12 788 517

15 100 000

13 422

02/11/2014

$

0.0%

S

5 800

54 100 399

52 900 000

9 121

12/01/2013

$

0.0%

48 009 775

49 000 000

10 426

12/01/2013

$

0.0%

S

4 700
621 442
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6 550 812 636 6 965 730 000
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Key

RISKS
Key risk

Impact

Mitigation measures

Investment risk –
investment at a cap rate
higher than the market
value and yielding less than
incremental funding costs

–

Dilution in distributable income and possible
capital erosion

–

Stringent investment criteria

–

–

Breaching of loan to value covenants

–

Inefficient utilisation of existing funding
facilities

Acquisitions are considered by the Investment
Committee which are then recommended to the
Board

–

Detailed due diligence process

–

Ongoing refinement of investment/growth
strategy

–

Properties all insured based on regular
assessment of replacement cost as well as loss
of income

–

Adequacy of insurance cover annually reviewed

–

32% of debt is currently fixed through fixed rate
loan contracts (Subsequent to year end – 70%)

–

Negotiated favourable funding arrangements

–

Avoiding concentration risk of fixed rate contract
maturity

–

Option of swaps will be considered as the need
arises

–

Cash flow management

–

Multi-banked approach

–

Diversified sources of funding

–

Monitoring economic environment

–

Maturity profile of debt evenly spread

–

Maintaining Gearing ratio at a maximum of 45%

–

Available liquid funding

–

Internal team focused on securing long-term
lease renewals

–

Monthly lease expiry reports by sector and
geographical area

–

Strong focus on tenant relationships to ensure
retention

–

Alignment of refurbishments with lease renewals

–

Existing vacancies on new acquisitions are
“zeroed” out

–

Credit checks

–

Conversion of C-grade assets to
A-grade and B-grade

–

Early renewal negotiations

–

Maintain BEE status at all levels

–

Engage government to promote transformation
strategies

Damage to investment
property

Interest rate risk –
exposure to volatile
interest rate cycles

Liquidity and refinancing
risk

Vacancies and high
quantity of leases expiring
in any one period

–

–

–
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Volatile interest rate movements will result
in increased borrowing costs, thereby
reducing distributable income

Insufficient cash resources to meet
obligations on due dates

–

Inability to refinance debt on expiry

–

Inability to raise sufficient new funding
for investment opportunities and
refurbishments

–

–

High concentration of
government leases and
single tenanted properties

Financial loss to the Company and reduced
asset value

–

Erosion of rental income, increase in
property holding costs (finance costs,
electricity and municipal charges),
increase in letting commissions and tenant
installation costs
Discounting of new leases at below market
rentals

Possible increased vacancies or shorter
leases if government leasing policies change

Key risk

Impact

Mitigation measures

Underperformance of
Property Managers
and skills shortages.
Inadequate utilities
management

–

Performance dependent on experienced and
skilled staff

–

Performance-driven contracts with Property
Managers

–

Reduced net income growth

–

–

Delays in recovering amounts from tenants
due to errors made by Council

Increased supervision by Delta’s asset
management team, monthly management
meetings and reports

–

Increased vacancies and arrears

–

Property inspections

–

Poor condition of buildings

–

Asset manager oversight of utility management

–

Reduction of property margins, and erosion
of distributable income growth

–

Negotiating medium-term contracts with
suppliers

–

Challenge municipal valuations

–

Focus on cost efficiencies

–

Initiatives to reduce general cost consumption

–

Focus on electricity-saving initiatives

–

Review of recoveries from tenants

–

Cost/income ratio

–

Upfront due diligence on outstanding debtors
prior to acquisition of properties

–

Vigilant credit control by the Property Manager

–

Continued engagement with the tenants

–

Tight lease agreements and rigorous tenant
credit checks

–

Deposits and personal sureties

–

Diversification by tenant and geographical spread

–

Continuous active monitoring by corporate
sponsor and Company Secretary, including
completion of annual compliance checklist

–

Appointment of consultants in specialised areas

–

Active monitoring of rating and regular
assessment of suppliers to improve rating

–

Adherence to the Property Charter

–

Oversight by the Board and independent
directors

–

AGM to address issues and queries

–

Regular communication with stakeholders

–

Transparent culture

Cost inflation arising from
utilities, local councils
(rates) and soft services
(security, cleaning, etc.)

Arrears and bad debts

Regulatory risk – including
JSE and government
legislative framework

Lack of BEE rating and
monitoring mechanisms

Failure to recover amounts owing

–

Negative impact on the Company’s cash flow

–

Large write-offs/bad debts

–

Fines and public censures if non-compliance
occurs

–

Reputational risk

–

Reputational risk

–

Information technology
(IT) failure

Retention of key staff

Absence of a properly
structured succession plan

DELTA PROPERTY FUND

–

Inability to secure long-term leases

Loss of investor confidence resulting in unit
price volatility

–

Loss of revenue as a result of loss of data

–

–

Impact on the Company’s reputation in
the event that the data is not recovered
promptly

Daily back-ups of information at an offsite
storage facility

–

Support of appropriately skilled IT personnel

–

Virtualised server environment

–

Retention strategy which encompasses
performance incentives (short term and long
term), remuneration benchmarking, performance
evaluation and personal development plans

–

Rotation of responsibilities within the business

–

Key succession planning

–

Loss of key management impact adversely
on the Company’s ability to implement its
strategic objectives

–

Lack of continuity results in inconsistency
and poor tenant relationships

–

Decline in investor confidence, damaged
morale of remaining employees and reduced
growth prospects for the Company with the
loss of key management
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Corporate

GOVERNANCE
Delta remains fully committed to the
principles of the Code of Corporate
Practices and Conduct set out in
King III, compliance with relevant laws,
regulations and best practice connected
with corporate governance and
responsible corporate citizenship.
Prior to listing the directors identified
the need to conduct the enterprise with
integrity and in accordance with generally
acceptable corporate practices. This
process has included timely, relevant and
meaningful reporting to linked unitholders
and other stakeholders providing a
proper and objective perspective of the
Company and its activities.
The directors established and have
put in place mechanisms and policies
appropriate to the Company’s business
in keeping with its commitment to best
practices in corporate governance in
order to ensure compliance with King III
and relevant laws, regulations and best
practice connected with corporate
governance and responsible corporate
citizenship. The Board reviews these
from time to time.
The formal steps taken by the directors
are summarised below:

Board of directors
The Board acknowledges that they are
ultimately responsible for the day-today management of the Company’s
business, the Company’s strategy and
key policies. Delta’s Board are also
responsible for approving financial
objectives and targets. The Board, as
a whole, continues to act as the focal
point for and custodian of the Company’s
corporate governance, ensuring that
Delta is a responsible corporate citizen
in light of the impact its operations might
have on the environment and the society
in which it operates.
The Board acknowledges the importance
of identifying and managing the
Company’s risks and the Audit, Risk and
Compliance Committee together with the
Executive Directors were tasked with and
have determined the Company’s risks,
the Board’s levels of tolerance associated
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with these risks and have then ensured
that these risks are managed on an
ongoing basis.
The Board believes that the risk
management processes that are in
place effectively assist in managing the
Company’s risks. A risk assessment
identifying the various risks together
with the associated mitigating measures
appear on pages 48 and 49 of this
Integrated Report.
The Board’s charter ensures compliance
with the principles of the King III
Report and legislation, as well as
South African accepted standards of
best practice. This charter sets out
the Board’s responsibilities for the
adoption of strategic plans, monitoring
of operational performance and
management, determination of policy
and processes which ensure the integrity
of the Company’s risk management
and internal controls, communication
policy and director selection, orientation
and evaluation.
The charter specifically outlines the
Board’s primary function as determining
the Company’s strategy, purpose,
values and stakeholders relevant to
the Company’s activities. It requires
the Board to represent and promote the
legitimate interests of the Company and
its stakeholders in a manner that is both
ethical and sustainable.
The information needs of the Board are
reviewed annually and directors have
unrestricted access to all Company
information, records, documents and
property to enable them to discharge
their responsibilities sufficiently.
Efficient and timely methods of informing
and briefing Board members prior to
Board meetings have been developed
and are in place and in this regard
key risk areas, key performance areas
and non-financial aspects relevant to
the Company have been identified and
continue to be monitored. Directors are
afforded information in respect of key
performance indicators, variance reports
and industry trends.

Board meetings are held at least
quarterly, with additional meetings
convened when circumstances
necessitate.
Board appointments are conducted in a
formal and transparent manner by the
Board as a whole. They are free from
any dominance of any one particular
linked unitholder. Meetings of the Board
are formally minuted, these include
any meetings at which appointment of
directors is discussed and/or confirmed.
The Board consists of two Executive
Directors and six Non-Executive
Directors, four of whom are considered
independent. The Board has ensured
that there is an appropriate balance
of power and authority on the Board,
such that no one individual or block of
individuals can dominate the Board’s
decision-taking. The Non-Executive
Directors are individuals of calibre and
credibility and have the necessary skills
and experience to bring judgement
to bear independent of management,
on issues of strategy, performance,
resources, transformation, diversity and
employment equity, standards of conduct
and evaluation of performance.
The chairperson, JB Magwaza, is a NonExecutive Director whose role continues
to be separate from that of the CEO,
Sandile Nomvete. The chairperson is not
considered to be independent in terms
of King III, given that he has a linked
unitholding in Delta and is a shareholder
of the asset manager. Nooraya Khan
has therefore been appointed as Lead
Independent Non-Executive Director.
The responsibilities of the chairperson
and CEO, and those of other Executive
and Non-Executive Directors, remain
clearly separated to ensure a balance of
power and prevent any one director from
exercising unfettered powers of decisionmaking. The chairperson continues to
provide leadership to the Board in all
deliberations ensuring independent input,
and oversees its efficient operation. The
CEO and CFO continue to be responsible
for proposing, updating, implementing
and maintaining the strategic direction

of Delta as well as ensuring controlled

The current size and composition of the

operations. In this regard, they are

Board and its various committees are

assisted by the senior management of

considered appropriate for the size of

the asset manager.

the Company. A brief curriculum vitae of

The Board in conjunction with the
Company’s Sponsors have established

not an abdication of the Board members’
responsibilities. The various committees’
terms of reference are reviewed annually.

each director is set out on pages 36
and 37 of this Integrated Report.

a formal orientation programme

The Board’s policy for detailing the

which would enable any new incoming

manner in which a director’s interest

directors to familiarise themselves

in transactions is determined and the

with the Company’s operations,

interested director’s involvement in the

senior management and its business

decision-making process, continues to be

environment, and to induct them in their

followed by all directors.

fiduciary duties and responsibilities.
New directors with no or limited Board
experience will receive development and
education to inform them of their duties,
responsibilities, powers and potential
liabilities.

performance on an annual basis.

Directors and believe they are
independent.

objectives of the Company and determine

Audit, Risk and Compliance
Committee

the investment and performance criteria
as well as assuming responsibility for the
proper management, control, compliance
under its direction.
On listing the Board established a

The Remuneration and Nomination

number of committees to give detailed

Committee, which has been appointed by

attention to certain of its responsibilities

the Board, appraises the performance of

and which operate within defined,

the CEO at least annually.

written terms of reference. The

All directors will be subject to retirement
by rotation and re-election by linked
unitholders at least once every three
years in accordance with the MOI.

The Board has considered the
independence of the Non-Executive

The Board continues to set the strategic

and ethical behaviour of the businesses

The Board appraises the chairperson’s

External advisors and Executive
Directors who are not members of
specific committees are invited to
attend committee meetings by invitation,
if deemed appropriate by the relevant
committees.

delegated responsibilities in terms
of certain functions to the Audit,
Risk and Compliance Committee,
the Remuneration and Nomination
Committee, the Transformation, Social,

The Board continues with its practice of

Ethics and Sustainability Committee

annually reviewing its overall performance

and the Investment Committee, remain

to identify areas for improvement in the

unchanged. The Board is conscious of

discharge of its functions.

the fact that such delegation of duties is

The Board ’s Audit, Risk and Compliance
Committee comprises Karl Schmidt
(chairperson), Nooraya Khan and
Paul Simpson.
The Audit, Risk and Compliance
Committee’s primary objective continues
to be to provide the Board with additional
assurance regarding the efficacy and
reliability of the financial information
used by the directors to assist them
in the discharge of their duties. The
committee has and will continue to
provide satisfaction to the Board that
adequate and appropriate financial and
operating controls are in place, that
significant business, financial and other
risks have been identified and are being
suitably managed, and that satisfactory

Attendance at meetings during the financial year

Board
meetings

Audit, Risk and
Compliance
Committee
meetings

Investment
Committee
meetings

Remuneration
and Nomination
Committee
meetings

Transformation,
Social, Ethics
and Sustainability
Committee

Attendees:
JB Magwaza (Chair)*

8(8)

y

2(2)

y

2(2)

Sandile Nomvete (CEO)

8(8)

l

4(4)

I

7(7)

I

2(2)

I

2(2)

Bronwyn Corbett (CFO/COO)

8(8)

l

4(4)

I

7(7)

I

2(2)

Ipeleng Mkhari*

8(8)

Karl Schmidt#

8(8)

Chair

4(4)

Paul Simpson#

7(8)

y

4(4)

y

4(4)

Jorge Da Costa#

7(8)

Nooraya Khan# LI

8(8)

Sandra Mqina
#

*
LI
I
y

y

7(7)

Chair

7(7)

y

7(7)

Chair

2(2)

y

2(2)

y

2(2)

y

2(2)

Chair

2(2)

y

2(2)

Independent Non-Executive
Non-Executive
Lead Independent Director
Invited to attend
Member of the committee
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Corporate GOVERNANCE (continued)

standards of governance, reporting and
compliance are in operation.
Refer to the Audit, Risk and Compliance
Committee report on pages 68 and 69.

Remuneration and Nomination
Committee
The Board’s Remuneration and
Nomination Committee comprises
Karl Schmidt (chairperson), JB Magwaza
and Jorge Da Costa.
The Remuneration and Nomination
Committee continues to be responsible
for reviewing the Board composition
and structures, including the size
and composition of the various Board
committees and considering whether
there is an appropriate split between
executive, non-executive and independent
directors. This committee also assists
in the identification and nomination
of new directors and is responsible
for the appropriate induction and
training of directors and conducting
annual performance reviews of the
Board and various Board committees.
The Remuneration and Nomination
Committee is also responsible for
ensuring the proper and effective
functioning of the Board and assists the
chairman in this regard.
The committee further has the
responsibility and authority to consider
and make recommendations to the
Board on, inter alia, the remuneration
policy of the Company, the payment
of performance bonuses, executive
remuneration, short, medium and longterm incentive schemes and employee
retention schemes.
The committee uses external market
surveys and benchmarks to determine
executive directors’ remuneration
and benefits as well as Non-Executive
Directors’ base fees and attendance
fees. Delta’s remuneration philosophy
is to structure remuneration packages
in such a way that long and shortterm incentives are aimed at achieving
business objectives and the delivery of
shareholder value.
The Remuneration and Nomination
Committee met twice prior to the end of
the financial year.

52

Refer to the Remuneration and
Nomination Committee report on pages
62 and 63.

Investment Committee
The Board’s Investment Committee
comprises Jorge Da Costa (chairperson),
Nooraya Khan and Paul Simpson.
The committee was and continues
to be constituted so as to ensure
independence, objectivity and industry
expertise.
The Investment Committee’s role
continues to be to recommend
appropriate investment strategies and
guidelines to the Board to ensure that
Delta’s investments are in line with the
Group’s investment policy and overall
strategy and vision as approved by
the Board.
The committee also recommends
and effects acquisitions and disposals
within the approved investment policy
and authority limits, and ensures that
appropriate due diligence procedures
are followed when acquiring or disposing
of assets.
The committee’s intention is to
meet at least four times a year to
consider acquisitions and disposal of
assets in line with the Group’s overall
strategy and recommends investment
strategies and guidelines to the Board
to ensure appropriate investment of
unitholder funds. The committee met
seven times prior to the end of the
financial year.

Transformation, Social, Ethics
and Sustainability Committee
The Board’s Transformation, Social,
Ethics and Sustainability Committee
comprises Nooraya Khan (chairperson),
JB Magwaza, Bronwyn Corbett,
Ipeleng Mkhari and Sandra Mqina.
The committee continues to monitor
the Company’s activities, having regard
to any relevant legislation, other legal
requirements and prevailing codes
of best practice, in respect of social
and economic development, good
corporate citizenship (including the
promotion of equality, prevention of unfair
discrimination, the environment, health
and public safety, and the impact of the
Company’s activities and of its products

or services), consumer relationships and
labour and employment issues.
This committee is responsible for
formalising the required ethical
standards in dealings with all stakeholder
groups, including suppliers, customers,
business partners, government,
communities and society at large.
Delta continues to be committed to
promoting the highest standards of
ethical behaviour amongst all persons
involved in the Group’s operations and
continues to adopt a Code of Conduct
(Ethics) for the Company. The Company
has zero tolerance for the committing
or concealment of fraudulent acts by
employees, contractors or suppliers.
All employees are inducted into the code
and are expected to subscribe to and
comply with it fully. Any contravention will
be dealt with through formal disciplinary
procedures.
The committee further advises the Board
on all relevant aspects that may have
a significant impact on the long-term
sustainability of the Company and which
influence the Company’s triple bottom
line reporting.
The committee also draws to the
attention of the Board, matters within
its mandate and reports to the linked
unitholders at the Company’s Annual
General Meeting on such matters.
In order to carry out its functions,
the committee is entitled to request
information from any directors or
employees of the Company, attend and
be heard at linked unitholders’ meetings,
and receives notices in respect of such
meetings.
Delta has outsourced its asset
management and property management
services. The Board has ensured that
the asset manager and the property
managers have adopted appropriately
aligned corporate citizenship policies.
The Board has considered the impact
of its property holding business on the
environment, society and the economy.

Refer to the Sustainability report on
page 60 and the Transformation report
on page 61.

Directors’ dealings,
professional advice and
conflicts of interest
The Company’s policy of prohibiting
dealings by directors and certain other
managers in periods immediately
preceding the announcement of its
interim and year end financial results,
any period while the Company is trading
under cautionary announcement and
at any other time deemed necessary
by the Board, remain in place. The
policy continues to be managed by the
Company Secretary with the persons
authorised to clear directors for trading
in open periods being the chairman and
in his absence (or in the case of any
potential conflict) the Lead Independent
Director and in her absence (or in
the case of any potential conflict)
the chairman of the Audit, Risk and
Compliance Committee.
The Board has established a procedure
for directors, in furtherance of their
duties, to take independent professional
advice, if necessary, at the Company’s
expense. All directors have access to
the advice and services of the Company
Secretary.
The Board has also established a
procedure for the directors to guard
against any potential conflicts of interest.
Directors are required on an annual
basis to submit written declarations
of interests and directorships to the
Company Secretary. At each meeting
of the Board, directors confirm any
changes to their interests. Should there
be any potential and/or deemed conflicts
they are immediately addressed and
appropriate action is taken.
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The Company Secretary

Post year end

Paula Nel, a suitably qualified,
competent and experienced Company
Secretary has been appointed and
appropriately empowered to fulfil
duties and provide assistance to the
Board. The Company Secretary is
not a director of the Company and
has an arm’s length relationship with
the Board, who can also remove her
from office.

With the retirement (at the Annual
General Meeting) of Mr Schmidt as a
member of the Board and subsequently
as a member of the Audit, Risk and
Compliance Committee the committee
composition will become non-compliant
with both King III and Section 3.84(d)
of the JSE Listings Requirements.
The JSE have been informed of this
potential non-compliance and also
of the fact that the Delta Board is
in the process of making director
appointments and subsequent
committee appointments that will
ensure Delta is compliant.

The Company Secretary continues
to provide the Board as a whole and
directors individually with detailed
guidance as to how their responsibilities
should be properly discharged in the
best interests of the Company. She also
provides a central source of guidance
and advice to the Board, and within
the Company, on matters of ethics
and good corporate governance. The
Company Secretary is subjected to an
annual evaluation by the Board.
The Board is satisfied with the
expertise, experience, competence and
qualifications of the Company Secretary
and confirms that the relationship
between the Board and the Company
Secretary remains arm’s length.

Legal and compliance
The Board ensures that all legal
and legislation-related matters are
addressed at each Board meeting
and, specifically, that all new legislation
which affects the Company is discussed
in detail.
Delta continues to expand the checklist
of requirements to incorporate all the
requirements of the King III Report and
Companies Act, amongst others, and
continues to strive for full compliance.
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King III

COMPLIANCE REVIEW

The Board endorses the Code of
Corporate Practices and Conduct as
contained and recommended in King III
and the JSE Listings Requirements.
The Board needs to strive to ensure that
the interests of all the Fund’s stakeholders
are properly protected and that adherence
to the principles of good corporate
governance espoused by King III remains
a commitment of the Group. It is the
intention of all directors that the principles
of integrity and the highest ethical
standards are upheld by all who serve the
Fund and its stakeholders.
Management are satisfied that the proper
governance structures exist and are
operational within the Fund, and it is their
intention to implement, on a prioritised
basis, the procedural recommendations
that have emanated from the King III
Report as well as legislative changes.
They have completed the King III
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Compliance Checklist included as
Annexure A to this report.
For the 2014 financial year, with the
exception of those items outlined below,
management hereby confirms that the
Fund has complied with King III.
Note 1 The chairman of the Board is
an Independent Non‐Executive
Director. Mr JB Magwaza was
appointed Non‐Executive chairman
on listing (02 November 2012)
and his shareholding in the Fund
is not considered material so he
is deemed to be independent.
The Board is of the view that his
experience and business skills
would far outweigh any perceived
lack of independence. In addition
Ms N Khan is appointed Lead
Independent Director.

