
Remuneration Report

This report outlines Spear’s remuneration 
policy, which encapsulates short-, medium- 
and long-term incentive programmes and 
how the policy will be implemented.

BACKGROUND STATEMENT
It is with great pleasure that we present the remuneration 
report for the year ended 28 February 2018. We have 
taken a number of proactive steps to ensure that the 
requirements of King IV, where applicable, have been 
applied.

Accordingly, this report consists of three sections, 
namely, the background statement (Chairman’s letter), 
the remuneration policy and the implementation report. 

This year, in line with the requirements of the amended 
JSE Listings Requirements, will be the first year we 
will be putting both the remuneration policy and the 
implementation report to shareholders for a non-binding 
vote.

Context

Despite it being a turbulent year for the South African 
economy and the drought that affected local businesses 
in the Cape Metropole, Spear performed strongly and 
continued to deliver against its strategic short-, medium- 
and long term-targets while maximising shareholder 
returns.

Given Spear’s general alignment with King IV, the 
remuneration policy was improved with the introduction 
of a Conditional Share Plan (“CSP”) and employee benefits 
aimed at attracting and retaining motivated, high-caliber 
and appropriately skilled real-estate-focused executives 
while ensuring that the remuneration was fair, responsible 
and transparent.

Focus areas during the year

The focus areas of the remuneration committee in the 
2018 financial year included the following:

• Review and implementation of Spear’s remuneration 
policy

• Aggregate pay mix for executive directors, including 
long-term incentives (“LTI”) and short-term incentives 
(“STI”) were considered and approved

• Increases in the guaranteed packages for executive 
directors were considered and approved

• Increases in the guaranteed packages for senior 
management and employees were considered and 
approved
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• The implementation of employee benefits to 
commence on 1 March 2018 was considered and 
approved

• The CSP was tabled before the shareholders and 
approved at a special general meeting held on 
26 January 2018. The first allocation of awards was 
made in the 2018 year

• The STI and related award criteria were considered 
and approved

• Non-executive directors’ fees for the 2018/19 year 
were considered and approved, which is to be tabled 
at the 2018 AGM

• Succession plans for the CEO and CFO were reviewed

• The outcomes of the 2016/17 remuneration policy 
were reviewed to ensure that the set objectives had 
been achieved.

During the year the remuneration committee sought 
independent external advice on remuneration trends and 
market benchmarks of similar size and type of REITs to 
assist in the formulation, review and implementation of 
Spear’s remuneration policy. The committee was satisfied 
that these advisors were independent and objective.

Future focus area

A future focus area is to ensure that appropriate external 
benchmarking exercises are performed every three years 
to ensure that Spear has an effective and appropriate 
remuneration policy and pay composition. It has been 
agreed that the remuneration committee will apply 
inflationary adjustments to all categories of pay in years 
two and three. 

Non-binding advisory vote

As Chairman of the remuneration committee I, and 
my fellow members, consider the Spear remuneration 
policy to be aligned with and supportive of the long-term 
business strategy of Spear. We look forward to receiving 
your support for both the remuneration policy and the 
implementation report at the AGM.

Jalal Allie
Chair: Remuneration Committee 

21 June 2018

REMUNERATION POLICY
Remuneration philosophy
Spear has adopted a high-performance culture aimed at 
ensuring that the total rewards package for its employees 
is appropriate at all levels and is aligned to the short-, 
medium- and long-term strategic objectives of Spear.

Spear is committed to being compliant with best practice 
in the areas of remuneration in which remuneration 
packages and incentives are regularly evaluated against 
market surveys to ensure the attraction and retention of 
vital talent.

Remuneration approach and wage gap
Spear is mindful of the pay gap ratio in comparison to 
highly skilled executives and therefore it is the ethos of 
Spear to take into regard a fair and reasonable approach 
to executive remuneration with collective regard given 
to Spear’s performance, the individual’s performance as 
well as the relevant benchmarks used to arrive at any 
decision. 

Spear is committed to ensuring that the remuneration 
strategy is fair and responsible at all levels and achieves a 
sustainable balance between the guaranteed packages, 
STIs and LTIs, while further ensuring good governance 
principles and any prescribed minimum pay rates, are 
applied in this regard.

Benchmarking and pay composition
Spear has taken the policy decision to perform external 
benchmarking exercises every three years to ensure that 
Spear has an effective and appropriate remuneration 
policy and pay composition. It has been agreed that 
the remuneration committee will apply inflationary 
adjustments to all categories of pay in years two and 
three. The committee has the ongoing delegated 
authority to review and adjust executives’ remuneration 
should the committee conclude that any executive’s 
remuneration does not benchmark to market.