Note 2 A full Board evaluation will be
completed at the Board meeting in
June as will the various Committee
evaluations which be completed at
their May meetings.
Note 3 Compliance with laws, codes,
rules and standards – based on
the compliance “universe” that
has been identified and approved
by the Board, management are
in the process of establishing
the various levels of compliance
and only then can the Board
have an understanding of the
relevance and implications of
non-compliance. Compliance with
the JSE Listings Requirements,
Companies Act and Tax Act are in
place.

ANNEXURE A
King III checklist
Key: √ Compliant # Partially compliant ‡ Under review X Non‐compliant
Note
Ethical leadership and corporate citizenship
Effective leadership based on an ethical foundation

√

Fund is seen as a responsible corporate citizen

√

Effective management of the Company’s ethics

√

Assurance statement on ethics in Integrated Report

√

Board and directors
The Board is the focal point for and the custodian of corporate governance

√

Board appreciated that strategy, risk, performance and sustainability are inseparable

√

Directors act in the best interest of the Company

√

The chairman of the Board is an independent non‐executive director

1

√

The CEO has been appointed

√

Framework for the delegation of authority has been established

√

The Board comprises a balance of power, with a majority of non‐executive independent directors

√

Directors are appointed through a formal process

√

Formal induction and ongoing training of directors is conducted

√

The Board is assisted by a competent, suitable qualified and experienced Company Secretary

√

Regular performance evaluation of the Board, its committees and the individual directors.

2

A governance framework has been agreed between the Group and the Subsidiary Boards

#
N/A

Appointment of well‐structured committees and an oversight of key functions.

√

Directors and executives are remunerated fairly and responsibly.

√

Remuneration of directors and certain senior executives is disclosed

√

The Company’s remuneration policy is approved by its shareholders

√

Audit Committee [Audit, Risk & Compliance (AR&C) Committee]
Effective and independent

2

#

Members are to be suitably skilled and experienced independent, Non‐Executive Directors

√

Chaired by an independent Non‐Executive Director

√

Oversees integrated reporting

√

Ensure a combined assurance model is applied to optimise assurance activities.

3

√

Satisfies itself of the expertise, resources and experience of the Company’s finance function

√

Oversees internal audit

√

Recommends the appointment of the external auditors

√

Integral to the risk management process

√

Oversees the external audit process

√

Reports to the Board and shareholders on how it has discharged its duties

√
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Note
The governance of risk
The Board is responsible for the governance of risk and setting levels of risk tolerance

√

The AR&C Committee assists the Board in carrying out its risk responsibilities

√

The Board delegates the risk management plan to management (including design, implementation and monitoring)

√

The Board ensures that risk assessments and monitoring is performed on a continual basis

√

Frameworks and methodologies are implemented to increase the probability of anticipating unpredictable risks

√

Ensure management considers and implements appropriate risk responses

√

Ensure continual risk monitoring by Management

√

The Board receives assurance on the effectiveness of the risk management process

√

Ensure sufficient, timeously risk disclosure to stakeholders

√

The governance of information technology (“IT”)
The Board is responsible for IT governance

√

IT is aligned with the performance and sustainability objectives of the Company

√

Management is responsible for the implementation of an IT governance framework.

√

The Board monitors and evaluates significant IT investments and expenditure

√

IT is an integral part of the Company’s risk management

√

IT assets are managed effectively

√

The Audit, Risk & Compliance Committee assist the Board in carrying out its IT responsibilities

√

Compliance with laws, codes, rules and standards
The Board ensures that the Company complies with applicable laws
The Board and directors have a working understanding of the relevance and implications of non‐compliance

√
3

#

Compliance risk forms an integral part of the Company’s risk management process

√

The Board has delegated to management the implementation of an effective compliance framework and processes

√

Internal audit
Ensure effective risk-based internal audit

√

The internal audit function is independent of management

√

Internal Audit provide a written assessment of the effectiveness of the Company’s system of internal control and risk
management

√

AR&C Committee oversees Internal Audit

√

Internal audit is strategically positioned to achieve its objectives

√

Remuneration and nominations committee
The chairman of the committee is an independent non‐executive director
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√

Note
Governing stakeholder relationships
Appreciate that stakeholders’ perceptions affect a Company’s reputation

√

Delegate management to proactively deal with stakeholder relationships

√

Strive for an appropriate balance between the various stakeholder groupings

√

Ensure equitable treatment of shareholders

√

Transparent and effective communication with stakeholders is essential

√

Ensure disputes are resolved effectively and timeously

√

Integrated reporting and disclosure
The Board ensures the integrity of the Company’s Integrated Report

√

Sustainability reporting and disclosure is integrated with the Company’s financial reporting

√

Sustainability reporting and disclosure is independently assured

√
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Stakeholder

ENGAGEMENT
Delta is fully committed to the
principles of the Code of Corporate
Practices and Conduct set out
in King III. Delta has adopted a
stakeholder-inclusive approach
to corporate governance.

In so doing, the directors recognise the
need to conduct the enterprise with
integrity and in accordance with generally
acceptable corporate practices. This
includes timely, relevant and meaningful
reporting to linked unitholders and other
stakeholders providing a proper and
objective perspective of the Company
and its activities.
The directors have, accordingly,
established mechanisms and policies
appropriate to the Company’s business
in keeping with its commitment to best
practices in corporate governance in
order to ensure compliance with King III.
The Board will review these from
time to time.
The directors recognise that creating
wealth and delivering value to all
stakeholders are pre-requisites for
sustainability of the business as
a going concern.
Delta is committed to reporting openly on
the key issues affecting the Company’s
operations, its corporate governance
practices and any other information
which may have a material effect on
the decisions of stakeholders. The
directors are cognisant that stakeholder
perception may have an impact on the
reputation of the Company and, as such,
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the Board, as the ultimate custodian
of corporate reputation and stakeholder
relationships, considers a blend of
shareholder and stakeholder interests in
the context of its overarching duty to act
in the best interests of the Company.
Management engages with analysts
and unitholders on a regular basis to
ascertain expectations and perceptions
of the Company. They also take
particular responsibility for managing the
relationship with the Department
of Public Works, as government is a
major tenant in Delta’s commercial
property portfolio.
Delta is a member of SAPOA, the PLSA
and the IPD.
The Company manages its capital to
ensure that it will be able to continue as
a going concern while maximising the
return to the stakeholders through the
optimisation of the debt equity balance.
The capital structure of the Company
consists of equity attributable to equity
holders, comprising issued capital and
retained earnings.

Stakeholder group

Engagement

Unitholders and investors

Annual General Meetings
Annual and interim reports
Results presentations
Continuous one-on-one meetings with investors and analysts
Road shows
Media announcements
SENS
Website updates
Compliant and transparent reporting

Banks and financiers

One-on-one meetings between management and funders
Cash flow and solvency forecasts
Report to financial stakeholders
Monitoring of key financial ratios
Interest rates fixed between three and five years through
fixed rate contracts
Property visits
Ongoing negotiations with bankers and financiers to offer
better rates and conditions
Consideration of alternative sources of capital by the Board
and corporate advisors
Integrated Report

Tenants

Government – management liaises regularly with
the Department of Public Works
Regular site visits
Formal communication via email and letters
Management meetings with senior staff of all major tenants

Suppliers/Service
providers

Supplier performance is monitored regularly

Employees

Performance and development reviews

Tenders are awarded based on price and quality

Direct communication
Open door policy by CEO and CFO
Flat reporting structure
Media

Press releases
Television interviews
One-on-one meetings
Invitation to presentations

Regulatory bodies

Regular contact with JSE and SARS

National government

Engaging with government at national, provincial,
council and local levels
Regulatory submissions

Communities

Corporate social investment
Constructive and transparent engagement

Industry bodies

Memberships of SAPOA, PLSA and IPD
Relationships
Events
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Sustainability
Inner city rejuvenation
Delta has differentiated itself as a niche
operator specialising in nodes and assets
attractive to government and other
empowerment sensitive tenants.
As a result of its strategy, the Fund has
significant representation in major CBD
nodes, especially in Pretoria and Durban.
Cabinet’s decision to locate government
departments in city centres has
contributed to a resurgence of interest
in the Johannesburg and Pretoria CBD.
This was further supported by the
upgrade of inner city transport systems
and increased availability of quality
accommodation which led to positive
changes in socio-economic dynamics.
To further sustain the inner city
resurgence, Delta has engaged with
other major CBD landlords and other
stakeholders and a firm strategy
around security, cleanliness and overall
infrastructure development is being
formalised.
The strategy involves key retail tenants
who, as a result of the rejuvenation,
returned to the inner city.
In brief, Delta’s strategy include:
KwaZulu-Natal (Durban CBD)
Delta is formalising discussions with the
Durban council regarding its involvement
in environmental management and
security.

Tshwane (Pretoria CBD)
Delta is in the process of formalising its
participation in the inner city rejuvenation
programme of a major existing landlord
within the CBD. The intention is to
expand this programme to include Delta
assets and common areas.
Johannesburg CBD
During the year under review, Delta
significantly expanded its exposure
to single tenanted assets in the
Johannesburg CBD. A number of the
acquired assets had existing strategic
alliances with regards to inner city
rejuvenation, safety and security in place.
It is Delta’s intention to continue and
build on these strategies going forward.
Environmental management
A key value driver is Delta’s ability to
acquire C-grade and D-grade strategic
assets and refurbish these to A-grade
and B-grade status which puts it in a
unique position to upgrade and renovate
these assets in line with environmental
best practice. Particular focus is
placed on improved energy and water
consumption as well as greening, where
practical.
Delta’s sustainability strategy includes
applying best practice refurbishment
principles to other large assets within its
portfolio, particularly lamp replacement
and other energy saving projects.
During the year under review, the
following renovation projects were in
progress, with the expected completion
dates in the 2015 financial year:
Forum building
The renovation project include offices
and meeting rooms, new lifts, kitchens,
ablutions and parking areas. Part of the
environmental management programme
included the replacement of lighting at
a cost of R2.4 million. The expected
savings from a reduction in electricity
consumption is estimated to be more
than R1 million per annum.
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Other refurbishments
Other refurbishments that commenced
after year end include SARS Randburg,
the CMH building refurbishment in the
Durban CBD and Liberty Towers (subject
to approval). Refurbishment principals
include the use of natural light and air
circulation, water reticulation and energy
efficient lighting and air conditioning
where possible.

Corporate Social Initiatives
Delta is in the process of formalising its
Social Economic Development Strategy
(SED Strategy). As reported in the prior
year, the Fund intends to strategically
focus on areas where it can make the
largest impact. Areas identified include
the communities in and around the areas
where Delta’s assets are located, skills
development and environmental impact.
To this end, the Fund placed particular
focus on empowerment through
education, be it through partnerships,
participation in existing initiatives or
spearheading new initiatives.

Transformation

Partnership with Women’s Property
Network (WPN)
During the year under review, Delta
partnered with WPN in sponsoring the
WPN Education Trust. The Trust has
been in existence since 2008 and its
primary goal is the promotion of the role
women play in the property sector. As
its main function, the WPN Education
Trust (Trust) identifies female students
(predominantly from disadvantaged
backgrounds) who are studying towards
property related qualifications, and
awards bursaries to them.
Through Delta’s involvement the objective
is to expand the involvement of the Trust
to include mentorship programmes and
to facilitate the opportunity for bursary
recipients to gain practical experience
over holidays where possible. An amount
of R522 330 was pledged to the WPN
Education Trust for the year under review
and nine applicants were selected for
bursary awards.
Education initiative at Ndukwenhle
High School
Ndukwenhle High School is situated in
Umlazi Township in Durban. As a landlord
with assets totalling approximately
587 000 m2 in the CBD, Delta has
a strong presence in Durban. In terms
of its SED Strategy, Delta saw it fit
to contribute towards education in
this region.

Afrika Tikkun Cradle to Career initiative
Afrika Tikkun provides essential services
that strengthen families and support
child development from “Cradle to
Career”. The organisation aims to
provide underprivileged children with a
solid platform by addressing educational,
health and socio-economic needs
throughout their development into young
adults, equipping them with the skills
and knowledge to positively contribute
to society.

The Delta team and service providers
collected Easter eggs, chocolate bunnies
and soft toys to make 280 Easter
hampers which was handed over during
a celebration at the Afrika Tikkun
Early Development Centre in Diepsloot
and Soweto.
SED targets
During the year under review, Delta
exceeded its target of R522 330
reported in the previous year, with a
total contribution of R753 185 to the
above initiatives.
The Fund intends to provide ongoing
support to these and other identified
initiatives in terms of its SED strategy,
focusing on partnerships, communitydriven projects and bursaries for
underprivileged individuals intending on
entering the property sector.

Transformation
Empowerment
Delta’s empowered status, especially
that of its asset manager continues to
be a beachhead for sustained growth in
the sector.

Delta furbished their media centre
with 32 laptops, a server, printer and
projector. In addition, Delta improved
safety and security of the media centre
by installing a CCTV camera. The
contribution totalled R230 855.
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Delta’s portfolio is managed by MPI PAM,
a 100% black owned and managed
entity. During the year under review,
MPI PAM improved its empowerment
status from a Level 3 B-BBEE contributor
to a Level 1 contributor in terms of the
Property Charter.
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MPI PAM provides the asset
management skills and expertise to Delta
and ensures the Fund’s key deliverables
are executed to expectation. MPI PAM
has a specific mandate and focus on
transformation in the workplace, the
female and black staff being afforded
opportunities to improve their skills
and pursue prospects in senior
management levels.
Delta maintained its status as a Level 2
contributor to the Charter, and remains
a landlord of choice for empowerment
sensitive tenants.
Procurement and Enterprise
Development
To give effect to its empowerment focus,
Delta will procure from suppliers with a
Level 1 to Level 4 B-BBEE contribution
rating, with key focus placed on suppliers
qualifying as small, medium and microenterprises, 100% black owned or
majority female owned businesses.
These targets are reported and
monitored by Delta monthly.
The majority of Delta’s property
management commitments are
contracted to MPI PAM, a 100% black
owned and managed property company
with a Level 1 B-BBEE contributor status.
Delta further supports the DPW’s
Incubator Programme through its
preferential procurement policy to
enhance enterprise development
in relation to suppliers in the
property sector.
The purpose of the DPW’s Incubator
Programme is to create an enabling
environment within which selected
existing contracting enterprises can
develop sustainably and comprises
two elements:
▶ Steady access to work opportunities;
and
▶ Support of growing enterprises
through a structured
mentorship-centred enterprise
development programme.
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Remuneration and

NOMINATION COMMITTEE
REPORT
Introduction from the chairman of the Remuneration and Nomination Committee
Dear linked unitholder,
It is with great pleasure that I present to you the Delta’s Remuneration and Nomination report for the year ended 28 February 2014.
During the year under review, Sandile Nomvete conducted his duties as CEO of the Fund and Bronwyn Corbett as the CFO and COO of
the Fund.
As previously reported at the time of appointment both positions were benchmarked against industry norms utilising the services
of Delta’s sponsor, Nedbank Capital. They have in this current year been benchmarked against their peers in the listed property
environment.
Delta has continued with its structure that includes an external management structure, with all asset management staff employed
by the asset management company MPI PAM. The only staff that continue in the employ of Delta are the CEO and CFO. The asset
management company’s performance continues to be closely monitored by Delta, by a performance-driven asset management
agreement and the management of MPI PAM staff is dealt with through this structure. All the staff employed by MPI PAM continue to
be managed by utilising the same deliverables as Delta and are incentivised with shares in Delta.
Both the CEO and CFO have significant shareholdings in Delta and are aligned not only with the interests of the unitholders but with
the key performance drivers of the business. They are incentivised closely on performance utilising key deliverables which are closely
monitored and to date have shown exceptional delivery against these deliverables.

Karl Schmidt
Chairperson
26 August 2014
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Remuneration strategy
and policy
Delta acknowledges the role of human
capital in its business and as such seeks
to ensure that its staff and those of
its asset manager are well incentivised
and that there is alignment between
the employees, the Fund’s objective and
the unitholders.
The Remuneration and Nomination
Committee have implemented and
adopted certain policies and procedures
that are mirrored by the Fund’s asset
manager. The committee endeavours to
ensure that:
Its remuneration practices as well as
those of its asset manager will at all
times be compliant with the laws and
regulations of South Africa;
Quality staff are retained and
developed within the Fund and its
asset manager;
Remuneration is benchmarked
against the industry;
Remuneration and performance
are inextricably linked and the
remuneration policies are structured
in such a way as to ensure this link is
ongoing;
Employees are fairly remunerated
across the Fund and its asset
manager and equal opportunity is
afforded to all employees;
All remuneration policies and
practices are transparent.

Remuneration philosophy
Delta’s remuneration philosophy
continues to take a holistic approach and
plays an integral part in supporting and
achieving Delta’s business strategies.
It is designed to motivate and reinforce
individual and team performance and
integrates financial and non-financial
rewards and benefits. The Company
embraces defensible differentiation
as a concept and this philosophy is
applied equitably, fairly and consistently
in relation to job responsibility, the
employment market and personal
performance.

Strategic objectives
The remuneration framework’s strategic
objectives are to:
Support the attainment of Delta’s
business strategies;
Attract, motivate and retain
employees;
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Compete in the market place to be a
preferred employer;
Encourage superior performance,
reward individual, team and business
performance;
Be flexible and competitive;
Support the Delta values.

The value of remuneration
packages
The value of employee remuneration is
normally related to:
Individual performance measured
by the results achieved in relation
to agreed performance outputs and
indicators;
The relative value of the position
within the job hierarchy in the
Company;
Individual Company/legal entity
affordability;
The market value of jobs;
The achievement of team and
organisational objectives.

Remuneration is split into:
Salary
Short-term incentives
Paid annually as a bonus and
are based on the achievement of
pre-determined performance and
other criteria. The pre-determined
performance is based on the
balanced scorecard model covering
the performance criteria. The
bonus is at the sole discretion of
the Remuneration and Nomination
Committee. The option of taking
up shares in lieu of cash is made
available to the bonus recipient.
Delta has a performance-based
pay policy, designed to ensure that
the executives have an element of
their total remuneration tied to the
achievement of Delta’s objectives.
Delta’s Short-term Incentive Reward
Plan (the Plan) is aimed at the
strategic staff only.

Long-term incentives
No long-term incentives were paid in
the 2014 financial year. The current
employees of Delta hold significant
shareholding in Delta. The long-term
incentives going forward will still
be presented and finalised by the
Board. However it is the intention to
incentivise the executives utilising a
long-term incentive structure.
Refer to note 22 of the annual
financial statements for all benefits
paid to directors.

Governance of remuneration
Remuneration Committee
Delta continues to place a premium
on sound corporate governance
in all aspects of its business. The
Remuneration Committee of the
Board comprises non-executive
Board members, COO/CFO and CEO.
Financial year
Delta’s financial year runs from
01 March to the last day of February
each year. The remuneration cycle,
measurement of performance and
performance contracting is normally
aligned with the financial cycle.
Implementation of annual
adjustments
Annual adjustments are implemented
once per calendar year at agreed
times, depending on agreements and
practices in each business unit/legal
entity and the category of staff.
Budget constraints
Sound financial management
continues to ensure that the
increase in the total salary expense
of the business unit complies with
budget constraints and supports
the business objectives. These
guidelines are followed with due
consideration of all factors impacting
each specific business unit.