Remuneration Framework
Spear’s remuneration framework is designed to attract 
and retain high-quality talent while at the same time 
motivating performance that drives value creation. The 
Spear remuneration framework in respect of employees 
is detailed on page 34.

CareCross Building – Newlands
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Remuneration Framework

Guaranteed pay Variable pay

Basic pay Benefits Incentives

Cash salary including a 
thirteen cheque and bonus

Benefits that include a travel 
benefit, cellphone benefit, medical 
aid and retirement scheme

STI and LTI scheme based on 
individual and company performance

Spear has approved a 6% aggregate increase in total guaranteed pay for general staff for the 2019 financial year. 

Components of remuneration for executive directors
The table below sets out an overview of the components of remuneration that apply to executives.

Element Purpose
Performance period 
and measures Option and delivery

Total guaranteed pay
(includes fixed salary and 
benefits, e.g. travel benefit, 
cellphone benefit, medical 
aid and retirement 
scheme)

To compensate executives 
for time and competence 
at a market-related rate, 
taking into consideration 
individual performance and 
contribution.

Reviewed annually and 
based on individual 
performance.

Delivered to the executive 
as a cash salary and a mix 
of compulsory and/or 
discretionary benefits such 
as medical aid, retirement 
scheme, petrol benefit and 
cellphone benefit.

STI To create a high-
performance culture 
through a cash bonus linked 
to performance against 
contracted deliverables.

Performance is 
evaluated annually 
against distribution 
per share as measured 
against the annual 
budget. 

Payable in cash in February 
based on guidelines each 
year in respect of the 
previous financial year.

LTI To attract, retain and reward 
executives who perform 
well and to reinforce 
key alignment between 
executive interests and 
shareholder interests.

Performance conditions 
are inherent in the 
award, which is based 
on distribution per share 
growth (70%) and net 
asset value per share 
growth (30%) being 
achieved.

Annual award of options is 
made entitling an individual 
to shares. Vesting occurs 
every fourth year except 
for the first tranche that will 
vest over three years and 
four months.

There are currently no obligations in the executives’ 
employment contracts which give rise to payments 
on termination of employment or office. Furthermore, 
it is policy that Spear’s executives have employment 
contracts which may be terminated with a notice period 
of three months.

Short-term incentives
Introduction

The STI programme provides for a clear alignment 
of executive strategies which is designed to ensure 
that Spear is the benefactor of the highest possible 

distribution per share in any given period. The STI 
programme further aims to reward over-performance 
achieved by the executives of Spear, which is a material 
informant when determining bonuses.

STI allocation methodology

The remuneration committee sets the economic targets 
for the STI on an annual basis. The measurement 
metric for the STI is distribution per share, as measured 
against the annual budget set by management. The STI 
scheme is effectively an over-performance remuneration 
model based on rewarding executives once budgeted 
distribution per share has been exceeded by the metrics 

on an incremental basis, based upon the level of over-
performance on distribution per share compared to the 
budgeted forecast.

The table below sets out the forecast STI as approved 
by the remuneration committee after the period ended 
28 February 2018 and will be based on forecast dividends 
per share (“DPS”) performance for the year ending 
28 February 2019.

Level of 
performance Measure

Share of %
over forecast

DPS
Rand value of

 STI pool

Total
STI as % sharing 

of total DPS

Forecast Forecast DPS – – –
On target Forecast DPS + 10% 15  2 139 632 1.36
Stretch Forecast DPS+ 15% 30  6 418 897 3.91

All benefits of the STI are subject to the participants 
remaining in the employ of Spear.

Long-term incentives
Introduction

The LTI programme is part of a maximum performance 
and comprehensive skills retention strategy to ensure 
that targets are achieved and human capital preservation 
is maintained within Spear. 

Conditional Share Plan

As part of the LTI programme and together 
with the independent and external guidance of 
PricewaterhouseCoopers, a CSP was introduced and 
approved at a special general meeting of shareholders 
held on 26 January 2018. The CSP was designed to: 

• Attract, retain and reward executives and senior 
members of the management team

• Provide an opportunity for executives and senior 
management to share in the success of Spear

• Continuously incentivise executives and senior 
management to deliver on the key strategic objectives 
set by Spear over the long term

• Reinforce key alignment between the executives, 
senior management and Spear shareholders.

Long-term incentive allocation methodology

A tranche-based award system was adopted whereby, 
on an annual basis, participants are awarded a number 
of conditional shares in the LTI programme, which vests 
over a four-year period except for the first tranche that will 
vest over three years and four months. The first tranche 
was awarded to executives and senior management on 
1 March 2018.

Conditional shares will be divided into performance shares 
(70%, based on individual and company performance) 

and restricted shares (30%, based on vesting period 
employed). Performance shares are further subject to a 
performance criterion which is based on distribution per 
share growth (70%) and net asset value per share growth 
(30%) being achieved.