The Plan links reward to
performance at the organisational
strategic levels and is dependent on
the achievement of Delta’s objectives
and business unit/functional
objectives, with the performance
appraisal score directly linked to the
bonus criteria to be determined on
an annual basis.
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Annual financial
statements
Directors’ responsibilities and approval
Declaration by the Group Company
Secretary
Audit, Risk and Compliance Committee
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Directors’ report
Statement of financial position
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Statement of changes in equity
Statement of cash flows
Notes to the Group annual financial
statements
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These annual financial statements have
been audited in compliance with the
applicable requirements of the Companies
Act of South Africa.
Preparer:
Bronwyn Corbett (CFO)
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Directors’ Responsibilities
AND APPROVAL

The directors are required in terms of the Companies Act, to maintain adequate accounting records and are responsible for the
content and integrity of the Group annual financial statements and related financial information included in this report. It is their
responsibility to ensure that the Group annual financial statements fairly present the state of affairs of the Group as at the end of
the financial year and the results of its operations and cash flows for the period then ended, in conformity with International Financial
Reporting Standards, the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee and Financial Reporting
Pronouncements as issued by the Financial Reporting Standards Council and in the manner required by the Companies Act. The
external auditors are engaged to express an independent opinion on the Group annual financial statements.
The consolidated and separate financial statements have been prepared in accordance with International Financial Reporting
Standards, and the Companies Act, and are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements and estimates.
The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the Group
and place considerable importance on maintaining a strong control environment. To enable the directors to meet these responsibilities,
the Board sets standards for internal control aimed at reducing the risk of error or loss in a cost effective manner. The standards
include the proper delegation of responsibilities within a clearly defined framework, effective accounting procedures and adequate
segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout the Group and all employees are
required to maintain the highest ethical standards in ensuring the Group’s business is conducted in a manner that in all reasonable
circumstances is above reproach. The focus of risk management in the Group is on identifying, assessing, managing and monitoring all
known forms of risk across the Group. While operating risk cannot be fully eliminated, the Group endeavours to minimise it by ensuring
that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures
and constraints.
The directors are of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the financial records may be relied on for the preparation of the Group annual financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against
material misstatement or loss.
The directors have reviewed the Group’s cash flow forecast for the year to 28 February 2015 and, in light of this review and the
current financial position, they are satisfied that the Group has or has access to adequate resources to continue in operational
existence for the foreseeable future.
The external auditors are responsible for independently reviewing and reporting on the Group annual financial statements. The Group
annual financial statements have been examined by the Group’s external auditors and their report is presented on page 70.
The Group annual financial statements which have been prepared on the going concern basis, were approved by the board of directors
on 26 August 2014 and were signed on its behalf by:

SH Nomvete

BA Corbett

CEO

CFO
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Declaration by the

GROUP COMPANY SECRETARY
in respect of Section 88(2)(e) of the Companies Act

In terms of section 88(2)(e) of the Companies Act, I certify that the Group has lodged with the Commissioner all such returns as are
required of a public company in terms of the Companies Act and that all such returns are true, correct and up to date.

Paula Nel
Company Secretary
26 August 2014
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Audit, Risk and Compliance
COMMITTEE REPORT

The Audit, Risk and Compliance Committee is an independent statutory committee and, in addition to having specific statutory
responsibilities to the unitholders in terms of the Companies Act, also assists the board through advising and making submissions on
financial reporting, oversight of the risk management process and internal financial controls, the external and internal audit functions
as well as the statutory and regulatory compliance of the Company.

Terms of reference
The committee has adopted a formal charter which has been approved by the board and have been incorporated in the board charter.

Composition and meetings
The committee consists of three Non-Executive Directors, all of whom are independent.
At 28 February 2014 and at the date of this report the Audit, Risk and Compliance Committee comprised the following directors:
Director

Period served

Karl Schmidt (Chairperson)

02 November 2012 – current

Nooraya Khan

02 November 2012 – current

Paul Simpson

02 November 2012 – current

The CEO, the CFO, Senior Financial Management of the Asset Manager and representatives from the external auditors attend the
committee meetings by invitation only. The external auditors have unrestricted access to the committee.
In accordance with its charter, the committee met four times prior to the end of the financial year.

Statutory duties
In the execution of its statutory duties relating to the financial year under review, the Audit, Risk and Compliance Committee:
Nominated and recommended BDO for appointment, as external auditors of the Company under section 90 of the Companies Act,
a registered auditor who, in the opinion of the committee, is independent;
Determined the fees to be paid to the auditors and the auditor’s terms of engagement;
Ensured that the appointment of the auditor complied with the provision of the Companies Act, and any other legislation relating to
the appointment of auditors;
Determined the nature and extent of any non-audit services that the auditor may provide to the Company or Group;
Pre-approved any proposed agreement with the auditor for the provision of non-audit services to the Company or Group;
Prepared a report, which has been included in the annual financial statements of the Company for the financial year under review;
Received and dealt appropriately with any concerns or complaints, whether from within or outside the Company, or on its own
initiative, in relation to the matters as set out in the Companies Act; and
Made submissions to the board on any matter concerning the Company’s accounting policies, financial control, records and
reporting.

Delegated duties
In addition to its statutory duties, the Audit, Risk and Compliance Committee also performed the following duties:
Oversight over the risk management by reviewing and approving the key risks facing the Group;
Reviewed the scope and report provided by the internal auditors;
Reviewed the effectiveness of the internal financial controls;
Assisted the board in its review of the Group’s risk management and compliance policies; and
Reviewed the expertise and experience of the CFO, and the finance function.
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Regulatory compliance
The committee has complied with all the applicable regulatory and legal responsibilities.

External audit
Based on processes followed by the committee and assurances received from the external auditor, nothing has come to our attention
with regards to the independence of the external auditor.
Based on our satisfaction with the results of the activities outlined above we have recommended to the board that BDO should be reappointed for the financial year ending 28 February 2015.

Internal audit
The committee approved the appointment of Grant Thornton for internal audit services for the Group.

Terms of engagement and fees paid to external auditor
The committee, in consultation, with executive management, agreed to the engagement letter, terms, audit plan and budgeted audit
fees for the financial year ended 28 February 2014. The committee considered the fee to be fair and appropriate.
Information relating to non-audit services provided by the appointed external auditors of the Company has been disclosed in the notes
to the annual financial statements. Separate disclosures have been made of the amounts paid to the appointed external auditors for
non-audit services as opposed to audit.

Finance function
The committee has reviewed the consolidated and separate financial statements of the Group, and is satisfied that they comply with
International Financial Reporting Standards.
The external auditor has expressed an unqualified opinion on the annual financial statements for the year ended 28 February 2014.
We are satisfied that Mrs BA Corbett, the CFO, has the appropriate expertise and experience to meet her responsibilities in that
position as required by the JSE.
We are satisfied with:
The expertise and adequacy of resources within the finance function;
The experience of the senior financial management staff.
In making these assessments we have obtained feedback from the external auditors.
Based on the processes and assurances obtained we believe that the accounting practices are effective.

Going concern
The committee through its review of the 2015 budget and discussions with executive management reported to the board that it
supports management’s view that the Company will continue to operate as a going concern for the foreseeable future.

Integrated report
The committee has reviewed and commented on the financial statements and the disclosure of sustainability issues included in this
Integrated Report to ensure that they are reliable and do not conflict with the financial information disclosed in this Integrated Report.
This Integrated Report was recommended to the board for approval.
On behalf of the Audit, Risk and Compliance Committee:

KE Schmidt
Chairperson
26 August 2014
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Report of the

INDEPENDENT AUDITORS
To the unitholders of Delta Property Fund Limited
We have audited the consolidated and separate financial statements of Delta Property Fund Limited, as set out on pages 74 to 119,
which comprise the statements of financial position as at 28 February 2014, the statements of comprehensive income, statements
of changes in equity, 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 Consolidated Financial Statements
The Company’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 Companies Act of South Africa,
and for such internal controls as the directors determine is necessary to enable the preparation of the consolidated and separate
financial statements that are free from material misstatement, 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 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 Group annual financial
statements. The procedures selected depend on the auditors’ judgement, including the assessment of the risks of material misstatement
of the Group annual 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 consolidated and separate 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 the directors, as well as evaluating the overall presentation of the Group annual 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 Delta Property Fund Limited as at 28 February 2014, and its consolidated and separate financial performance and
consolidated and separate cash flows for the year then ended in accordance with International Financial Reporting Standards, and the
Companies Act of South Africa.

Other reports required by the Companies Act of South Africa
As part of our audit of the consolidated and separate financial statements for the year ended 28 February 2014, we have read the
Directors’ Report, the Audit, Risk and Compliance Committees’ Report and the Company Secretary’s Declaration 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.

BDO South Africa Incorporated

22 Wellington Road

H. Bhaga Muljee

Parktown

Partner

Johannesburg

Registered auditor

2193

26 August 2014
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Directors’
REPORT

The board has pleasure in submitting its directors’ report for the year ended 28 February 2014.

Nature of business
Delta, a variable rate property loan stock company, is listed on the JSE under the Financial Real Estate sector. Delta’s primary business
is long-term investment in quality, rental generating properties. As at 28 February 2014 the Group owned a portfolio of 77 (2013: 20)
high-grade commercial properties valued at R7.0 billion (2013: R2.1 billion) located in all the provinces in South Africa.

Year under review
The operating results and state of affairs of the Company and Group for the year ended 28 February 2014 are fully set out in the
attached Group annual financial statements.

Stated and debenture capital
The Company’s authorised share capital comprises of 3 000 000 000 ordinary shares of no par value. Each ordinary share is linked
to one variable rate debenture of R1.15 each. The Company’s ordinary shares and debentures trade as linked units on the JSE.
During the current financial period capital was raised as follows:
▶ 119 047 599 linked units through a rights issue at a price of R8.40 per linked unit;
▶ 24 740 304 linked units issued for cash in terms of a general authority at a price of R8.40 per linked unit; and
▶ 120 787 557 linked units issued as consideration for investment property.
There were 429 510 825 linked units in issue at 28 February 2014 (2013: 164 935 365).

Dividends and interest distribution
The Company distributes all distributable earnings as interest on the debentures and, accordingly, no dividend has been declared or
paid during the year.
The following distributions have been declared in respect of the year under review:
▶ Distribution number 02 of 32.51 cents per linked unit for the period ended 31 August 2013.
▶ Distribution number 03 of 40.18 cents per linked unit for the period ended 28 February 2014.

Directors
The directors of the Company during the year and to the date of this Report are as follows:
Name
SH Nomvete

CEO

Executive

BA Corbett

CFO, COO

Executive

JB Magwaza

Chairman

Non-Executive

JJG Da Costa

Independent Non-Executive

N Khan

Lead Independent Non-Executive

IN Mkhari

Non-Executive

KE Schmidt

Independent Non-Executive

PD Simpson

Independent Non-Executive

Secretary
The secretary of the Company is Paula Nel of Paula Nel Corporate Solutions.

Auditors
BDO South Africa Incorporated will continue in office in accordance with section 90 of the Companies Act, subject to the approval of
the linked unitholders at the upcoming AGM.

DELTA PROPERTY FUND

Integrated Report 28 February 2014

71

ANNUAL FINANCIAL STATEMENTS

Directors’ REPORT (continued)

Going concern
The directors are of the opinion that the Group has adequate resources to continue operating for the foreseeable future and that
it is appropriate to adopt the going concern basis in preparing the Group annual financial statements. The directors have satisfied
themselves that the Group is in a sound financial position and that it has access to sufficient borrowing facilities to meet its foreseeable
cash requirements.

Directors’ interest
The interests of the directors in the linked units of the Company were as follows:
As at 28 February 2014:
Beneficial
Direct

Indirect

Total

Executive Directors
BA Corbett
SH Nomvete

50 957

4 339 480

4 390 437

–

18 238 337

18 238 337

Non-Executive Directors
JB Magwaza
IN Mkhari

1 965 820

–

1 965 820

–

12 158 465

12 158 465

2 016 777

34 736 282

36 753 059

There have been no changes to these holdings between 28 February 2014 and the date of approval of the annual financial
statements, 26 June 2014:
As at 28 February 2013:
Beneficial
Direct

Indirect

Total

Executive Directors
BA Corbett
SH Nomvete

27 277

2 868 243

2 895 520

–

12 085 745

12 085 745

Non-Executive Directors
JB Magwaza
IN Mkhari

1 305 103

–

1 305 103

–

12 058 465

12 058 465

1 332 380

27 012 453

28 344 833

Directors’ interest in contracts
The Company has entered into the following contracts, in which certain directors have a material interest:
Asset Management
MPI PAM, a company owned by JB Magwaza and entities controlled by Sandile Nomvete and Ipeleng Mkhari, is the appointed asset
manager of Delta. The fee payable by Delta to MPI PAM for all asset management and operational management services is a monthly
fee of 1/12 of 0.45% of the aggregate of the market capitalisation and the borrowings of Delta (“Enterprise Value”), where the Enterprise
Value is less than R4 billion. Where the Enterprise Value is equal to or more than R4 billion but less than R5 billion, the fee shall equal
an amount 1/12 of 0.40% of the Enterprise Value. Where the Enterprise Value is equal to or more than R5 billion, the fee shall equal an
amount 1/12 of 0.35% of the Enterprise Value.
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Property Management
MPS, a company owned by entities controlled by Sandile Nomvete, Ipeleng Mkhari and JB Magwaza, is an appointed property manager
of Delta. The fee payable by Delta to MPS for the provision of management and administration services is 2.5% of all collections per
month.
In addition, MPS is entitled to a leasing fee in respect of all new lettings and renewals, as follows:
▶ 50% in respect of new lease agreements and 25% on lease renewals of the rental payable in the first month of the lease; plus
▶ 50% in respect of new lease agreements and 25% on lease renewals of the following amounts, provided that the commission is
refunded pro rata if the tenancy is terminated prior to the agreed duration of the lease:
– 5% on the first two years’ rental; plus
– 2.5% on the next three years’ rental; plus
– 1.5% on the next three years’ rental; plus
– 1% on the balance.

Special resolutions
Annual General Meeting 30 September 2013
Special resolution number 1
Approval of remuneration payable to Non-Executive Directors for the financial year ending 28 February 2014.
Special resolution number 2
Granting general authority to repurchase the Company’s linked units.
Special resolution number 3
Granting of financial assistance in terms of section 45 of the Company’s Act.
Special resolution number 4
Granting authority to issue shares to directors who elect to re-invest their distributions under the Re-investment Option.
General Meeting 04 April 2013
Special resolution number 1
Authorisation of the Company, in terms of section 41(3) of the Companies Act and clause 5.14 of the Company’s Memorandum of
Incorporation, for the purpose of the rights offer, and subject to the provisions of the Companies Act and the listings requirements, to:
▶ issue up to 119 047 619 (one hundred and nineteen million forty seven thousand six hundred and nineteen) letters of allocation to
Delta linked unitholders on a pro rata basis; and
▶ allot and issue up to 119 047 619 (one hundred and nineteen million forty seven thousand six hundred and nineteen) ordinary shares
in accordance with the Memorandum of Incorporation and the Companies Act, to holders of letters of allocation (whether Delta linked
unitholders or other persons to whom letters of allocation have been disposed or renounced) who have elected to participate in the
rights offer (which shares will be issued together with and linked to a debenture as a linked unit), at a price to be determined by the
board.

Executive directors’ service contracts
The executive directors have service contracts with the Company. A three-month notice period is required by both the CEO and
CFO/COO.

Events after reporting period
Refer to note 39 for full disclosure regarding events after the reporting period.
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Statement of

FINANCIAL POSITION
as at 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

6 965 730

2 119 112

6 605 930

1 896 996

3
4

6 853 449
112 281

2 070 053
49 059

6 500 051
105 879

1 850 311
46 685

5
7
8
9
10

3 555
–
–
333 637
4 573

279
–
–
–
–

3 555
–
324 040
333 637
4 427

–
7 100
220 097
–
–

7 307 495

2 119 391

7 271 589

2 124 193

26 862
121 837
82 179

25 917
39 410
56 828

26 862
117 199
81 453

25 917
38 586
53 788

230 878

122 155

225 514

118 291

7 538 373

2 241 546

7 497 103

2 242 484

2 755 936
506 179

932 232
121 444

2 755 936
465 934

932 232
129 380

3 262 115
493 937
55 825

1 053 676
189 676
–

3 221 870
493 937
55 825

1 061 612
189 676
–

3 811 877

1 243 352

3 771 632

1 251 288

2 981 312
–
–

832 450
–
57 207

2 981 312
3 954
–

832 450
–
52 180

2 981 312

889 657

2 985 266

884 630

Notes

Assets

Non-current assets
Investment property
Fair value of property portfolio
Straight line rental income accrual
Property, plant and equipment
Investments in subsidiaries
Loans to subsidiaries
Investments
Deferred tax

Current assets
Other financial assets
Trade and other receivables
Cash and cash equivalents

11
12
13

Total assets

Equity and liabilities
Unitholders’ interest
Stated capital
Retained income

Total equity
Debentures
Deferred consideration

14

15
16

Total unitholders’ interest

Liabilities

Non-current liabilities
Interest bearing borrowings
Loans from subsidiaries
Deferred tax

Current liabilities
Interest-bearing borrowings
Trade and other payables
Current tax payable
Unitholders for distribution
Other financial liabilities
Bank overdraft

17
8
10

430
256
142
578
656
122

33 992
35 477
–
39 068
–
–

745 184
Total liabilities
Total equity and liabilities
Net asset value per linked unit (R)
Net asset value per linked unit (excluding deferred taxation) (R)
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17
18

19
13

216
83
6
172
266

216
78
5
172
266

430
743
798
578
656
–

33 992
33 506
–
39 068
–
–

108 537

740 205

106 566

3 726 496

998 194

3 725 471

991 196

7 538 373

2 241 546

7 497 103

2 242 484

8.87
8.87

7.54
7.89

Statement of

COMPREHENSIVE INCOME
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

Notes

2014

2013

2014

2013

20

594 209

116 867

558 938

109 190

59 814

23 082

59 194

20 708

654 023

139 949

618 132

129 898

Revenue
Contractual rental income
Straight line rental income accrual

Property operating expenses

41

Net property rental and related income
Other income
Distributable income from investments
Other income

(151 520)

(27 553)

(147 494)

(26 356)

502 503

112 396

470 638

103 542

12 300

10

12 300

10

2 156

–

2 156

–

10 144

10

10 144

10

Administration expenses

41

Net operating profit

21

466 713

100 613

443 789

96 348

Fair value adjustments

23

261 256

34 315

221 022

39 799

727 969

134 928

664 811

136 147

Finance costs

24

(151 149)

Interest received

25

Profit from operations

Antecedent interest
Listing expenses
Restructuring expenses

(48 090)

(11 793)

(55 446)

(39 149)

(148 675)

5 954

5 836

23 839

35 270

–

35 270

–

(21 659)

–

(20 000)

(7 204)

(55 335)
11 165
–

–

(21 659)

–

(20 000)

Dividend in specie from subsidiaries

7

–

–

585 580

–

Impairment of investment in subsidiaries

7

–

–

(585 763)

–

Profit before debenture interest and taxation
Debenture interest
Profit before taxation

618 044

43 659

575 062

50 318

(289 316)

(39 068)

(289 316)

(39 068)

328 728

Taxation

26

Profit/(loss) for the year

Total comprehensive income/(loss) for the year

285 746

11 250

(21 916)

50 808

(20 639)

384 735

(17 325)

336 554

(9 389)

–

Other comprehensive income

4 591

56 007

384 735

–
(17 325)

–
336 554

–
(9 389)

Earnings per share
Per share information
Basic and diluted earnings per linked unit (cents)

27

195.58

40.43

Distribution per linked unit (cents)

27

72.69

23.69
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Statement of

CHANGES IN EQUITY
for the year ended 28 February 2014

Stated
capital

Retained
income

Total
equity

Balance at 01 March 2012

–

138 769

138 769

Loss for the year

–

Other comprehensive income

–

Total comprehensive loss for the year

–

Figures in Rand thousand
Group

Issue of 164 935 365 linked units effective 02 November 2012
Capital issue expenses

952 501
(20 269)

(17 325)
–
(17 325)
–
–

(17 325)
–
(17 325)
952 501
(20 269)

Total contributions by and distributions to owners of Company
recognised directly in equity

932 232

–

932 232

Balance at 01 March 2013

932 232

121 444

1 053 676

Profit for the year

–

384 735

384 735

Other comprehensive income

–

–

–

Total comprehensive income for the year

–

384 735

384 735

Issue of 24 740 304 linked units effective 06 March 2013

179 368

–

179 368

Issue of 38 739 178 linked units effective 15 March 2013

280 859

–

280 859

Issue of 6 737 700 linked units effective 22 March 2013

48 848

–

48 848

Issue of 119 047 599 linked units effective 06 May 2013

863 095

–

863 095

Issue of 4 883 469 linked units effective 26 August 2013

35 185

–

35 185

Issue of 3 526 140 linked units effective 13 September 2013

25 036

–

25 036

6 613

–

6 613

18 337

–

18 337

Issue of 931 359 linked units effective 13 September 2013
Issue of 2 721 124 linked units effective 01 October 2013
Issue of 25 853 907 linked units effective 09 December 2013

197 782

–

197 782

Issue of 8 214 677 linked units effective 19 December 2013

65 553

–

65 553

Issue of 4 238 127 linked units effective 23 December 2013

31 426

–

31 426

6 903

–

6 903

28 415

–

28 415

134 893

–

134 893

Issue of 952 103 linked units effective 13 February 2014
Issue of 3 919 367 linked units effective 13 February 2014
Issue of 20 070 406 linked units effective 28 February 2014
Capital issue expenses

(27 859)

–

(27 859)

Antecedent interest accrued – distribution 01*

(44 837)

–

(44 837)

Antecedent interest accrued – distribution 02 and distribution 03*

(25 913)

–

(25 913)

Total contributions by and distributions to owners of Company
recognised directly in equity

1 823 704

–

1 823 704

Balance at 28 February 2014

2 755 936

506 179

3 262 115

Note
*Details of distribution 01 – 03 as announced on SENS.
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14

Stated
capital

Retained
income

Total
equity

Balance at 01 March 2012

–

138 769

138 769

Loss for the year

–

Other comprehensive income

–

Total comprehensive loss for the year

–

Figures in Rand thousand
Company

Issue of linked units

952 501

Capital issue expenses

(20 269)

(9 389)
–
(9 389)
–
–

(9 389)
–
(9 389)
952 501
(20 269)

Total contributions by and distributions to owners of company
recognised directly in equity

932 232

–

932 232

Balance at 01 March 2013

932 232

129 380

1 061 612

Profit for the year

–

336 554

336 554

Other comprehensive income

–

–

–

Total comprehensive income for the year

–

336 554

336 554

Issue of 24 740 304 linked units effective 06 March 2013

179 368

–

179 368

Issue of 38 739 178 linked units effective 15 March 2013

280 859

–

280 859

Issue of 6 737 700 linked units effective 22 March 2013

48 848

–

48 848

Issue of 119 047 599 linked units effective 06 May 2013

863 095

–

863 095

Issue of 4 883 469 linked units effective 26 August 2013

35 185

–

35 185

Issue of 3 526 140 linked units effective 13 September 2013

25 036

–

25 036

6 613

–

6 613

18 337

–

18 337

Issue of 931 359 linked units effective 13 September 2013
Issue of 2 721 124 linked units effective 01 October 2013
Issue of 25 853 907 linked units effective 09 December 2013

197 782

–

197 782

Issue of 8 214 677 linked units effective 19 December 2013

65 553

–

65 553

Issue of 4 238 127 linked units effective 23 December 2013

31 426

–

31 426

6 903

–

6 903

28 415

–

28 415

134 893

–

134 893

Issue of 952 103 linked units effective 13 February 2014
Issue of 3 919 367 linked units effective 13 February 2014
Issue of 20 070 406 linked units effective 28 February 2014
Capital issue cost

(27 859)

–

(27 859)

Antecedent interest accrued – distribution 01*

(44 837)

–

(44 837)

Antecedent interest accrued – distribution 02 and distribution 03*

(25 913)

–

(25 913)

Total contributions by and distributions to owners of company
recognised directly in equity

1 823 704

–

1 823 704

Balance at 28 February 2014

2 755 936

465 934

3 221 870

Note

14

*Details of distribution 01 – 03 as announced on SENS.
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Statement of
CASH FLOWS
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

Notes

2014

2013

2014

2013

28

377 871

40 035

359 510

34 120

5 954

3 217

23 839

Cash flows from operating activities
Cash generated from operations
Interest received

(151 149)

Finance costs
Taxation paid

29

Net cash from operating activities

(50 664)

(148 675)

3 217
(50 553)

370

(214)

–

(214)

233 046

(7 626)

234 674

(13 430)

Cash flows from investing activities
Purchase of property, plant and equipment

5

(4 410)

Acquisition of investment property

3

(4 477 778)

(1 591 052)

(3 798 087)

(1 395 964)

3

(41 790)

(45 830)

(41 784)

(43 792)

Refurbishment and renovations capitalised
Business combinations

31

(Payments)/receipts from other financial assets
Acquisition of listed securities

–

–

(7 011)

(4 647)

–

49 486

(945)

49 486

(348 889)

–

(348 889)

–

–

Loans advanced to subsidiaries

–

–

(103 943)

Investment in subsidiaries

–

–

(578 663)

Net cash from investing activities

(7 100)

(945)
14 141

Accrued distribution on acquisition of listed securities

–

14 141

–
(214 768)
–

(4 859 671)

(1 594 407)

(4 862 817)

(1 612 138)

2 226 574

1 121 908

2 226 574

1 121 908

Cash flows from financing activities
Proceeds from issue of linked units

14, 15

Capital issue expenses
Debenture interest paid

30

Proceeds on loans from subsidiaries
Proceeds from interest bearing borrowings

(27 859)

–

(27 859)

–

(200 642)

–

(200 642)

–

–

–

3 954

–

2 331 300

544 158

2 331 300

564 653

–

Payment on settlement of derivative instruments
Proceeds from other financial liabilities
Deferred consideration raised
Net cash from financing activities

(36 944)

–

(36 944)

266 656

–

266 656

–

55 825

–

55 825

–

4 651 854

1 629 122

4 655 808

1 649 617

Total cash movement for the year

25 229

27 089

27 665

24 049

Cash at the beginning of the year

56 828

29 739

53 788

29 739

82 057

56 828

81 453

53 788

Total cash at end of the year
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Notes to the Group

ANNUAL FINANCIAL STATEMENTS
for the year ended 28 February 2014

1. Accounting policies
1.1. Presentation of annual financial statements
The consolidated and separate financial statements have been prepared in accordance with International Financial
Reporting Standards and in the manner required by the Companies Act of South Africa.
The financial statements are prepared on the historic cost basis, except for investment property and certain financial
instruments which are carried at fair value, and incorporate the principal accounting policies set out below.
The financial statements are prepared on a going concern basis. They are presented in Rand and all values are rounded
to the nearest thousand (R’000) except where otherwise indicated.
1.2

Consolidation
Basis of consolidation
The consolidated Group annual financial statements incorporate the Group annual financial statements of the Company
and all entities, including special purpose entities, which are controlled by the Company.
The Company controls an entity when it is exposed, or has rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power over the entity.
The results of the Subsidiaries are included in the consolidated Group annual financial statements from the effective date
of acquisition to the effective date of disposal. On acquisition the Group recognises the Subsidiary’s identifiable assets,
liabilities and contingent liabilities at fair value, except for assets classified as held-for-sale, which are recognised at fair
value less costs to sell. All intercompany transactions and balances are eliminated on consolidation.
Adjustments are made when necessary to the Group annual financial statements of the Subsidiaries to bring their
accounting policies in line with those of the Group.
All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
Transactions which result in changes in ownership levels, where the Group has control of the Subsidiary both before and
after the transaction are regarded as equity transactions and are recognised directly in the statement of changes in equity.
Business combinations
The Group accounts for business combinations using the acquisition method of accounting. The cost of the business
combination is measured as the aggregate of the fair values of assets given, liabilities incurred or assumed and equity
instruments issued. Costs directly attributable to the business combination are expensed as incurred, except the costs to
issue debt which are amortised as part of the effective interest and costs to issue equity which are included in equity.
Contingent consideration is included in the cost of the combination at fair value as at the date of acquisition. Subsequent
changes to the assets, liability or equity which arise as a result of the contingent consideration are not affected against
goodwill, unless they are valid measurement period adjustments.
The acquiree’s identifiable assets, liabilities and contingent liabilities which meet the recognition conditions of IFRS 3
Business Combinations are recognised at their fair values at acquisition date, except for non-current assets (or disposal
group) that are classified as held for sale in accordance with IFRS 5 Non-Current Assets Held For Sale and Discontinued
Operations, which are recognised at fair value less costs to sell.
Contingent liabilities are only included in the identifiable assets and liabilities of the acquiree where there is a present
obligation at acquisition date.
On acquisition, the Group assesses the classification of the acquiree’s assets and liabilities and reclassifies them where
the classification is inappropriate for Group purposes. This excludes lease agreements and insurance contracts, whose
classification remains as per their inception date.
Goodwill is determined as the consideration paid, plus the fair value of any shareholding held prior to obtaining control,
plus non-controlling interest and less the fair value of the identifiable assets and liabilities of the acquiree.
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

1. Accounting policies (continued)
1.2

Consolidation (continued)
Goodwill is not amortised but is tested on an annual basis for impairment. If goodwill is assessed to be impaired, that
impairment is not subsequently reversed.
Investment in subsidiaries
Group and Company annual financial statements
The Group annual financial statements include those of the holding company and its Subsidiaries. The results of the
Subsidiary are included from the date control of the Subsidiary is obtained (i.e. effective date of acquisition) until the date
that control of the Subsidiary is lost (i.e. disposal date). On acquisition the Group recognises the Subsidiary’s identifiable
assets, liabilities and contingent liabilities at fair value, except for assets classified as held for sale, which are recognised
at fair value less costs to sell. All intercompany transactions and balances are eliminated on consolidation.
Company annual financial statements
In the Company’s separate annual financial statements, Investments in subsidiaries are carried at cost less any
accumulated impairment.

1.3

Significant judgements and sources of estimation uncertainty
In preparing the Group annual financial statements, management is required to make estimates and assumptions that
affect the amounts represented in the Group annual financial statements and related disclosures. Use of available
information and the application of judgement is inherent in the formation of estimates. Actual results in the future could
differ from these estimates which may be material to the Group annual financial statements. Significant judgements include:
Trade receivables and loans and receivables
Management identifies impairments of trade receivables on an ongoing basis. Impairment adjustments are raised against
trade receivables when collectibility is considered doubtful. Management believes that there are no significant trade
receivables that are doubtful and have not been provided for as doubtful debts or written off. For information, refer to
notes 8, 11 and 12.
Fair value estimation
The fair value of financial instruments traded in active markets is based on quoted market prices at the end of the
reporting period. The quoted market price used for financial assets held by the Group is the current bid price.
The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair
values, due to their short-term nature.
Taxation
The Group exercises judgement in determining the provision for income taxes due to the complexity of legislation.
The Group recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable that
the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred income
tax assets requires the Group to make significant estimates related to expectations of future taxable income. Estimates
of future taxable income are based on forecast cash flows from operations and the application of existing tax laws in each
jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the
Group to realise the net deferred tax assets recorded at the end of the reporting period could be impacted.
Investment property
The valuation of investment properties requires judgement in determination of the future cash flows and appropriate
discount rates. For more information refer to note 3.
Investment property acquisitions
The directors have exercised their judgement in determining whether the acquisition of investment property is the
acquisition of an asset or a group of assets or a business combination within the scope of IFRS 3, Business Combinations.
In the current period the acquisitions were treated as asset acquisitions in terms of IAS 40 Investment Property, as the
directors believe that there were no adequate processes identified with these properties to warrant classification as
businesses.
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1. Accounting policies (continued)
1.4

Investment property
Investment property is recognised as an asset when, and only when, it is probable that the future economic benefits that
are associated with the investment property will flow to the Company, and the cost of the investment property can be
measured reliably.
Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.
Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a
property. If a replacement part is recognised in the carrying amount of the investment property, the carrying amount of
the replaced part is derecognised.
Fair value
Investment properties are valued annually and adjusted to fair value as at statement of financial position date. Independent
valuations are obtained on a rotational basis, ensuring that every property is valued by an independent valuer once in every three
years. The directors value the remaining properties annually. Valuations are done on the open market value basis and the valuers
use either the discounted cash flow method or the capitalisation of net income method or a combination of the methods.
Any gain or loss arising from a change in fair value is included in the statement of comprehensive income for the period in
which the fair value adjustment arises.
Gains and losses on the disposal of investment properties are recognised in profit or loss and are calculated as the
difference between the sale price and the carrying value of the property. Such gains or losses are excluded from the
calculation of distributable earnings.

1.5

Property, plant and equipment
The cost of an item of property, plant and equipment is recognised as an asset when:
it is probable that future economic benefits associated with the item will flow to the Company; and
the cost of the item can be measured reliably.
Property, plant and equipment is initially measured at cost.
Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to or, replace part of it. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced part is derecognised.
Property, plant and equipment is depreciated on the straight line basis over their expected useful lives to their estimated
residual value.
Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.
Leasehold improvements are depreciated over the shorter of the useful life of the asset or the lease term.
Item

Average useful life

Leasehold improvements

3

Furniture and fixtures

6

Computer equipment

3

The residual value, useful life and depreciation method of each asset is reviewed at the end of each reporting period. If the
expectations differ from previous estimates, the change is accounted for as a change in accounting estimate.
The depreciation charge for each period is recognised in profit or loss unless it is included in the carrying amount of
another asset.
The gain or loss arising from the derecognition of an item of property, plant and equipment is included in profit or
loss when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.
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1. Accounting policies (continued)
1.6

Intangible assets
Goodwill
Goodwill that arises upon the acquisition of Subsidiaries is included in intangible assets. Where the net recognised
amount of the identifiable assets acquired and liabilities assumed exceeds the fair value of the consideration transferred
(including the recognised amount of any non-controlling interest in the acquiree), this excess is recognised immediately in
profit or loss (gain on bargain purchase). Subsequent to initial recognition, goodwill is measured at cost less accumulated
impairment losses.

1.7

Financial instruments
Classification
The Group classifies financial assets and financial liabilities into the following categories:
Financial assets at fair value through profit or loss
Loans and receivables
Financial liabilities measured at amortised cost
Classification depends on the purpose for which the financial instruments were obtained/incurred and takes place at initial
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at
fair value through profit or loss, which shall not be classified out of the fair value through profit and loss category.
Initial recognition and measurement
Financial instruments are recognised initially when the Group becomes a party to the contractual provisions of the
instruments.
The Group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial
liability or an equity instrument in accordance with the substance of the contractual arrangement.
Financial instruments are measured initially at fair value.
For financial instruments which are not at fair value through profit or loss, transaction costs are included in the initial
measurement of the instrument.
Transaction costs on financial instruments at fair value through profit or loss are recognised in profit or loss.
Subsequent measurement
Financial instruments at fair value through profit or loss are subsequently measured at fair value, with gains and losses
arising from changes in fair value being included in profit or loss for the period.
Net gains or losses on the financial instruments at fair value through profit or loss exclude dividends and interest.
Dividend income is recognised in profit or loss as part of other income when the Group’s right to receive payment is
established.
Loans and receivables are subsequently measured at amortised cost, using the effective interest rate method, less
accumulated impairment losses.
Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest rate method.
Derecognition
The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it
transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which substantially all
the risks and rewards of ownership of the financial asset are transferred. Any interest in transferred financial assets that
are created or retained by the entity is recognised as a separate asset or liability.
Financial liabilities are derecognised when the obligations specified in the contract are discharged, cancelled or expired.
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1. Accounting policies (continued)
1.7

Financial instruments (continued)
Impairment of financial assets
At each reporting date the Group assesses all financial assets to determine whether there is objective evidence that a
financial asset has been impaired.
For amounts due to the Group, significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy and default of payments are all considered indicators of impairment.
Impairment losses are recognised in profit or loss.
Listed property securities
Listed property securities are classified as at fair value through profit or loss and are subsequently measured at fair value,
which includes the accrual for distributions receivable. No deduction is made for transaction costs which may be incurred
on sale or disposal.
Loans to/(from) group companies
These include loans to and from subsidiaries and related parties and are recognised initially at fair value plus direct
transaction costs.
Loans to Group companies are classified as loans and receivables.
Loans from Group companies are classified as financial liabilities measured at amortised cost.
Trade and other receivables
Trade receivables are measured on initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised
in profit or loss when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments are
considered indicators that the trade receivable is impaired. The allowance recognised is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows discounted at the effective
interest rate computed at initial recognition.
The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is
recognised in profit or loss within operating expenses. When a trade receivable is uncollectable, it is written off against
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against
operating expenses in profit or loss.
Trade and other receivables are classified as loans and receivables.
Trade and other payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These
are initially recorded at fair value and subsequently measured at amortised cost. Cash and cash equivalents are classified
as loans and receivables.
Bank overdraft and borrowings
Bank overdraft and borrowings are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method.
Debentures
Debentures are initially measured at fair value and are subsequently measured at amortised cost. Debentures are
designated as financial liabilities measured at amortised cost.
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1. Accounting policies (continued)
1.8

Tax
Current tax assets and liabilities
Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.
Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively enacted
by the end of the reporting period.
Deferred tax assets and liabilities
A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax liability
arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction, affects
neither accounting profit nor taxable profit (tax loss).
A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable
profit will be available against which the deductible temporary difference can be utilised. A deferred tax asset is not
recognised when it arises from the initial recognition of an asset or liability in a transaction at the time of the transaction,
affects neither accounting profit nor taxable profit (tax loss).
A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is probable that future
taxable profit will be available against which the unused tax losses can be utilised.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
end of the reporting period.
Tax expenses
Current and deferred taxes are recognised as income or an expense and included in profit or loss for the period, except
to the extent that the tax arises from:
a transaction or event which is recognised, in the same or a different period, to other comprehensive income; or
a business combination.
Current tax and deferred taxes are charged or credited to other comprehensive income if the tax relates to items that
are credited or charged, in the same or a different period, to other comprehensive income.

1.9

Leases
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.
Operating leases – lessor
Operating lease income is recognised as an income on a straight line basis over the lease term.
Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased
asset and recognised as an expense over the lease term on the same basis as the lease income.
Income for leases is disclosed under revenue in profit or loss.
Operating leases – lessee
Operating lease payments are recognised as an expense on a straight line basis over the lease term. The difference
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease
liability. This liability is not discounted.
Any contingent rents are expensed in the period they are incurred.
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1. Accounting policies (continued)
1.10 Impairment of assets
The Group assesses at the end of the reporting period whether there is any indication that an asset may be impaired.
If any such indication exists, the Group estimates the recoverable amount of the asset.
Irrespective of whether there is any indication of impairment, the Group also:
tests goodwill acquired in a business combination for impairment annually.
If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it
is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating
unit to which the asset belongs is determined.
The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value
in use.
If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. That reduction is an impairment loss.
An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately
in profit or loss.
An entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for assets other than goodwill may no longer exist or may have decreased. If any such indication exists, the
recoverable amounts of those assets are estimated.
The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment loss does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset in
prior periods.
A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other than
goodwill is recognised immediately in profit or loss. Any reversal of an impairment loss of a revalued asset is treated as
a revaluation increase.
1.11 Stated capital
Ordinary shares are classified as equity. External costs directly attributable to the issue of new shares are shown as
a deduction in equity from the proceeds.
1.12 Employee benefits
Short-term employee benefits
The cost of short-term employee benefits (those payable within 12 months after the service is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care) are recognised in the period
in which the service is rendered and are not discounted.
The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs.
The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal or constructive
obligation to make such payments as a result of past performance.
1.13 Revenue
Revenue from letting of investment property in terms of rental agreements comprises gross rental income and recoveries
of operating costs, net of value added taxation. Rental income is recognised in profit or loss on a straight line basis over
the term of the rental agreement.
Interest earned on cash invested with financial institutions is recognised as it accrues using the effective interest method.
Expected distributions from listed property securities are accrued for on a time apportionment method.
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1. Accounting policies (continued)
1.14 Borrowing costs
All borrowing costs are recognised as an expense in the period in which they are incurred.
1.15 Operating segment
An operating segment is a component of the Group that engages in business activities from which it may earn revenues
and incur expenses. The operating results are reviewed regularly by executive management to make decisions about and
to assess the performance of the segment. Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision-makers identified as executive directors.
On a primary basis the operations are arranged into five business segments: Retail, Office government, Office other,
Industrial and Administration and corporate costs.

2.

New standards and interpretations
2.1

Standards and interpretations effective and adopted in the current year
The following amendments and revisions to issued accounting standards which are relevant to the Group were adopted
and are effective 01 March 2013. No retrospective adjustments have arisen from the application of the new standards
adopted below:
– IFRS 10: Consolidated financial statements
This standard builds on existing principles by identifying the concept of control as the determining factor in whether
an entity should be included within the consolidated financial statements. The standard provides additional guidance to
assist in determining control where this is difficult to assess. Further amendments to this standard include limiting the
requirements to provide adjusted comparative information. The standard is effective for annual periods beginning on or
after 01 January 2013.
The amendment to IFRS 10 has been adopted in the Group’s consolidated financial statements for the annual period
beginning 01 March 2013. The directors have reassessed all investments held on the basis of the amended definition of
control and have concluded that the Group does not have control over any of the companies noted in note 9.
– IFRS 12: Disclosures of interests in other entities
This standard includes the disclosure requirements for all forms of interests in other entities, including joint
arrangements, associates, special purpose vehicles and other off-balance sheet vehicles. Further amendments to this
standard include limiting the requirements to provide adjusted comparative information. The standard is effective for
annual periods beginning on or after 01 January 2013.
The amendment to IFRS 12 has been adopted in the Group’s consolidated financial statements for the annual period
beginning 01 March 2013. This amendment did not have a significant impact on the Group’s disclosure for the year
ended 28 February 2014.
– IFRS 13: Fair value measurement
This standard aims to improve consistency and reduce complexity by providing a precise definition of fair value and a single
source of fair value measurement and disclosure requirements for use across IFRSs. The requirements do not extend the
use of fair value accounting but provide guidance on how it should be applied where its use is already required or permitted
by other standards within IFRS. The standard is effective for annual periods beginning on or after 01 January 2013.
The amendment to IFRS 13 has been adopted in the Group’s consolidated financial statements for the annual period
beginning 01 March 2013. The application of IFRS 13 has not had any material impact on the amounts recognised in the
consolidated financial statements. Additional disclosures related to the fair value measurements of investment property
have been included in notes 3, 9 and 38.
– IAS 27: Consolidated and separate financial statements
Consequential amendments resulting from the issue of IFRS 10, 11 and 12. These amendments are effective for annual
periods beginning on or after 01 January 2013.
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2.