Cessation of employment

In the case of a cessation of employment, the treatment 
of the unvested conditional shares will depend on the 
reason for cessation as set out below.

Reason for cessation
Treatment of unvested 
options

Just cause dismissal or 
resignation.

Remuneration committee 
has the authority to amend 
the terms of the award.

Death, illness, permanent 
disability, retirement, 
early retirement and 
retrenchment.

Remuneration committee 
has the authority to 
accelerate the vesting 
period.

Non-executive directors’ fees 
Non-executive directors do not have employment 
contracts and do not receive any benefits associated with 
permanent employment and do not qualify for any STIs 
or LTIs. Their fees as directors consist of a fixed fee for 
services as a director and an additional attendance fee 
for duties on committees. The Chairman of the board is 
paid a higher fee to reflect the complexity and amount 
of preparation required by him. Furthermore, Spear’s 
board members all reside in Cape Town and therefore 
Spear does not pay for any travel and accommodation 
expenses in respect of board and committee meetings. 

The proposed fees for 2018/19 are detailed on page 36 
and will be submitted for approval by the shareholders 
at Spear’s AGM to be held on 10 August 2018.
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2018/19

Annual base
 fee

R

Attendance
fee

R

Chairman of the board  400 000 
Board member  200 000 
Chairman of audit and risk 
committee  7 000 
Member of audit and risk 
committee  5 000 
Chairman of other 
subcommittee  7 000 
Member of other 
subcommittee  5 000 

Based on the meetings set for the period, the total fees 
payable in the coming period will amount to R1 609 000 
excluding VAT. The significant increase in comparison to 
the prior financial period is due to the fees being paid for 
a full financial period, the appointment of an additional 
board member and the increase in the number of 

meetings to be held in the coming year. 

15 0n Orange interior

IMPLEMENTATION REPORT
Spear’s remuneration committee is satisfied that Spear 
complied with its remuneration policy during the 2018 
financial year. 

Total guaranteed package (“TGP”)
In January 2018, Spear undertook an exercise to review, 
benchmark and adjust the executive remuneration to 
closer reflect executive management remuneration levels 
within the real estate sector with effect 1 March 2018. 

The following table sets out the TGP increases for the 
executive directors:

Executive directors
2018

R’000

MN Flax 1 881
QM Rossi 2 173
C Barnard 1 398

Annual salary increases for all staff levels excluding 
executives were based on various factors ranging from 
Spear’s profits, average CPI and market-related salary 
indicators. The salary increase percentage for all staff 
levels excluding executives was 6%. This was largely 
as a result of implementation of retirement benefits for 
employees whereby an additional contribution of 3,5% 
would be made by Spear towards the retirement benefits 
of each employee.

STI performance outcomes
The table below sets out the forecast STI as approved 
by the remuneration committee after the period 

ended 28 February 2018 and will be based on forecast 
performance for the year ended 28 February 2018.

Level of performance Measure

Share of % 
over forecast

DPS
Rand value
of STI pool

Total STI 
as % sharing 

of total 
DPS

Forecast Forecast DPS – – –
On target Forecast DPS + 10% 15  1 668 708 1.40
Stretch Forecast DPS + 15% 30  5 006 123 3.90

STIs awarded in the 2018 financial year
The following table sets out the STI paid to executive 
directors during the 2018 financial year:

Executive directors
2017

R’000
2018

R’000

MN Flax – 251
QM Rossi – 251
C Barnard – 215

LTIs awarded in the 2018 financial year
A long-term incentive programme in the form of a 
Conditional Share Plan was only introduced and approved 
at a special general meeting of shareholders held on 
26 January 2018. The first tranche was only awarded to 
executives and senior management on 1 March 2018 
and  therefore no allocations were made in the 2018 
financial year.

Previously, an Employee Share Trust had been constituted 
to form part of the LTI programme. However, as a result of 
it not being tax efficient and beneficial to the employees, 
no shares were awarded therefrom and subsequently a 
conditional share plan was adopted.

Single-figure remuneration
The following table sets out the remuneration paid to 
executive directors during the 2018 financial year:

Executive
directors

Basic salary
R’000

STI
R’000

Total
R’000

MN Flax 1 448 251 1 699
QM Rossi 1 475 251 1 726
C Barnard 903 215 1 118

Non-executive directors’ fees
The following table sets out the remuneration paid to 
non-executive directors during the 2018 financial year:

Executive
directors

Appointed to the
board

Directors’
fees

R’000

A Varachhia 19 Apr 2016 400
N Kjellström-Matseke 30 Sept 2016 227
BL Goldberg 20 Jul 2016 232
JE Allie 20 Jul 2016 228
CS McCarthy 28 Jun 2017 138
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