New standards and interpretations (continued)
2.1

Standards and interpretations effective and adopted in the current year (continued)
The amendment to IAS 27 has been adopted in the Group’s consolidated financial statements for the annual period
beginning 01 March 2013. This amendment did not have a significant impact on the consolidated amounts and Group’s
disclosure for the year ended 28 February 2014.
– IAS 32 Financial Instruments – presentation (amendments)
The amendments require entities to disclose gross amounts subject to rights of set-off, amounts set off in accordance
with the accounting standards followed, and the related net credit exposure.
This information will help investors understand the extent to which an entity has set off in its balance sheet and the effects
of rights of set-off on the entity’s rights and obligations.
The effective date of the amendment is for annual periods on or after 01 January 2013.
This amendment did not have a significant impact on the Group’s disclosure for the year ended 28 February 2014.

2.2

New accounting standards and interpretations not yet adopted
At reporting date, the following new standards, revisions and amendments to issued accounting standards and
interpretations, which are relevant to the Group but not yet effective, have not been adopted by the Group:
– IFRS 9: Financial Instruments – Classification and Measurement
IFRS 9 is the first step in the process to replace IAS 39, ‘Financial Instruments: Recognition and Measurement’.
IFRS 9 introduces new requirements for classifying and measuring financial assets, financial liabilities, derecognition and
hedge accounting. The standard is not applicable until 01 January 2015 but is available for early adoption.
IFRS 9 requires all recognised financial assets that are within the scope of IAS 39 to be subsequently measured at
amortised cost or fair value. With regards to financial liabilities, the accounting for changes in the fair value of a financial
liability that is designated as at fair value through profit or loss and are attributable to changes in the credit risk of that
liability are recognised in profit or loss, unless it creates or enlarges an accounting mismatch in profit or loss.
The effective date of IFRS 9 is still to be determined. It is not anticipated that the application of the new standard will have
a significant impact on amounts reported in respect of the Group’s financial assets and financial liabilities as the majority of
financial assets and financial liabilities are carried at amortised cost. However, it is not practicable to provide a reasonable
estimate of that effect until a detailed review has been completed.
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GROUP
Figures in Rand thousand

3.

COMPANY

2014

2013

2014

2013

6 589 621

2 006 532

6 275 762

1 795 705

263 828

63 521

224 289

54 606

6 853 449

2 070 053

6 500 051

1 850 311

Investment property
Net carrying value
Cost
Fair value surplus

Movement for the year
Investment property at the beginning of the year

2 070 053

362 404

1 850 311

362 404

Acquisitions

4 477 778

1 591 052

4 383 667

1 395 964

–

13 701

–

–

263 828

49 122

224 289

54 606

Fair value adjustment of investment property acquired from
business combinations

–

14 399

Pre-acquisition property net income and expenses

–

Investment property acquired from business combinations
Fair value adjustments

Capital expenditure and tenant installations

(6 455)

–

–

–

(6 455)

41 790

45 830

41 784

43 792

6 853 449

2 070 053

6 500 051

1 850 311

6 853 449

2 070 053

6 500 051

1 850 311

112 281

49 059

105 879

46 685

6 965 730

2 119 112

6 605 930

1 896 996

Reconciliation to valuations
Investment property carrying amount
Straight line rental income accrual

Investment property pledged as security
The investment property has been encumbered as security for interest bearing borrowings (refer to note 17) as follows:
Investment property with a market value of R1.62 billion is mortgaged to Standard Bank borrowing facilities amounting to
R1.0 billion.
Investment property with a market value of R4.45 billion is mortgaged to Nedbank Limited to secure borrowing facilities
amounting to R2.08 billion.
Investment property with a market value of R0.1 billion is mortgaged to Sanlam to secure borrowing facilities amounting to
R0.04 billion.
Investment property with a market value of R0.8 billion is held as security in respect of secured floating rate notes amounting to
R0.4 billion.
Full details of investment property owned by the Group are contained in the register of investment property which is open for
inspection by members at the registered office of the Group.
In terms of the accounting policy, investment property is valued annually. Independent valuations are obtained on a rotational
basis, ensuring that every property is valued by an independent valuer once in every three years. The directors value the
remaining properties annually on an open-market basis. The independent valuations were performed by Ace Valuers Proprietary
Limited, Abakon Property Valuations Proprietary Limited, LDM Valuations Solutions Proprietary Limited, Real Insight
Proprietary Limited, Capgrow Business Group Proprietary Limited and Simunye Property Valuers CC, all of whom are registered
valuers in terms of section 19 of the Property Valuers Professional Act (Act No 47 of 2000).
The valuations were performed using the discounted cash flow and income capitalisation methodology. These methods are based
on open market values with consideration given to the future earnings potential and applying an appropriate discount rate to the
property. The Group’s discount rate range applied for valuations was between 8% and 11%.
Commitments in respect of tenant installations and extensions are set out in note 32.
No property interests are held under operating leases.
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3.

Investment property (continued)
The Group’s investment properties as at 28 February 2014 have been ranked as per the fair value hierarchy below.
Details of the fair value hierarchy are set out in note 38.

Investment property at valuation

Level 1

Level 2

Level 3

Fair value
as at
28 February
2014

–

–

6 965 730

6 965 730

GROUP
2014

Figures in Rand thousand

4.

COMPANY
2013

2013

Straight line rental income accrual
Balance at the beginning of the year

49 059

25 977

46 685

25 977

Movement for the year

63 222

23 082

59 194

20 708

112 281

49 059

105 879

46 685

Balance at the end of the year

GROUP
Figures in Rand thousand

5.

2014

COMPANY

2014

2013

2014

2013

2 462

279

2 462

–

3 474
(1 012)

352
(73)

3 474
(1 012)

–
–

Property, plant and equipment
Leasehold improvements
Cost
Accumulated depreciation
Computer equipment
Cost
Accumulated depreciation
Furniture and fittings
Cost
Accumulated depreciation
Movement for the year
Balance at beginning of the year
Acquisitions
Leasehold improvements
Computer equipment
Furniture and fittings
Depreciation
Leasehold improvements
Computer equipment
Furniture and fittings
Disposals
Leasehold improvements

112

–

112

–

150
(38)

–
–

150
(38)

–
–

981

–

981

–

1 138
(157)
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1 138
(157)

–
–

279
4 647

–
352

–
4 647

–
–

3 359
150
1 138

352
–
–

3 359
150
1 138

–
–
–

(1 134)

(73)

(1 092)

–

(939)
(38)
(157)

(73)
–
–

(897)
(38)
(157)

–
–
–

(237)

–

–

–

(237)

–

–

–

279

3 555

–

3 555
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GROUP
2014

2013

2014

2013

Goodwill

–

–

–

–

Cost

–

2 893

–

–

Accumulated impairment

–

(2 893)

–

–

Figures in Rand thousand

6.

COMPANY

Goodwill

Movement for the year
Goodwill

–

–

–

–

Opening balance

–

–

–

–

Additions through business combinations

–

2 893

–

–

Impairment loss

–

(2 893)

–

–

–

–

–

–

During the prior period the Company acquired 100% of the share capital of Choice Decisions 300 which consisted of investment
property in the office operating segment and resulted in goodwill of R2.9 million.
Impairment of goodwill
The goodwill recognised was allocated to the investment property (cash-generating unit), which was fairly valued at reporting
date resulting in the impairment of goodwill.
The recoverable amount of a cash-generating unit is based on the higher of the fair value less cost to sell or value-in-use
calculations. The calculations use discounted cash flow projections based on financial forecasts over a 3 – 5 year period.
The discount rate used in the cash flow model is 9%.
The estimate is a pre-tax rate that reflects the current market assessments of the time-value of money and risks specified to
the cash-generating unit.
The growth rate used in forecasting cash flows at acquisition was estimated at 8%.
GROUP
% holding
2014

7.

COMPANY

% holding
2013

R’000
2014

R’000
2013

7 100

Investments in subsidiaries
Name of company
Choice Decisions 300

100

100

7 100

Hestitrix

100

100

–

–

Hendisa Investments

100

–

176 620

–

K2014000273

100

–

–

–

Atterbury Parkdev

100

–

137 081

–

Phamog Properties

100

–

Impairment of investment in subsidiaries

264 962

–

(585 763)

–

–

7 100

The carrying amounts of the Subsidiaries are shown net of any impairment losses.
During the year Delta acquired 100% of the share capital of Hendisa Investments, Atterbury Parkdev, Phamog Properties and
K2014000273.
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7.

Investments in subsidiaries (continued)
Subsequently, the Subsidiaries disposed of their respective investment properties to Delta by utilising the corporate rules set out
in Part III of the ITA and specifically undertaking “Reorganisation Transaction(s)” as contemplated in section 23K of the ITA by
distributing the relevant investment properties as in specie distributions to Delta prior to their anticipated liquidation.
The following Subsidiaries are required to be liquidated in terms of section 47 of the ITA within three years of the date of
declaration of the dividend in specie:
–
–
–
–

Choice Decisions 300;
Hendisa Investments,
Atterbury Parkdev; and
Phamog Properties.
GROUP
2014

Figures in Rand thousand

8.

COMPANY
2013

2014

2013

Loans to/(from) subsidiaries
Choice Decisions 300

–

–

Hestitrix

–

–

Hendisa Investments

–

–

K2014000273

–

–

(1 416)
196 748
(10)
127 292

21 487
198 610
–
–

Atterbury Parkdev

–

–

(2 160)

–

Phamog Properties

–

–

(368)

–

–

–

320 086

220 097

324 040

220 097

The loans are secured by investment property held in the
Subsidiaries, bear interest at a fixed rate of 7.5% per annum
and the borrower has an unconditional right to defer payments
for a period of 12 months from reporting date.
In the opinion of the directors, the carrying value of loans to
Subsidiaries approximate fair value as the interest rates on
these loans approximate the interest rates on borrowings,
which in the year under review amounted to an average
inclusive interest rate of 7.5% per annum (refer to note 17).
Non-current assets

–

–

Non-current liabilities

–

–

–

–
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(3 954)
320 086

–
220 097
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

9.

COMPANY

2014

2013

2014

2013

333 637

–

333 637

–

333 637

–

333 637

–

Investments
Fair value through profit or loss
Ascension
Non-current assets
Fair value through profit or loss
Movement for the period
Ascension: AIA units
Holding %

9.07

–

9.07

–

Price at 28 February 2014 (Rand)

4.69

–

4.69

–

116 221

–

116 221

–

772

–

772

–

14 335

–

14 335

–

131 328

–

131 328

–

21.94

–

21.94

–

2.45

–

2.45

–

218 527

–

218 527

–

1 384

–

1 384

–

Net cost
Accrued distribution
Fair value adjustment

Ascension: AIB units
Holding %
Price at 28 February 2014 (Rand)
Net cost
Accrued distribution
Fair value adjustment

(17 602)
202 309

–

(17 602)

–

202 309

–
–

Combined
334 748

–

334 748

–

Accrued distribution

2 156

–

2 156

–

Fair value adjustment

(3 267)

–

(3 267)

–

Net cost

333 637

–

333 637

The investment in Ascension is accounted for as an investment rather than equity accounted, since Delta does not exercise
significant influence over the financial and operating decisions of Ascension.
The fair value of the investment is based on the closing unit price as reflected on the JSE.
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GROUP
2014

Figures in Rand thousand

COMPANY
2013

2014

2013

10. Deferred tax
Deferred tax asset (liability)
Accelerated capital allowances for tax purposes

–

(1 901)

–

Fair value adjustment of investment property

–

(44 225)

–

Income received in advance
Straight line rental income accrual
Prepayments
Provision for bad debts

4 384
–

2 724
(13 805)

4 238
–

–
(41 649)
2 541
(13 072)

(106)

–

(106)

–

295

–

295

–

4 573

(57 207)

4 427

(52 180)

Reconciliation of deferred tax liability
At beginning of the year

(57 207)

(31 541)

(52 180)

(31 541)

Unutilised tax losses

1 254

(580)

–

–

Capital allowances

1 122

(282)

–

–

44 225

(10 127)

41 648

(10 194)

Change in fair value of derivative instruments

–

(6 198)

–

(6 198)

Pre-acquisition deferred taxation through business combination

–

(3 750)

–

–

1 698

1 551

Change in fair value of investment property

Income received in advance
Prepayments
Provision for bad debts
Straight line rental income accrual

1 483

1 734

(106)

–

(106)

–

295

–

295

–

13 507

(6 463)

13 072

(5 798)

4 573

(57 207)

4 427

(52 180)

Delta has been approved as a REIT, with effect from 01 March 2014, resulting in capital gains taxation no longer being
applicable on the sale of investment property in terms of section 25BB of the ITA. The deferred tax rate applied to investment
property at the sale rate will therefore be 0%. Consequently, no deferred tax was raised on deferred capital gains of
investment property.
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

15 582

15 582

15 582

15 582

11 280

10 335

11 280

10 335

26 862

25 917

26 862

25 917

26 862

–

26 862

–

11. Other financial assets
Related companies
Mesidox
The loan is unsecured and no interest has been raised for the
year under review. The loan is repayable within 12 months from
the date of issue.
MPI Motseng Property Investments Proprietary Limited
The loan is unsecured and bears interest at the Prime
interest rate plus 1%. The loan is repayable within 12 months
from the date of issue.

Fair value of loans to and from group companies
In the opinion of the directors, the carrying value of short-term
financial assets approximate their fair value.
Loans to the group companies past due but not impaired
The ageing of amounts past due but not impaired is as follows:
Less than 180 days past due
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GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

34 093

7 042

34 033

7 041

12. Trade and other receivables
Trade receivables
Allowances for credit losses

Amounts due from vendors
Accrued income
Deposits paid
Value added taxation
Other receivables

(1 403)

–

(1 403)

–

32 690

7 042

32 630

7 041

5 906

4 788

6 545

4 788

59 215

9 480

58 637

8 683

7 187

11 137

7 042

11 111

141

4 683

–

4 683

16 698

2 280

12 345

2 280

121 837

39 410

117 199

38 586

Trade and other receivables past due but not impaired
Trade and other receivables are generally collected within
30 days of invoice, once a property has been fully integrated,
which represents normal terms. A provision is made for all
debtors where legal action has been taken. All other debtors
older than 30 days are considered passed due and are
assessed by management on a case by case basis.
At 28 February 2014, trade receivables of R10.54 million
(2013: R2.86 million) for the Group and R10.51 million
(2013: R2.86 million) for the Company were past due but
not impaired.
Ageing of trade receivables past due but not impaired
30 days

7 070

1 640

7 042

1 640

60 days

3 222

1 220

3 222

1 220

90 days

248

–

248

–

10 540

2 860

10 512

2 860

Trade receivables
None of the financial assets that are fully performing have
been renegotiated in the last year.
Fair value of trade and other receivables
In the opinion of the directors, the carrying value of trade
and other receivables approximate their fair value.
Trade and other receivables impaired
As of 28 February 2014, trade and other receivables of the
Group and Company of R1.4 million (Group and Company
2013: RNil) were impaired and provided for.
Movement on the impairment of trade receivables
–

Opening balance
Allowance for credit losses
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–

–

–

(1 403)

–

(1 403)

–

(1 403)

–

(1 403)

–
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

2014

COMPANY
2013

2014

2013

13. Cash and cash equivalents
Cash and cash equivalents consist of:
Bank balances

21 199

27 584

20 473

24 544

Short-term deposits

60 980

29 244

60 980

29 244

–

–

–

82 057

56 828

81 453

53 788

82 179

56 828

81 453

53 788

–

–

–

82 057

56 828

81 453

53 788

2 755 936

932 232

2 755 936

932 232

Bank overdraft

Current assets
Current liabilities

(122)

(122)

The Company has an overdraft facility of R30 million
(2013: R20 million) in place with Standard Bank.

14. Stated capital
Authorised
3 000 000 000 ordinary no par value shares
(2013: 3 000 000 000 ordinary no par value shares)
Issued
429 510 825 ordinary no par value shares
(2013: 164 935 365 ordinary no par value shares)
Movement for the year:
932 232

–

932 232

–

Issue of linked units – issued as consideration for
investment property

879 851

952 501

1 059 218

952 501

Issue of linked units – rights issue

863 095

–

863 095

–

Issue of linked units – cash

179 367

–

–

–

Balance at the beginning of the year

Capital issue cost

(27 859)

Antecedent interest accrued – distribution 01

(44 837)

–

(44 837)

–

Antecedent interest accrued – distribution 02 and
distribution 03

(25 913)

–

(25 913)

–

Balance at the end of the year

2 755 936

(20 269)

932 232

(27 859)

2 755 936

(20 269)

932 232

The unissued shares are under the control of the directors. This authority remains in force until the next AGM of the Company.
Each share is irrevocably linked to one variable debenture, of R1.15 each, together comprising one linked unit.
Refer to the statement of changes in equity for detail on the linked units that were issued for the financial year under review.
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GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

493 937

189 676

493 937

189 676

15. Debentures
Authorised
3 000 000 000 variable rate, subordinated debentures
of R1.15 each.
Issued
429 510 825 (2013: 164 935 365) debentures
Movement for the year
Balance at the beginning of the year

189 676

–

189 676

–

Debentures issued during the year

304 261

189 676

304 261

189 676

Balance at the end of the year

493 937

189 676

493 937

189 676

The debentures are unsecured and subordinated in favour of the unsubordinated creditors of the Company.
As the Company is obliged to pay interest on the debentures, at which interest is calculated in terms of a distributable earnings
formula and accrues to the debenture holder every six months, the instrument has been classified as a financial liability.
The debentures are redeemable at the instance of the debenture holder by special resolution after 02 November 2037 or on
the 10th anniversary after this date or every 10 years thereafter.
Delta has been approved as a REIT as from 01 March 2014 which will result in the Debentures being settled by the conversion
to equity.

16. Deferred consideration
During the current financial year, 6 909 560 linked units were issued at a fixed price of R8.0794 per linked unit for the part
payment of an investment property acquisition. These linked units were not subscribed for during the JSE subscription period
and hence were recalled by the JSE. The amount owing will be settled on or after 23 May 2014, through the issue of fixed
linked units at the linked unit price mentioned above.
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

17. Interest-bearing borrowings
Held at amortised cost
GROUP

Figures in Rand thousand
Facility
R’000

Bank

Nominal interest rate

Maturity

COMPANY

2014

2013

2014

2013
133 138

150 000 Nedbank

3 month Jibar + 2.05%

Nov 15

125 480

133 138

125 480

200 000 Nedbank

3 month Jibar + 1.88%

May 16

180 248

–

180 248

–

350 000 Nedbank

3 month Jibar + 1.88%

Nov 15

351 930

351 854

351 930

351 854

180 000 Nedbank

3 month Jibar + 1.85%

Sept 17

181 635

–

181 635

–

180 000 Nedbank

3 month Jibar + 1.88%

May 16

180 189

–

180 189

–
351 865

350 000 Nedbank

3 month Jibar + 2.20%

Nov 17

351 965

351 865

351 965

270 000 Nedbank

3 month Jibar + 2.02%

May 18

271 514

–

271 514

–

80 000

Nedbank

3 month Jibar + 1.96%

July 18

81 147

–

81 147

–

100 000 Nedbank

3 month Jibar + 1.96%

Aug 18

101 729

–

101 729

–

Nedbank

3 month Jibar + 1.75%

Jan 18

31 818

–

31 818

–

190 000 Nedbank

3 month Jibar + 1.96%

Jan 19

135 219

–

135 219

–

31 625
92 945

Standard Bank

Prime – 150

May 16

75 468

–

75 468

–

46 366

Standard Bank

Prime – 150

Sept 16

44 397

–

44 397

–

340 400 Standard Bank

Prime – 134

Nov 14

8 006

–

8 006

–

85 400

3 month Jibar + 1.96%

May 16

86 930

–

86 930

–

Standard Bank

43 275

Standard Bank

3 month Jibar + 1.85%

Sept 16

43 778

–

43 778

–

32 800

Standard Bank

3 month Jibar + 1.90%

Feb 17

32 807

–

32 807

–

55 070

Standard Bank

3 month Jibar + 1.90%

Feb 17

55 081

–

55 081

–

32 800

Standard Bank

3 month Jibar + 2.00%

Dec 17

33 159

–

33 159

–

128 100 Standard Bank

3 month Jibar + 2.09%

May 18

130 454

–

130 454

–

64 913

3 month Jibar + 2.00%

Sept 18

65 683

–

65 683

–

Standard Bank

32 930

Standard Bank

3 month Jibar + 2.10%

Dec 18

33 418

–

33 418

–

13 100

Sanlam

3 month Jibar + 1.90%

Feb 17

13 100

–

13 100

–

13 100

Sanlam

3 month Jibar + 2.00%

Dec 17

13 226

–

13 226

–

13 200

Sanlam

3 month Jibar + 2.10%

Dec 18

13 401

–

13 401

–

190 000

Commercial paper 3 month Jibar + 0.45%

May 14

190 778

–

190 778

–

362 000 3-year bond

3 month Jibar + 1.50%

Dec 16

365 182

–

365 182

–

70 400

Prime lending rate

Mar 13

–

29 585

–

29 585

3 197 742

866 442

3 197 742

866 442

2 981 312

832 450

2 981 312

832 450

Grindrod

Non-current liabilities
At amortised cost
Current liabilities
At amortised cost

216 430

33 992

216 430

33 992

3 197 742

866 442

3 197 742

866 442

At year end, the Group’s unutilised loan facilities amounted to R144.40 million, the gearing ratio was 47.5% (2013: 40.9%)
and the average inclusive rate of interest for the year under review was 7.5% (2013: 8.9%). The interest bearing borrowings
are secured over investment property with a carrying value of R6.965 billion (2013: R2.12 billion) – Refer to note 3 and listed
securities with a fair value of R0.34 billion (2013: RNil) – Refer to note 9.
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GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

11 115

18. Trade and other payables
Trade payables

21 918

11 545

21 901

Income received in advance

19 984

9 730

19 390

9 074

Accrued expenses

29 400

10 950

25 942

10 720

845

340

610

290

Tenant deposits

6 093

2 311

6 053

2 245

Value added taxation

4 564

539

4 394

–

452

62

453

62

83 256

35 477

78 743

33 506

Accrual for audit fees

Other payables

Fair value of trade and other payables
The directors are of the opinion that the carrying value of trade and other payables approximate their fair value.

19. Other financial liabilities
Other financial liabilities comprise loans from vendors. Certain of these loans are secured by a second covering mortgage bond
and are interest free. These loans will be settled within the next 12 months and are therefore classified as current financial
liabilities.
In the opinion of the directors, the carrying value of other financial liabilities approximate the fair value due to their short-term
nature.

20. Revenue
Revenue comprises gross rentals and recoveries.
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

–

–

8 599

1 563

1 317

–

1 317

–

2 196

21. Operating profit
Operating profit for the year is stated after accounting for the
following:
Income from subsidiaries
Management fees
Operating lease charges
Premises
Recognised on a straight line basis
Charges
Impairment of other financial assets
Depreciation on property, plant and equipment
Directors’ fees

–

2 196

–

1 134

73

1 092

–

10 644

1 519

10 644

1 519

Asset management fees

21 106

3 329

21 106

3 329

Property management fees

14 250

2 898

13 460

2 748

Impairment of goodwill
Allowances for credit losses

–

2 893

–

–

1 403

–

1 403

–

845

440

610

390

Audit fees
Audit fees – current year
Audit fees – prior year over provision
Audit fees – other services

–

(10)

–

(10)

509

81

505

81

207

–

207

–

Internal audit fees
Internal audit fees – Grant Thornton

100

22. Directors’ emoluments
Fees paid to executive directors
2014
Salary

Other
benefits* Pension paid

Peformance
bonus

Total

SH Nomvete

2 278

136

150

2 500

5 064

BA Corbett

1 952

91

–

2 000

4 043

4 230

227

150

4 500

9 107

Salary

Other
benefits*

Pension paid

Peformance
bonus

Total

SH Nomvete

833

14

–

–

847

BA Corbett

667

5

–

–

672

1 500

19

–

–

1 519

Directors’
fees

Total

JB Magwaza

288

288

JJG Da Costa

253

253

N Khan

297

297

IN Mkhari

193

193

KE Schmidt

269

269

PD Simpson

237

237

1 537

1 537

2013

* Other benefits comprise of insurance premiums.

Non-executive
2014

No directors’ emoluments or benefits of any nature were paid to Non-Executive Directors for the prior year.
GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

264 523

49 122

224 289

54 606

23. Fair value adjustments
Unrealised gain on revaluation of investment property
Unrealised loss on investments
Derivative instruments

(3 267)
–

–
(14 807)

(3 267)
–

–
(14 807)

261 256

34 315

221 022

39 799

139 537

55 208

139 537

55 097

11 360

63

8 892

63

227

164

227

164

25

11

19

11

151 149

55 446

148 675

55 335

24. Finance costs
Interest bearing borrowings
Other borrowings
Bank
South African Revenue Services
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

1 007

278

992

278

–

–

17 900

5 329

945

2 619

945

2 619

–

11

–

11

3 630

2 747

3 630

2 747

372

181

372

181

5 954

5 836

23 839

11 165

5 772

–

5 798

–

2013

25. Investment revenue
Interest revenue
Bank
Subsidiaries
Other financial assets
South African Revenue Services
Short-term investments
Other

26. Taxation
Major components of the tax (income) expense
Current
Local income tax – current period
Deferred
Originating and reversing temporary differences

(61 779)

21 916

(56 606)

20 639

(56 007)

21 916

(50 808)

20 639

Reconciliation of the tax expense
Reconciliation between accounting profit and tax expense:
Accounting profit
Tax at the applicable tax rate of 28% (2013: 28%)

328 728

4 591

285 746

11 250

92 044

1 285

80 009

3 150

(90 850)

(4 765)

(79 375)

5 248

Tax effect of adjustments on taxable income
Fair value adjustments – investment property
Impairment of investment in subsidiary
Dividends received – not taxable

–
(604)

–

164 014

–

–

(164 566)

–

Impairment of other financial assets

–

615

–

–

Deferred tax asset on tax losses not recognised

–

862

–

–

250

8 649

Tax losses carried forward
Utilisation of brought forward tax losses

(9 256)

–

–
(8 649)

12 515

12 506

12 480

10 434

Other taxable income

–

1 807

–

1 807

Capital losses not recognised

–

957

–

Non-deductible expenditure

–

Straight line rental income adjustment

(13 507)

–

(13 072)

–

Capital gains taxation rate adjustment

(46 599)

–

(41 649)

–

(56 007)

21 916

(50 808)

20 639

The estimated tax loss available for set off against future taxable income is R16.5 million (2013: R33.1 million)
(Company: RNil; 2013: R30.9 million).
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GROUP
2014

Figures in Rand thousand

2013

27. Earnings, headline earnings and distributable earnings
Number of linked units in issue at interim

359 083 615

–

Number of linked units in issue at year end

429 510 825

164 935 365

Weighted average number of linked units in issue for the calculation of earnings and
headline earnings per linked unit

344 639 642

53 773 448

Reconciliation of earnings, headline earnings and distributable earnings
Total comprehensive income/(loss) for the year

384 735

(17 325)

Debenture interest

289 316

39 068

Earnings
Change in fair value of investment property (net of deferred taxation)
Change in fair value of property

674 051

21 743

(308 748)

(38 995)

(264 523)

(49 122)

(44 225)

Deferred taxation
Impairment of goodwill
Headline earnings/(loss) attributable to linked unitholders

–
365 303

10 127
2 893
(14 359)

–

21 005

Change in fair value of financial instruments

–

14 807

Deferred taxation

–

6 198

Change in fair value of financial instruments (net of deferred taxation)

(73 321)

(16 619)

Straight line rental income accrual

(59 814)

(23 082)

Deferred taxation

(13 507)

Straight line rental income accrual (net of deferred taxation)

6 463

Pre-acquisition income recognised against investment property

–

6 455

Restructuring expenses

–

20 000

–

21 659

Listing expenses

1 048

Transaction costs
Deferred taxation – other adjustments
Impairment of other financial assets

(4 046)
–

Fair value loss on investments

3 267

Retained distributable earnings

(2 935)

–
(874)
2 196
–
(395)

Distributable earnings attributable to linked unitholders

289 316

39 068

Less: Distribution declared

289 316

39 068

Interim

116 738

–

Final

172 578

39 068

Dividends per share
Basic and diluted earnings per linked unit (cents)

195.58

40.43

Headline/diluted headline earnings/(loss) per linked unit (cents)

106.00

(26.70)

Distribution per linked unit (cents) – interim

32.51

–

Distribution per linked unit (cents) – year end

40.18

23.69

Distribution per linked unit (cents) – full year

72.69

23.69

The Fund has no dilutionary instruments in issue.
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

328 728

4 591

285 746

11 250

28. Cash generated from operations
Profit before taxation
Adjustments for:
1 134

73

1 092

–

Impairment of investment in subsidiaries

–

–

585 763

–

Dividend in specie from subsidiaries

–

–

(585 580)

Depreciation

Interest received
Antecedent interest
Finance costs
Accrued distributable income from investments
Changes in fair value – investment property

(5 954)
(25 913)
151 149
(2 156)
(263 828)

(5 836)
–
55 446
–
(34 315)

(23 839)
(25 913)
148 675
(2 156)
(224 289)

–
(11 165)
–
55 335
–
(39 799)

Changes in fair value – investments

3 267

–

3 267

–

Impairment of other financial asset

–

2 196

–

2 196

Straight line rental income accrual

(63 222)

(23 082)

(59 194)

(20 708)

Pre-acquisition property net income and expenses

–

6 455

–

Impairment of goodwill

–

2 893

–

–

289 316

39 068

289 316

39 068

Debenture interest

6 455

Changes in working capital:
Trade and other receivables
Trade and other payables

(82 427)

(38 445)

(78 613)

(37 648)

47 777

30 991

45 235

29 136

377 871

40 035

359 510

34 120

29. Tax refunded (paid)
Balance at beginning of the year
Current tax for the year recognised in profit or loss
Balance at end of the year

–

(214)

–

(214)

(5 772)

–

(5 798)

–

6 142

–

5 798

–

370

(214)

–

(214)

30. Unitholders for distribution
Balance at beginning of the year

(39 068)

–

(39 068)

–

Antecedent interest accrued paid on distribution 01

(44 837)

–

(44 837)

–

(116 738)

–

(116 738)

–

Distribution – interim
Non cash portion of distribution 03
Antecedent interest accrued – distribution 03
Distribution – year end
Balance at end of the year
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9 357

–

9 357

(35 270)

–

(35 270)

(146 664)

–

(146 664)

–
–
–

172 578

39 068

172 578

39 068

(200 642)

39 068

(200 642)

39 068

GROUP

COMPANY

2014

2013

2014

2013

Investment property

–

27 854

–

–

Property, plant and equipment

–

352

–

–

Straight line rental income accrual

–

246

–

–

Directors’ loans

–

–

–

Trade and other receivables

–

27

–

–

Cash and cash equivalents

–

89

–

–

Interest-bearing borrowings

–

(5 938)

–

–

Deferred tax

–

(3 750)

–

–

Trade and other payables

–

(116)

–

–

Total identifiable net assets

–

4 207

–

–

Goodwill

–

2 893

–

–

–

7 100

–

–

Figures in Rand thousand

31. Business combinations
Aggregated business combinations

(14 557)

Consideration paid
Cash

–

(27 500)

–

–

Liabilities assumed

–

20 400

–

–

–

(7 100)

–

–

Cash consideration paid

–

(7 100)

–

–

Cash acquired

–

–

–

–

–

Net cash outflow on acquisition

–

89
(7 011)

Choice Decisions 300
The Company acquired 100% of the voting rights and equity interest of Choice Decisions 300, a property investment company,
on 02 October 2012. The Company was consolidated into the Group’s results as from the acquisition date. Included in the
Group’s results is revenue of R1.8 million and a profit before tax of R2.5 million.
The goodwill arose as a result of the deferred tax liability on the revaluation of the investment property in Choice Decisions 300
prior to acquisition by Delta. As the investment property was revalued the goodwill could not be allocated to any identifiable
assets, there were no further synergies from the acquisition of Choice Decisions 300 and, as such, the goodwill was written off.
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP

COMPANY

2014

2013

2014

2013

137 103

28 781

137 103

28 781

45 582

34 370

45 582

34 370

182 685

63 151

182 685

63 151

– Within one year

1 593

–

1 593

–

– In second to fifth year inclusive

2 001

–

2 001

–

3 594

–

3 594

–

Figures in Rand thousand

32. Commitments
Capital commitments
Capital improvements in respect of investment property
– Approved and committed
– Approved not yet commited

Operating leases – as lessee (expense)
Minimum lease payments due

Operating leases – as lessor (income)
Minimum lease payments receivable
– Within one year
– In second to fifth year inclusive
– Later than five years

689 477

194 478

654 346

174 870

2 125 526

664 986

1 980 039

554 522

286 953

219 269

262 973

171 750

3 101 956

1 078 733

2 897 358

901 142

Minimum lease payments comprise contractual rental income due in terms of signed lease agreements on investment property.
These figures exclude the straight line rental income accrual adjustments.
The Group’s investment property is held to generate rental income. Rental income as reflected above represents a yield of 9.9%
(2013: 9.6%) on investment property for the year ahead. Lease agreements are non-cancelable and have terms from
2 to 10 years. There are no contingent rentals.
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33. Related parties
Parties are considered related if one party has the ability to exercise control or significant influence over the other party in
making financial or operational decisions.
GROUP
2014

Figures in Rand thousand

COMPANY
2013

2014

2013

Relationships
Members of key management
SH Nomvete – CEO
BA Corbett – CFO
Directorial
Common directors
Related party balances and transactions
Motseng Property Services Proprietary Limited
Property management fees paid
Amount owing included in trade and other payables

10 450
(1 212)

2 371

9 912

2 222

(1 104)

(1 195)

(1 044)

Relationship: Directorial
Motseng Project Management Proprietary Limited
Professional fees paid

–

424

–

424

Relationship: Directorial
Inzuzo Landscapes Proprietary Limited
Landscaping services paid

–

24

–

24

Amount owing included in trade and other payables

–

(27)

–

(27)

Relationship: Directorial
Motseng Facilities Management Proprietary Limited
Facility management fees paid

–

Amount owing included in trade and other payables

–

1 716
(935)

–
–

1 716
(935)

Relationship: Directorial
MPI Property Asset Management Proprietary Limited
Asset management fees paid
Management fees paid
Rent reimbursement and tenant installations
Amount owing included in trade and other payables

21 106

3 329

21 106

3 329

–

1 831

–

1 831

–

2 129

2 129
(265)

(2 788)

(265)

–
(2 788)

Relationship: Directorial
Motseng Property Investments Proprietary Limited
Management fees paid

–
(945)

Interest received

26 000
(435)

–
(945)

26 000
(435)

–

2 196

–

2 196

11 280

10 335

11 280

10 335

Administration expenses

–

135

–

135

Amount owing included in trade and other payables

–

Impairment of other financial assets
Amount receivable at year end
Relationship: Directorial
Motseng Investment Holdings Proprietary Limited

(77)

–

(77)

Relationship: Directorial
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

GROUP
Figures in Rand thousand

2014

COMPANY
2013

2014

2013

33. Related parties (continued)
Mesidox Proprietary Limited
Interest received
Amount receivable at year end

–
15 582

(582)
15 582

–
15 582

(582)
15 582

Relationship: Directorial
Choice Decisions 300 Proprietary Limited
Interest received

–

–

–

(514)

Management fees received

–

–

–

(422)

Amount (payable)/receivable at year end

–

–

Acquisition of the Maneo building

–

–

(1 416)

Dividends received

–

–

(7 445)

28 379

21 847
–
–

Relationship: Subsidiary
Hestitrix Proprietary Limited
Interest received

–

–

(14 485)

(4 815)

Management fees received

–

–

(2 828)

(1 141)

Amount receivable at year end

–

–

196 748

198 610

–

84 333

–

84 333

–

17 560

–

17 560

–

34 270

–

34 270

–

153 309

–

153 309

–

10 472

–

10 472

–

31 394

–

31 394

Relationship: Subsidiary
Epipax Proprietary Limited
Acquisition of the 110 Hamilton building
Relationship: Directorial
Copastep Proprietary Limited
Acquisition of the Tivoli building
Relationship: Directorial
Talmine Investments Proprietary Limited
Acquisition of the Cooper House building
Relationship: Directorial
Mesispot Proprietary Limited
Acquisition of the NPA Cape Town building
Relationship: Directorial
Hestitorque Proprietary Limited
Acquisition of the SARS Springs building
Relationship: Directorial
Hestiscope Proprietary Limited
Acquisition of the SARS Kimberley building
Relationship: Directorial
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GROUP
Figures in Rand thousand

COMPANY

2014

2013

2014

2013

–

321 707

–

321 707

127 292

33. Related parties (continued)
Copapax Proprietary Limited
Acquisition of the Liberty Towers building
Relationship: Directorial
K2014000273 Proprietary Limited
Amount receivable at year end

–

–

Interest received

–

–

(28)

–

Management fees received

–

–

(839)

–

–

Relationship: Subsidiary
Phamog Properties Proprietary Limited
Amount payable at year end

–

–

Acquisition of the Temo Towers building

–

–

(368)
135 750

–
–

Acquisition of the Phamoko Towers building

–

–

241 750

–

Dividends received

–

–

(264 962)

–

(2 160)

–

Relationship: Subsidiary
Atterbury Parkdev Consortuim Proprietary Limited
Amount payable at year end

–

–

Acquisition of the Harlequins building

–

–

136 000

Dividends received

–

–

(136 000)

–

Relationship: Subsidiary
Hendisa Investments Proprietary Limited
Amount payable at year end

–

–

Management fees received

–

–

10
(4 932)
(3 387)

–
–

Interest received

–

–

Acquisition of the Hensa Towers building

–

–

291 725

–

Dividends received

–

–

(177 174)

–

393

–

–

Relationship: Subsidiary
Retail Property Strategies Proprietary Limited
Consultancy fees paid – Paul Simpson

393

–

Relationship: Directorial
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

34. Risk management
Financial risk management
The Group’s financial instruments consist mainly of deposits with banks, interest bearing liabilities, trade and other receivables,
trade and other payables, debentures and linked units for distribution. Exposure to market, credit and liquidity risk arises in the
normal course of business.
Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial commitments as and when they fall due. This risk is
managed by holding cash balances, overdraft facilities and a revolving loan facility and by regularly monitoring cash flows.
The Company will utilise undrawn facilities and cash on hand to meet its short term funding requirements.
The non-current financial liabilities will be serviced through cash generated from operations and the restructuring of debt
instruments upon maturity.
The tables below set out the maturity analysis of the Group’s and the Company’s financial assets and liabilities based on the
undiscounted contractual cash flows.

Figures in Rand thousand

Weighted
average
effective
interest
rate %

Less than
1 year

One to
five years

More than
five years

Total

Group
As at 28 February 2014
Financial assets
–

121 696

–

–

121 696

5.00

82 179

–

–

82 179

Other financial assets

–

26 862

–

–

26 862

Investments

–

–

333 637

–

333 637

230 737

333 637

–

564 374

3 197 742

Trade and other receivables
Cash and cash equivalents

Financial liabilities
7.50

216 430

2 981 312

–

Debentures

–

493 937

–

–

493 937

Unitholders for distribution

–

172 578

–

–

172 578
83 256

Interest bearing borrowings
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Trade and other payables

–

83 256

–

–

Bank overdraft

–

122

–

–

122

Other financial liabilities

–

266 656

–

–

266 656

Deferred equity

–

55 825

–

–

55 825

1 288 804

2 981 312

–

4 270 116

Weighted
average
effective
interest
rate %

Figures in Rand thousand

Less than
1 year

One to
five years

More than
five years

Total

Group
As at 28 February 2013
Financial assets
Trade and other receivables
Cash and cash equivalents
Other financial assets

–

34 727

–

–

34 727

4.54

56 828

–

–

56 828

–

25 917

–

–

25 917

117 472

–

–

117 472

7.77

33 992

832 450

–

866 442

–

–

–

189 676

189 676

Financial liabilities
Interest bearing borrowings
Debentures
Unitholders for distribution

–

39 068

–

–

39 068

Trade and other payables

–

24 660

–

–

24 660

97 720

832 450

189 676

1 119 846

117 199

Company
As at 28 February 2014
Financial assets
Trade and other receivables
Cash and cash equivalents
Other financial assets

–

117 199

–

–

5.00

81 453

–

–

81 453

–

26 862

–

–

26 862

Investments

–

–

333 637

–

333 637

Loans to subsidiaries

–

–

324 040

–

324 040

225 514

657 677

–

883 191

Financial liabilities
Loans from subsidiaries
Interest bearing borrowings

–

–

3 954

–

3 954

7.50

216 430

2 981 312

–

3 197 742

Debentures

–

493 937

–

–

493 937

Unitholders for distribution

–

172 578

–

–

172 578

Trade and other payables

–

54 958

–

–

54 958

Other financial liabilities

–

266 656

–

–

266 656

Deferred equity

–

55 825

–

–

55 825

1 260 384

2 985 266

–

4 245 650
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Notes to the Group ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 28 February 2014

Figures in Rand thousand

Weighted
average
effective
interest
rate %

Less than
1 year

One to
five years

More than
five years

Total

34. Risk management (continued)
Company
As at 28 February 2013
Financial assets
Trade and other receivables
Cash and cash equivalents

–

33 903

–

–

33 903

4.54

53 788

–

–

53 788

Other financial assets

–

25 917

–

–

25 917

Loan to subsidiaries

–

220 097

–

–

220 097

333 705

–

–

333 705

Financial liabilities
7.77

33 992

832 450

–

866 442

Debentures

Interest bearing borrowings

–

–

–

189 676

189 676

Unitholders for distribution

–

39 068

–

–

39 068

Trade and other payables

–

23 890

–

–

23 890

96 950

832 450

189 676

1 119 076

After the conversion to a REIT in the upcoming financial period, Debentures will be settled by the conversion to equity.
Interest rate risk
The Group manages its exposure to changes in interest rates by fixing interest rates in respect of borrowings. At year end,
interest rates in respect of 31.7% of borrowings were fixed. Subsequent to year end the Company has entered into contracts to
fix a further R744.1 million of debt increasing the total fixed borrowings to 70.0%.
The average rate of interest for the year was 7.5% (2013: 7.8%) based on interest rates on the current borrowings.
An increase of 1% in the interest rate on floating rate borrowings will result in an increase to finance charges of R27.6 million
(2013: R0.9 million) post-tax per annum. This was based on calculating the effective interest rate of the Group and the Company
and adding a 1% escalation to this effective interest rate.
Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from trade and other receivables, cash and cash equivalents, loans to subsidiaries,
other financial assets and investments in listed securities. There is no significant concentration of credit risk as exposure is
spread over a large number of counterparties.
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the
reporting date was:

GROUP
Figures in Rand thousand

2014

COMPANY
2013

2014

2013

Financial instrument
Cash and cash equivalents
Trade and other receivables

56 828

81 453

53 788

34 727

117 199

33 903

Loans to subsidiaries

–

–

324 040

220 097

Other financial assets

26 862

25 917

26 862

25 917

333 637

–

–

–

Investments

112

82 179
121 696

Cash and Cash equivalents
It is Company policy to deposit short-term cash investments with reputable financial institutions.
Trade and other receivables
Credit risk arises from the risk that a tenant may default or not meet its obligations timeously. The financial position of the
tenants is monitored on an ongoing basis. Allowance is made for specific doubtful debts and credit risk is therefore limited to the
carrying amount of the financial assets at financial year end.
Loan to subsidiaries
The credit risk on loans to subsidiaries is negligible due to the fact that all these Subsidiaries are commonly controlled.
Other financial assets
Other financial assets comprise loans to related parties and the credit risk on these loans are monitored on an ongoing basis by
management. Other financial assets amounting to RNil (2013: R2.2 million) were impaired during the year.
Listed securities
Listed securities represents Delta’s investment in Ascension. The value of this investment is monitored closely by management
and the credit risk exposure is regarded as minimal.
Price risk
The Group is exposed to equity securities price risk because of investments in listed property securities held by the Group and
classified on the consolidated statement of financial position as at fair value through profit or loss. Equity investments are held
for strategic purposes and the Group does not actively trade these instruments.
In terms of Delta’s exposure to the Ascension unit price, a sensitivity analysis was conducted. Assuming a 5% fluctuation in
Ascension’s unit price the fair value adjustment in the statement of comprehensive income will fluctuate by R16.682 million.

35. Financial assets by category
The accounting policies for financial instruments have been applied to the line items below:
Loans and
receivables

Figures in Rand thousand

Fair value
through
profit or loss

Total

Group – 2014
Other financial assets
Trade and other receivables

26 862

–

26 862

121 696

–

121 696

82 179

–

82 179

–

333 637

333 637

230 737

333 637

564 374

Loans and
receivables

Total

Other financial assets

25 917

25 917

Trade and other receivables

34 727

34 727

Cash and cash equivalents

56 828

56 828

117 472

117 472

Cash and cash equivalents
Investments

Figures in Rand thousand
Group - 2013
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Loans and
receivables

Fair value
through
profit or loss

Total

Loans to subsidiaries

324 040

–

324 040

Other financial assets

26 862

–

26 862

117 199

–

117 199

Figures in Rand thousand

35. Financial assets by category (continued)
Company – 2014

Trade and other receivables

81 453

–

81 453

–

333 637

333 637

549 554

333 637

883 191

Loans and
receivables

Total

Loans to subsidiaries

220 097

220 097

Other financial assets

25 917

25 917

Trade and other receivables

33 903

33 903

Cash and cash equivalents

53 788

53 788

333 705

333 705

Financial
liabilities
at amortised
cost

Total

Cash and cash equivalents
Investments

Figures in Rand thousand
Company – 2013

36. Financial liabilities by category
The accounting policies for financial instruments have been applied to the line
items below:

Figures in Rand thousand
Group – 2014
Debentures
Interest bearing borrowings
Trade and other payables
Unitholders for distribution

493 937

493 937

3 197 742

3 197 742

58 708

58 708

172 578

172 578

122

122

266 656

266 656

4 189 743

4 189 743

Debentures

189 676

189 676

Interest bearing borrowings

866 442

866 442

Trade and other payables

24 660

24 660

Unitholders for distribution

39 068

39 068

1 119 846

1 119 846

Bank overdraft
Other financial liabilities

Group – 2013
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Financial
liabilities
at amortised
cost

Figures in Rand thousand

Total

Company – 2014
Debentures
Interest bearing borrowings

493 937

493 937

3 197 742

3 197 742

54 958

54 958

Unitholders for distribution

172 578

172 578

Other financial liabilities

266 656

266 656

4 185 871

4 185 871

Debentures

189 676

189 676

Interest bearing borrowings

866 442

866 442

Trade and other payables

23 890

23 890

Unitholders for distribution

39 068

39 068

1 119 076

1 119 076

Trade and other payables

Company – 2013

37. Capital management
The Group’s borrowings, excluding debentures, are limited to 50% of the value of the investment property portfolio (including
investment in listed securities) in terms of the existing debt covenants and to 65% in terms of the MOI.
As at 28 February 2014, the unutilised borrowing capacity was as follows:

GROUP

Investment property
Investment in listed company

COMPANY

2014

2013

2014

2013

6 965 730

2 119 112

6 605 930

1 896 996

333 637

–

333 637

–
1 896 996

7 299 367

2 119 112

6 939 567

50% thereof

3 649 684

1 059 556

3 469 784

948 498

Total borrowings

3 464 398

866 442

3 464 398

866 442

185 286

193 114

5 386

82 056

47.5%

40.9%

49.9%

45.7%

Unutilised borrowing capacity
Gearing

Management is committed to a gearing level for the Group of a maximum of 50% (2013: 45%). Due to the growth phase that
the Group is in, management increased the Group’s maximum gearing level. Total borrowings include both interest bearing
borrowings as well as other financial liabilities – Refer to note 19.
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38. Fair value hierarchy
The different levels have been defined as:
Level 1 – fair value is determined from quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 – fair value is determined through the use of valuation techniques based on observable inputs, either directly or indirectly.
Level 3 – fair value is determined through the use of valuation techniques using significant inputs.
The only financial instrument carried at fair value is the investment in listed company, which is categorised as level one
(refer to note 9).

Figures in Rand thousand

Level 1

Level 2

Level 3

Fair value
as at
28 February
2014

Assets
Listed property securities*

333 637

–

–

333 637

*Refer to note 9 for revaluation technique and key inputs.

39. Events after the reporting period
Post year end, Delta has entered into the following transactions:
▶ per the SENS announcement dated 27 March 2014, Delta entered into agreements with various vendors for the acquisition
of the properties known as Tembisa Megamart, Servamus, OMC Durban and the Marine for a total purchase consideration of
R845.2 million. These acquisitions will be financed through a combination of debt financing and new equity.
▶ per the SENS announcement dated 24 April 2014, Delta raised R118 million via a vendor consideration placement through the
issue of 14 622 058 linked units at a negotiated issue price of R8.07 per linked unit.
▶ the termination of the property management contract with MPS with effect from 01 June 2014 for a fee of R41.3m. A portion
of the termination fee was off-set against the amount owing by Delta to Motseng Property Investments Proprietary Limited. The
balance was settled in cash. MPI PAM has taken over the property management of those properties previously managed by
MPS on a cost recovery basis which will result in a saving to the Fund of future property management fees.
▶ per the SENS announcement dated 25 June 2014 Delta entered into an agreement with Rebosis in terms of which it was
agreed that Delta will sell its entire holding of Ascension units, namely 28 001 628 Ascension A linked units (the “AIA units”)
and 82 575 341 Ascension B linked units (the “AIB units”) to Rebosis for a cash consideration of R4.76 per AIA unit and
R2.61 per AIB unit.
The directors are not aware of any other material matter or circumstance arising since the end of the financial year, not
otherwise dealt with in these financial statements, which significantly affects the financial position of the Group and Company or
the results of its operations to the date of this Integrated Report.
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40. Going concern
The directors are of the opinion that the Group has adequate resources to continue operating for the foreseeable future and
that it is appropriate to adopt the going concern basis in preparing the Group’s financial statements. The directors have satisfied
themselves that the Group is in a sound financial position and that it has access to sufficient borrowing facilities to meet its
foreseeable cash requirements.

41. Reclassification
Certain comparative figures have been reclassified. Property management fees have been reclassified from administrative
expenses to property operating expenses. Management is of the opinion that these expenses relate directly to the day to day
management of the properties and its true nature is accurately disclosed as part of property operating expenses.
The effects of the reclassification are as follows:

Figures in Rand thousand

Audited year
ended
28 February
2013

Reclassification of Restated year
ended
property
operating 28 February
2013
expenses

Statement of comprehensive income
Group
Property operating expenses

(21 947)

(5 606)

(27 553)

Administration expenses

(17 399)

5 606

(11 793)

Company
Property operating expenses

(20 910)

(5 446)

(26 356)

Administration expenses

(12 650)

5 446
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42. Segmental information
The Group has five reportable segments based on the type of property i.e. Retail, Office government, Office other, Industrial and
Administration and corporate costs. Where a property has more than one tenant the segment is classified based on the
majority tenant type. For each strategic business segment, the entity’s executive directors review internal management reports
on a monthly basis. All segments are located in South Africa. There are no single major customers.
The accounting policies of the segments are the same as those applied in the Group. There were no inter-segment sales during
the period.
The following summary describes the operations in each of the entity’s reportable segments:

Figures in Rand thousand

Office
Retail government

Office
other

Industrial

Admin and
corporate
costs

Total

594 209

Segmental revenue and results
2014
Contractual rental income
Straight line rental income accrual
Property operating expenses
Net property rental and related income

14 574

396 662

162 640

20 333

–

811

46 135

8 120

4 748

–

(3 162)

–

(151 520)
502 503

(3 157)

(90 817)

(54 384)

59 814

12 228

351 980

116 376

21 919

–

Distributable income from investments

–

–

–

–

2 156

2 156

Other income

–

351

21

–

9 772

10 144

Administration expenses (excluding
goodwill impaired and depreciation)

–

–

Depreciation

–

–

12 228

352 331

5 536
–

Net operating profit/(loss)
Fair value adjustments – investment
property
Fair value adjustments – investments
Profit from operations
Finance costs

–

–

(46 956)

(46 956)

–

(1 061)

(1 134)

116 324

21 919

(36 089)

153 391

99 541

6 055

–

–

–

17 764

505 722

215 865

27 974

(39 356)

–

–

–

–

(151 149)

(73)

–
(3 267)

466 713
264 523
(3 267)
727 969
(151 149)

Interest received

–

–

–

–

5 954

5 954

Antecedent interest

–

–

–

–

35 270

35 270

17 764

505 722

215 865

27 974

(149 281)

618 044

–

–

–

–

(289 316)

(289 316)

17 764

505 722

215 865

27 974

(438 597)

328 728

–

–

–

–

17 764

505 722

215 865

27 974

174 772

4 499 187

1 948 888

230 602

–

918

96 134

10 482

4 747

–

112 281

Other assets

2 248

30 712

27 015

755

511 913

572 643

Total assets

177 938

4 626 033

1 986 385

236 104

511 913

7 538 373

1 511

39 888

13 057

1 830

4 164 147

4 220 433

Profit/(loss) before debenture interest
and taxation
Debenture interest
Profit/(loss) before taxation
Taxation
Profit/(loss) for the year

56 007
(382 590)

56 007
384 735

Reportable segment assets and
liabilities
Assets
Investment property – fair value
Straight line rental income accrual

6 853 449

Liabilities
Total liabilities (including debentures)
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Figures in Rand thousand

Office
Retail government

Office
other

Admin and
corporate
costs

Total

116 867

42. Segmental information (continued)
Segmental revenue and results
2013
Contractual rental income
Straight line rental income accrual
Property operating expenses (restated)
Net property rental and related income
Other income

2 683

83 978

30 206

–

107

20 858

2 117

–

23 082

(802)

(15 344)

(11 407)

–

(27 553)

1 988

89 492

20 916

–

112 396

4

6

–

–

10

Administration expenses (excluding goodwill
impaired and depreciation) (restated)

–

–

–

(8 827)

(8 827)

Goodwill impaired

–

–

–

(2 893)

(2 893)

Depreciation

–

–

Listing expenses

–

–

–

(21 659)

(21 659)

Restructuring expenses

–

–

–

(20 000)

(20 000)

1 992

89 498

20 843

(1 341)

52 928

Net operating profit/(loss)
Fair value adjustments

(73)

(2 465)

–

(73)

(53 379)

58 954

(14 807)

34 315

(55 446)

(55 446)

Finance costs

–

–

–

Interest received

–

–

–

651

142 426

18 378

(117 796)

–

–

–

(39 068)

651

142 426

18 378

(156 864)

–

–

–

(21 916)

(21 916)

651

142 426

18 378

(178 780)

(17 325)

Profit/(loss) before debenture interest and taxation
Debenture interest
Profit/(loss) before taxation
Taxation
Profit/(loss) for the year

5 836

5 836
43 659
(39 068)
4 591

Reportable segment assets and liabilities
Assets
47 893

1 423 202

598 958

–

Straight line rental income accrual

Investment property – fair value

107

46 835

2 117

–

2 070 053
49 059

Other assets

505

13 436

9 740

98 753

122 434

Total assets

48 505

1 483 473

610 815

98 753

2 241 546

643

14 578

5 535

1 167 114

1 187 870

Liabilities
Total liabilities (including debentures)
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Unitholder
ANALYSIS

Company : Delta Property Fund Limited
Register date: 28 February 2014
Number of linked units issued: 429 510 825

Number of
unitholdings

% of total
unitholdings

Units held

% held

Unitholder spread
1 – 1 000 Units

104

9.66

52 375

0.01

1 001 – 10 000 Units

467

43.36

2 182 834

0.51

10 001 – 100 000 Units

293

27.21

9 027 915

2.10

100 001 – 1 000 000 Units

151

14.02

54 921 038

12.79

62

5.76

363 326 663

84.59

1 077

100.00

429 510 825

100.00

1 000 001 Units and over
Total

Distribution of Unitholders
Collective Investment Schemes

115

10.68

195 007 320

45.40

Retirement Benefit Funds

115

10.68

116 334 172

27.09

Private Companies

28

2.60

32 831 636

7.64

Assurance Companies

18

1.67

21 677 736

5.05

Trusts

62

5.76

20 758 041

4.83

Close Corporations

17

1.58

12 648 984

2.95

683

63.42

9 672 149

2.25

Organs of State

1

0.09

7 004 613

1.63

Public Companies

2

0.18

3 985 885

0.93

Medical Aid Funds

9

0.84

3 773 665

0.88

Managed Funds

3

0.28

1 612 807

0.38

10

0.93

1 471 535

0.34

Hedge Funds

3

0.28

1 137 553

0.26

Custodians

2

0.19

642 367

0.15

Scrip Lending

1

0.09

600 000

0.14

Public Entities

1

0.09

284 215

0.07

Stockbrokers & Nominees

5

0.46

50 271

0.01

Investment Partnerships

1

0.09

17 874

0.00

Control Accounts

1

0.09

2

0.00

1 077

100.00

429 510 825

100.00

40

3.72

204 614 459

47.64

Directors and associates of the Company (direct holding)

2

0.19

2 016 777

0.47

Directors and associates of the Company (indirect holdings)

8

0.74

34 736 282

8.09

Retail Unitholders

Foundations & Charitable Funds

Total

Non-Public/Public Unitholders
Non-Public Unitholders

Non-public unitholders holding more than 10%
Government Employees Pension Fund

2

0.19

64 124 302

14.93

Government Fund Managers

14

1.30

54 514 651

12.69

Coronation Fund Managers

14

1.30

49 222 447

11.46

Public Unitholders

1 037

96.28

224 896 366

52.36

Total

1 077

100.00

429 510 825

100.00
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Total
unitholding

% held

Government Employees Pension Fund

64 124 301

14.93

Coronation Fund Managers

54 514 651

12.69

Stanlib

49 222 447

11.46

Nedbank Group

21 490 275

5.00

189 351 674

44.08

Beneficial Unitholdings (>5%)

Total

Unitholder
DIARY
Financial year end

28 February 2014

Announcement of annual results – 2014

08 May 2014

Annual report posted

26 August 2014

Annual General Meeting

02 October 2014

Announcement of interim results – 2015

Early November 2014

Distribution
DETAILS

for the year ended 28 February 2014

Distribution
number

Cents

Payment
date

For the period 02 November 2012* to 28 February 2013

1

23.69

27 May 2013

For the period 01 March 2013 to 31 August 2013

2

32.51

25 November 2013

For the period 01 September 2013 to 28 February 2014

3

40.18

26 May 2014

Interest on debentures

* Date of listing.
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NOTICE OF ANNUAL GENERAL MEETING

Notice of

ANNUAL GENERAL MEETING
DELTA PROPERTY FUND LIMITED
(Incorporated in the Republic of South Africa)
(Registration number 2002/005129/06)
Share code: DLT ISIN: ZAE000172052
(“Delta” or “the Company”)
REIT status approved
This document is important and requires your immediate attention. If you are in any doubt as to what action you should take in respect
of the following resolutions, please consult your Central Securities Depository Participant (CSDP), broker, banker, attorney, accountant
or other professional adviser immediately.
If you have sold or otherwise transferred all your linked units in Delta, please send this document together with the accompanying
form of proxy at once to the relevant transferee or to the stockbroker, bank or other person through whom the sale or transfer was
effected, for transmission to the relevant transferee.
Notice is hereby given to the unitholders and debenture holders (“unitholders” or “linked unitholders”) of Delta as at Friday,
15 August 2014, being the record date to receive notice of the Annual General Meeting in terms of section 59(1)(a) of the Companies
Act, that the Annual General Meeting of unitholders of the Company will be held in the boardroom at the Company’s registered office,
Silver Stream Office Park, 10 Muswell Road South, Bryanston, on Thursday, 2 October 2014 at 11h00 (Central African time) for the
purposes of the matters set out below, which meeting is to be participated in and voted at by unitholders registered as such on
Friday, 26 September 2014, being the record date to participate in and vote at the Annual General Meeting in terms of section
62(3 (a), read with section 59(1)(b) of the Companies Act, and to consider and, if deemed fit, to pass the following ordinary and
special resolutions, with or without amendment:
Section 63(1) of the Companies Act – Identification of meeting participants
Kindly note that meeting participants (including proxies) are required to provide reasonably satisfactory identification before being
entitled to attend or participate in a unitholders’ meeting. Forms of identification include valid identity documents, driver’s licences
and passports.
Report from the Transformation, Social, Ethics and Sustainability Committee in accordance with the requirements of the
Companies Act, Regulation 43(5)(c), the Chairman of the Transformation, Social, Ethics and Sustainability Committee, or in the
absence of the Chairman any member of the Committee, will present the Committee’s report to unitholders at the Annual General
Meeting.

Ordinary business
1.

Annual financial statements
To receive, consider and adopt the annual financial statements for the year ended 28 February 2014 of the Company and the
Group, together with the directors’ and independent auditors’ reports contained therein.
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Ordinary resolution 1
“Resolved that the audited annual financial statements for the Company and the Group for the year ended 28 February 2014,
including the directors’ report and the report of the independent auditors, be adopted.”

2.
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Directors’ retirement and re-election
In accordance with the Company’s Memorandum of Incorporation (“MOI”): one thrid are required to retire by rotation and who
being eligible are able to offer him/herself for re-election.
2.1

To confirm the retirement of Mr Karl Ernst Schmidt (Independent Non-Executive Director) as at 02 October 2014.

2.2

To re-elect Jose Jorge Goncalves da Costa (Independent Non-Executive Director).

A brief curriculum vitae appears on page 36 and 37 of the Integrated Report of which this notice forms part.
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for these resolutions to be adopted.
Ordinary resolution 2
“Resolved that, Karl Ernst Schmidt’s retirement as a director of the Company be confirmed as at 02 October 2014.
Ordinary resolution 3
“Resolved that, Jose Jorge Goncalves da Costa who retires in terms of the Company’s MOI and who, being eligible offers himself
for re-election, be re-elected as a director of the Company.”
3.

Re-appointment of auditors
To confirm the re-appointment of BDO South Africa Inc. as independent auditors to the Company, as nominated by the Audit,
Risk and Compliance Committee under section 90 of the Companies Act, for the ensuing financial year, and that the directors
shall be empowered to ratify their remuneration, as determined by the committee in terms of the committee charter, of which
amount shall be approved and endorsed by the directors.
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Ordinary resolution 4
“Resolved that the re-appointment of BDO South Africa Inc. as independent auditors to the Company, and
Mr Heemal Bhaga Muljee as the designated audit partner, until the conclusion of the next Annual General Meeting be confirmed,
and that their remuneration be determined by the Audit, Risk and Compliance Committee in terms of the committee charter,
which amount the directors shall be empowered to ratify.”
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.

4.

Re-appointment of Audit, Risk and Compliance Committee members for the year ending 28 February 2015.
To re-appoint the members of the Audit, Risk and Compliance Committee, proposed by the Remuneration and Nomination
Committee and as set out below, for the year ending 28 February 2015. In terms of the Companies Act, the Audit, Risk and
Compliance Committee must constitute three members. The current members are Karl Schmidt, who is the chairperson of the
committee, Nooraya Khan and Paul Simpson.
A brief curriculum vitae of each of the Audit, Risk and Compliance Committee members appears on page 36 and 37 of the
integrated report of which this notice forms part.
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Ordinary resolution 5
“Resolved that Nooraya Khan be re-appointed as the Company’s Audit, Risk and Compliance Committee member and chairman
for the year ending 28 February 2015, who is an Independent Non-Executive Director.”
Ordinary resolution 6
“Resolved that Paul Simpson be re-appointed as the Company’s Audit, Risk and Compliance Committee member for the year
ending 28 February 2015, who is an Independent Non-Executive Director.”

5.

Approval of remuneration policy
Non-binding advisory ordinary resolution 7:
“Resolved that, through a non-binding advisory vote, the Company’s remuneration policy and its implementation, as set out in the
remuneration policy included in the Integrated Report, be and is hereby approved.”
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
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Notice of ANNUAL GENERAL MEETING (continued)

6.

Issue of linked units for cash
To authorise the directors of the Company to issue linked units for cash, as and when they in their discretion deem fit. A 75%
(seventy five percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted in terms of the JSE Listings Requirements.
Ordinary resolution 8
“Resolved that, subject to the MOI of the Company and the debenture trust deed, the directors of the Company be and are
hereby authorised until this authority lapses at the next Annual General Meeting of the Company, provided that this general
authority shall not extend beyond 15 months, to allot and issue linked units for cash subject to the JSE Listings Requirements
and the Companies Act, on the following bases:

7.

(a)

the allotment and issue of linked units for cash shall be made only to persons qualifying as public unitholders and not to
related parties, as defined in the Listings Requirements of the JSE;

(b)

the number of linked units issued for cash shall not in the aggregate in the financial year of the Company (which
commenced 01 March 2014) exceed 5% of the Company’s issued linked units, being the equivalent of 22 552 122 linked
units (excluding treasury shares), as at the date of the Annual General Meeting;

(c)

any linked units issued in terms of this general authority must be deducted from the initial number of linked units available
under this general authority;

(d)

in the event of a subdivision or consolidation of issued linked units during the period of this general authority, the general
authority must be adjusted accordingly to represent the same allocation ratio;

(e)

the maximum discount at which linked units may be issued for cash is 10% of the weighted average price on the JSE of
those linked units over 30 days prior to the date that the price of the issue is agreed between the Company and the party
subscribing for the linked units;

(d)

after the Company has issued linked units for cash which represent, on a cumulative basis within a financial year 5% or
more of the number of linked units in issue prior to that issue, the Company shall publish an announcement containing full
details of the issue, including the effect of the issue on the net asset value, the average discount to the weighted average
price of those linked units over 30 days, the net tangible asset value, earnings, headline earnings, and if applicable diluted
earnings and diluted headline earnings per linked unit of the Company; and

(e)

the linked units which are the subject of this general authority must be of a class already in issue, or where this is not the
case, must be limited to such linked units or rights as are convertible into a class already in issue”.

Authority to issue linked units to enable linked unitholders to re-invest cash distributions
Ordinary resolution 9
“Resolved that, subject to the provisions of the Companies Act, the Company’s Memorandum of Incorporation, the Company’s
debenture trust deed and the JSE Listings Requirements, as applicable from time to time, that, in the event that:
the Company elects, upon declaration by the Company of a distribution in respect of its linked units, to afford all linked
unitholders the option of re-investing their distributions by subscribing for new linked units of the Company
(the Re-investment Option); and
some of the Company’s linked unitholders elect to re-invest their distributions in accordance with the Re-investment Option,
the directors be and are hereby authorised to issue to each linked unitholder who elects to reinvest their distributions in
accordance with the Re-investment Option such number of linked units (each comprising an ordinary share of no par value
linked together with a variable rate, unsecured, subordinated debentures with a nominal value of R1.15 each) as are equivalent
in value to the distributions reinvested by such linked unitholder, on such terms and conditions as the directors may, at their
discretion, determine.”
A 50% (fifty percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
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8.

Authority to action all ordinary and special resolutions
Ordinary resolution 10
“Resolved that any one director of the Company or the Company Secretary be and is hereby authorised to do all such things
as are necessary and to sign all such documents issued by the Company so as to give effect to such ordinary resolutions and
special resolutions with or without amendment and where applicable, registered.”

9.

Remuneration of Non-Executive Directors
To approve the remuneration of Non-Executive Directors for the financial year ending 28 February 2015.
A 75% (seventy five percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Special resolution 1: Approval of Non-Executive Directors’ remuneration for their services as directors
“Resolved that the fees payable by the Company to the Non-Executive Directors for their services as directors (in terms of
section 66 of the Companies Act) be and are hereby approved for the financial year ending 28 February 2015 and for a period
of two years from the passing of this resolution or until its renewal, whichever is the earliest, as follows:
Annual fee

R’S

Board chairperson

216 000

Non-Executive Director

161 000

Audit, Risk and Compliance Committee chairperson

65 000

Audit, Risk and Compliance Committee member

47 600

Remuneration and Nomination Committee chairperson

65 000

Remuneration and Nomination Committee member

47 600

Investment Committee chairperson

65 000

Investment Committee member

47 600

Transformation, Social, Ethics and Sustainability Committee chair

65 000

Transformation, Social, Ethics and Sustainability Committee member

47 600

The annual escalation in fees to be based on CPI and to be agreed by the Nomination and Remuneration Committee.”
The reason and effect for special resolution 1:
To obtain linked unitholder approval by way of a special resolution in accordance with section 66 of the Companies Act, for
the payment by the Company of remuneration to each of the Non-Executive Directors of the Company for services rendered
as directors for a period of two years from the passing of this resolution or until its renewal, whichever is the earliest, in the
amount set out in special resolution 1 above.
10.

General authority to repurchase issued linked units
A 75% (seventy five percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Special resolution 2: general authority to repurchase issued linked units
“Resolved that the directors be authorised in terms of the Company’s MOI and the debenture trust deed, until this authority
lapses at the next Annual General Meeting of the Company or unless it is then renewed at the next Annual General Meeting of
the Company and provided that this authority shall not extend beyond 15 months, to enable the Company or any subsidiary of
the Company (if applicable) to acquire linked units of the Company subject to the JSE Listings Requirements and the Companies
Act, on the following bases:
(a)

the repurchase of linked units must be implemented through the order book operated by the JSE trading system without
any prior understanding or arrangement between the Company and the counterparty;

(b)

the Company (or any Subsidiary) must be authorised to do so in terms of its MOI;

(c)

the number of linked units which may be repurchased pursuant to this authority in any financial year (which commenced
01 March 2014) may not in the aggregate exceed 20% (or 10% where the repurchases are effected by a subsidiary) of
the Company’s share capital as at the date of this notice of Annual General Meeting;
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(d)

repurchases may not be made at a price more than 10% above the weighted average of the market value on the JSE of
the linked units in question for the five business days immediately preceding the repurchase;

(e)

repurchases may not take place during a prohibited period (as defined in paragraph 3.67 of the Listings Requirements of
the JSE) unless a repurchase programme is in place and the dates and quantities of linked units to be repurchased during
the prohibited period have been determined and full details thereof announced on SENS prior to commencement of the
prohibited period;

(f)

after the Company has repurchased linked units which constitute, on a cumulative basis, 3% of the number of linked
units in issue (at the time that authority from linked unitholders for the repurchase is granted), the Company shall publish
an announcement to such effect, or any other announcements that may be required in such regard in terms of the JSE
Listings Requirements applicable from time to time;

(g)

the Company (or any subsidiary) shall appoint only one agent to effect repurchases on its behalf; and

(h)

a resolution has been passed by the board of directors of the Company or the Group authorising the repurchase, and
the Company has passed the solvency and liquidity test as set out in section 4 of the Companies Act and that, since the
application of the solvency and liquidity test by the board, there have been no material changes to the financial position of
the Company.”

The reason for and effect of special resolution 2:
The reason for special resolution 2 is to afford directors of the Company a general authority for the Company (or a subsidiary
of the Company) to effect a repurchase of the Company’s linked units on the JSE. The effect of the resolution will be that the
directors will have the authority, subject to the JSE Listings Requirements and the Companies Act to effect repurchases of the
Company’s linked units on the JSE.
Certain information relating to the Company as required by the JSE Listings Requirements is set out in the attached Annexure
which forms part of this notice of Annual General Meeting.
11.

Approval of financial assistance
A 75% (seventy five percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Special resolution 3: Approval of financial assistance
“Resolved that to the extent required by the Companies Act, the board of directors of the Company may, subject to compliance
with the requirements of the MOI, the Companies Act and the JSE Listings Requirements, each as presently constituted and as
amended from time to time, authorise the Company to provide direct or indirect financial assistance, in terms of section 45 of
the Companies Act, by way of loan, guarantee, the provision of security or otherwise, to:
Any of its present or future subsidiaries and/or any other Company or corporation that is or becomes related or interrelated to the Company for any purpose or in connection with any matter, including, but not limited to, acquisition of or
subscription for any option or any securities issued or to be issued by the Company or a related or inter-related company,
or for the purchase of any securities of the Company or a related or inter-related company;
Such authority to endure until the Annual General Meeting of the Company for the year ended 28 February 2015.”
Reason for and effect of special resolution 3
The reason for special resolution 3 is to comply with the provisions of the Companies Act. The effect of the special resolution
is that, if approved by the unitholders at the Annual General Meeting, the provision of financial assistance to the categories of
persons indicated will be approved.

12.

Authority to issue shares to directors who elect to re-invest their distributions under the Re-investment Option
A 75% (seventy-five percent) majority of votes cast by those unitholders present or represented and voting at the Annual General
Meeting is required for this resolution to be adopted.
Special resolution 4: Authority to issue shares to directors who elect to re-invest their distributions under the re-investment
option
“Resolved that, subject to the provisions of the Companies Act, the Company’s Memorandum of Incorporation, the Company’s
debenture trust deed and the JSE Listings Requirements, as applicable from time to time, that, in the event that:
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the Company elects, upon declaration by the Company of a distribution in respect of its linked units, to afford all linked
unitholders the option of re-investing their distributions by subscribing for new linked units of the Company (the Reinvestment Option); and
some of the Company’s linked unitholders, who are also persons contemplated in section 41(1) of the Companies Act (which
includes present or future directors or officers of the Company and persons related or inter-related to the Company or its
directors and officers), elect to re-invest their distributions in accordance with the Re-investment Option,
the directors be and are hereby authorised to issue to each such linked unitholder who elects to re-invest their distributions
in accordance with the Re-investment Option such number of linked units (each comprising an ordinary share of no par value
linked together with a variable rate, unsecured, subordinated debentures with a nominal value of R1.15 each) as are equivalent
in value to the distributions re-invested by such linked unitholder, on such terms and conditions as the directors may, at their
discretion, determine.”
Reason for and effect of special resolution 4
The reason for special resolution 4 is to comply with the provisions of the Companies Act. The effect of the special resolution
is that, if approved by the unitholders at the Annual General Meeting, the directors will be authorised to issue units to linked
unitholders to re-invest their distribution in accordance in the Re-investment Option.

Electronic participation
In terms of Delta’s Memorandum of Incorporation and sections 63(2) and 63(3) of the Companies Act, shareholders or their
proxies may participate at the Annual General Meeting by way of telephone conference call and, if they wish to do so:
must contact the Company Secretary (email: paulanel@pncs.co.za) by no later than Monday, 29 September 2014 in order
to obtain dial-in details for the conference call; and
will be required to provide reasonably satisfactory identification; and
will be billed separately by their own telephone service providers for their telephone call to participate at the Annual General
Meeting.

Voting and proxies
Each of Delta’s linked units comprises one ordinary share and one debenture. Certificated and own-name dematerialised unitholders
are therefore advised that they must complete a separate form of proxy for certificated and own-name dematerialised unitholders and
a separate form of proxy for certificated and own-name dematerialised debenture holders in order for their vote/s to be valid. The
form of proxy for certificated and own-name dematerialised unitholders is included in this Integrated Report.
A unitholder of the Company entitled to attend, speak and vote at the Annual General Meeting is entitled to appoint a proxy or proxies
to attend, speak and to vote in his stead. The proxy need not be a unitholder of the Company.
On a show of hands, every unitholder of the Company present in person or represented by proxy shall have one vote only. On a poll,
every unitholder of the Company present in person or represented by proxy shall have one vote for every linked unit in the Company by
such unitholder.
A form of proxy is attached for the convenience of certificated and own-name dematerialised unitholders holding linked units in the
Company who cannot attend the Annual General Meeting but wish to be represented thereat.
Such unitholders must complete and return the attached form of proxy and lodge it with the transfer secretaries of the Company.
Dematerialised unitholders who have not elected own-name registration in the sub-register of the Company through a Central
Securities Depository Participant (“CSDP”) and who wish to attend the Annual General Meeting, must instruct the CSDP or broker to
provide them with the necessary authority to attend.
Dematerialised unitholders who have not elected own-name registration in the sub-register of the Company through a CSDP and who
are unable to attend, but wish to vote at the Annual General Meeting, must timeously provide their CSDP or broker with their voting
instructions in terms of the custody agreement entered into between that unitholder and the CSDP or broker. Such unitholders are
advised that they must provide their CSDP or broker with separate voting instructions in respect of the shares and the debentures in
terms of their linked units.

DELTA PROPERTY FUND

Integrated Report 28 February 2014

127

NOTICE OF ANNUAL GENERAL MEETING

Notice of ANNUAL GENERAL MEETING (continued)

Forms of proxy may also be obtained on request from the Company’s registered office. The completed forms of proxy must be
deposited at, posted or faxed to the transfer secretaries, Computershare Investor Services Proprietary Limited, Ground Floor,
70 Marshall Street, Johannesburg, 2001 (PO Box 61051, Marshalltown, 2107), to be received at least 48 hours prior to the Annual
General Meeting. Any unitholder who completes and lodges a form of proxy will nevertheless be entitled to attend and vote in person at
the Annual General Meeting should the unitholder subsequently decide to do so.
By order of the board

Company Secretary
Registered office
Silver Stream Office Park, 10 Muswell Road South, Bryanston, 2021
(Postnet Suite 210, Private Bag X21, Bryanston, 2021)
Transfer secretaries
Computershare Investor Services Proprietary Limited
Ground Floor, 70 Marshall Street, Johannesburg, 2001
(PO Box 61051, Marshalltown, 2107)
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General information on the Company to support the resolutions proposed in the Notice of Annual
General Meeting
The following information is required by the JSE Listings Requirements with regard to the resolution granting a general authority to the
Company to repurchase its securities (Special resolution 2).
The JSE Listings Requirements require the following disclosures, some of which are elsewhere in the integrated report of which this
notice forms part as set out below:
Directors and management

pages 34 to 41

Major beneficial unitholders of the Company

pages 120 and 121

Directors’ interests in linked units

page 72

Capital structure of the Company

pages 96 and 97 (notes 14 and 15)

Litigation statement
In terms of section 11.26 of the JSE Listings Requirements, the directors, whose names appear on pages 34 and 35 of the
Integrated Report of which this notice forms part, are not aware of any legal or arbitration proceedings, either pending or threatened
against the Company or the Group, of which the Company is aware, which may have, or have had in the last twelve months, a material
effect on the financial position of the Company or the Group.

Material change
Other than the facts and developments reported on in the Integrated Report of which this notice forms part, there have been no
material changes in the affairs or financial position of the Company and the Group since the date of signature of the audit report for
the financial year ended 28 February 2014 and up to the date of this notice.
The board of directors has no immediate intention to use this authority to repurchase company linked units. However, the board of
directors is of the opinion that this authority should be in place should it become apparent to undertake a share repurchase in the
future.

Directors’ responsibility statement
The directors whose names are given on pages 34 and 35 of the Integrated Report, collectively and individually accept full responsibility
for the accuracy of the information given in this notice of Annual General Meeting and certify that to the best of their knowledge
and belief 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 the notice contains all information required by law and the JSE Listings
Requirements.

Statement by the Company’s board of directors in respect of repurchases of linked units
Pursuant to and in terms of the JSE Listings Requirements, the directors of the Company hereby state that the intention of the
directors is to utilise the authority at their discretion during the course of the period so authorised as and when suitable opportunities
present themselves, which may require immediate action.
The directors are of the opinion that, after considering the effect of the maximum repurchase permitted and for a period of 12 months
after the date of this Annual General Meeting:
1.

The Company and the Group will be able to pay their debts as they become due in the ordinary course of business;

2.

The consolidated assets of the Company and the Group, fairly valued in accordance with the accounting policies used in the
Company’s latest audited Group annual financial statements, will be in excess of the consolidated liabilities of the Company and
the Group;

3.

The share capital, reserves and working capital of the Company and the Group will be adequate for the purposes of the ordinary
business of the Company and the Group;

4.

The Company will provide its sponsor and the JSE with all documentation as required in Schedule 25 of the JSE Listings
Requirements, and will not undertake any such repurchase until the sponsor has signed off on the adequacy of its working
capital, advised the JSE accordingly and the JSE has approved this documentation.
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Corporate

INFORMATION AND ADVISORS
Share code: DLT

LDM Valuations Solutions Proprietary Limited

ISIN: ZAE000172052

(Registration Number: 2013/118576/07)

JSE sector: Real Estate – Real Estate holdings and development

3 Oude Westhof Medical Centre

Year end: 28 February

Van Riebeeckshof Road

Company registration number
2002/005129/06

Oude Westhof
7530
Western Cape

Country of incorporation

South Africa

South Africa

(PO Box 12148, N1 City, 7463)

Website

Real Insight Proprietary Limited

www.deltafund.co.za

(Registration Number: 2012/101775/07)
3rd Floor, North Wing

Registered office

Hyde Park Corner

Silver Stream Office Park

Hyde Park

10 Muswell Road South

Sandton, 2196

Bryanston, 2021

(PO Box 413581, Craighall 2024)

(Postnet Suite 210, Private Bag X21, Bryanston, 2021)
Simunye Property Valuers CC
Legal advisor

(Registration Number: 2002/054480/23)

Bowman Gilfillan Inc.

110 Fourth Avenue

(Registration number 1998/021409/21)

Newton Park

165 West Street

Port Elizabeth

Sandton, 2146

Eastern Cape

(PO Box 785812, Sandton, 2146)

South Africa

Independent property valuer

Active Blue Valuation Solutions CC

Ace Valuers Proprietary Limited

(Registration number 2004/117064/23)

(Registration Number: 2012/143082/07)

3 Oude Westhof Medical Centre

2 Bonsai Close

Van Riebeeckshof Road

Glen Marais

Oude Westhof, 7530

Kempton Park

(Private Bag X2, Suite 65, Welgemoed, 7538)

(P.O. Box 8284, Birchleigh, 1621)
Abakon Property Valuations Proprietary Limited
(Registration Number: 2012/012492/07)
16 Pinotage Crescent
Glen Erasmia Boulevard
Veld Street
Glen Marais
Kempton Park
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Transaction and communication advisor

Debenture trustee

Instinctif Proprietary Limited formerly known as College Hill
Proprietary Limited

Maitland Trust Limited

(Registration number 1997/02334/07)
Fountain Grove Office Park
5 Second Road

(Registration number 1981/009543/06)
1 Protea Place
Sandown, 2196
(PO Box 781396, Sandton, 2146)

Hyde Park, 2196
(PO Box 413187, Craighall, 2024)

Bankers
The Standard Bank of South Africa Limited

Transfer secretaries
Computershare Investor Services Proprietary Limited
(Registration number 2004/003647/07)
Ground floor, 70 Marshall Street
Johannesburg, 2001
(PO Box 61051, Marshalltown, 2107)

(Registration number 1962/000738/06)
Corporate Banking
3 Simmonds Street
Johannesburg 2001
South Africa
(PO Box 61344, Marshalltown 2107, South Africa)

Corporate advisor and sponsor

Nedbank Corporate, a division of Nedbank Limited

Nedbank Capital, a division of Nedbank Limited

(Registration number 1951/000009/06)

(Registration number 1951/000009/06)

135 Rivonia Road

135 Rivonia Road

Sandown, 2196

Sandown, 2196

(PO Box 1144, Johannesburg, 2000)

(PO Box 1144, Johannesburg, 2000)

Company secretary

Independent reporting accountants and auditors

Paula Nel

BDO South Africa Incorporated

BCom FCIS

(Registration number 1995/002310/21)

Silver Stream Office Park

22 Wellington Road

10 Muswell Road South

Parktown, 2193

Bryanston, 2021

(Private Bag X60500, Houghton, 2041)

(Postnet Suite 210, Private Bag X21, Bryanston, 2021)

Competition law and tax advisor

Enquiries relating to the annual report:

Cliffe Dekker Hofmeyr Inc.

Sandile Nomvete – sandile.nomvete@deltafund.co.za

(Registration number 2008/018923/21)

Bronwyn Corbett – bronwyn.corbett@deltafund.co.za

1 Protea Place
Sandton, 2196
(Private Bag X7, Benmore, 2010)
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