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“In my maiden newsletter to the market in 
March 2020, I quoted former US President 
Franklin D. Roosevelt who said, “A smooth sea 
never made a skilled sailor”. From my current 
perspective, it feels impossible to overstate the 
global economic headwinds that Covid-19 is 
causing businesses everywhere. The need for 
strong leadership and the ability to be agile in this 
“new normal” is more urgent than ever. There is no 
doubt in my mind, however, that we will come out 
of this stronger and more resilient.”

– Quintin Rossi

– Quintin Rossi

It is my pleasure to share Spear’s 2020 year in review. Spear 
listed on the JSE in November 2016 and has successfully 
delivered on its founding strategy to grow distributions 
per share annually ahead of inflation, acquire high-quality 
accretive Western Cape assets, generate sustainable rental 
revenue and actively manage its real estate investments. 
I feel privileged to lead Spear and am honoured to have a 
best of breed team building our business daily. 

During the 2020 financial year Spear had celebrated its 
third year as a listed REIT and has grown its asset value 
to R4.18 billion – a growth of about 200% in asset value 
since listing a R1.4 billion portfolio in 2016. I am pleased to 
announce that Spear has grown its distribution per share by 
6.06% from the 2019 financial year. The total distribution for 
the 2020 financial year will be 91.66 cents per share. I maintain 
that achieving these results is a result of Spear’s high-quality 
real estate portfolio, hands-on asset management, close 
proximity to its assets (we are the only regionally-focused 
REIT listed on the JSE) and early tenant engagement strategy. 
Spear has stuck to the S.M.A.R.T. strategy recorded in its pre-
listing statement and the results of this are evident in our full 
year results for the 2020 financial year.

The listed real estate sector has had a torrid time over the 
last year, with significant outflows from real estate-specific 
investors. Distributable earnings from the real estate sector 
continue to diminish due to tough trading conditions, 
purchasing-power constraints on consumers, and a rise in 
average household debt. Eskom’s inability to meet power 
demand discourages major capital investment into South 
Africa and places further pressure on SA Inc. This forces 
business to seek external manufacturing and production 
opportunities, which negatively impact labour, resources and 
real estate. The rise of e-commerce has been good for the 
modern logistics sector, which has been one of the few real 
estate subsectors that has shown growth over the last year. 
That being said, it is hard to quantify fully what the global, 
regional and local impact of Covid-19 will be in the months 
and years ahead. 

In his first ever shareholder letter in 1997, Amazon CEO 
Jeff Bezos wrote, “It’s all about the long term… A fundamental 
measure of our success will be the shareholder value we 
create over the long term.” At Spear, our focus must likewise 
be on creating sustainable stakeholder value. As a co-founder 
of Spear, I often imagine this business as one of my children. 
The early years are generally easy, but toddlerhood can be 
tougher to navigate. In the good and the bad years we must 
never abandon our vision and responsibility to raise a well-
rounded business. 

Spear remains 100% committed to South Africa and to its 
Western Cape only investment strategy. The Western Cape 
in my view is the investment case for South Africa, boasting 
high quality road, electrical and water infrastructure. Spear 
obtains its diversification through asset-type investment in 
commercial, industrial, retail, residential and hotel properties. 
The Spear portfolio at year-end consisted of 32 properties 
with a gross lettable area (“GLA”) of 436 436 m2 (2020: up 
by 8.39%).

FINANCIAL PERFORMANCE 

Management provided distribution guidance for the 2020 
financial year in May 2019, advising that distributions would 
be 6% – 8% higher compared to the prior year. The full year 
dividend of 91.66 cents per share represents a year-on-
year distribution growth of 6.06%. I am incredibly grateful 
to every one of our team members who worked diligently 
and prudently to achieve these results. While the hospitality 
portfolio continues to underperform compared to the rest of 
the portfolio, our well-diversified investment approach and 
active asset management has allowed us to achieve the 2020 
financial year dividend growth. 

Spear’s inflation-beating, like-for-like income growth delivered 
5.41% for the 2020 financial year; net operating income like-
for-like growth was 4.55%. The portfolio performed robustly 
during the reporting period amid tough trading conditions 
resulting in stable core portfolio income and recoveries. 

“Asset growth within Spear’s portfolio has 
increased by 9.78% to R4.18 billion during the 
2020 financial year. Trading conditions remain 
sub-optimal in South Africa. However, the core 
portfolio performance has produced an upward 
trend while remaining robust and positive over 
this period. There is no doubt that Spear’s 
regionally-focused investment approach and its 
hands-on asset management continues to bode 
well for the company.”

SPECIALISING

in the Western Cape 
real estate market

MANAGEMENT

capabilities conducted 
internally on all levels, 

i.e. asset, property, 
development and 

financial management 

ACQUISITIONS 

to be yield-accretive 
– properties will not 
be acquired unless 

there is value-
addition potential 

REDEVELOPMENTS

and active asset 
management will 

create organic growth 
within the REIT

TIMEOUS 

execution of tenant 
retention objectives

S M A R T
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GROWTH IN NET ASSET VALUE 

Tangible net asset value Net of distribution

Rands
Growth

% Rands
Growth

%

28 February 2018  11.57 –  11.16 –

31 August 2018  11.63 0.49  11.21 0.50

28 February 2019  12.12 4.23  11.67 4.09

31 August 2019 11.64 (3.99) 11.19 (4.12)

29 February 2020 12.17 4.59 11.70 4.56

The tangible net asset value (“TNAV”) per share has increased 
from R12.12 in 2019 to R12.17 in 2020, showing a 0.41% 
increase driven by new acquisitions and fair value adjustment 
to the Spear portfolio. The key TNAV takeaways are: 

• Spear has increased the value of its core portfolio by 
R373 million net year on-year

• Given the headwinds experienced in the hospitality sector, 
management has devalued both of its hospitality assets 
by a total of R78.6 million (-14.94%).

VALUATIONS

The average property value has increased to R130 million 
compared to R127 million in 2019 (R9 466/m2). The portfolio 
remains conservatively valued at R9 513/m2, which remains 
well below replacement costs being closer to an average value 
of R23 000/m2 when applied across the sectoral portfolio. Fair 
value adjustments for the reporting period were R9.3 million. 
The 2020 valuations reflect an average capitalisation rate 
of 9.06%. One-third of the portfolio is valued annually by a 
JSE-accredited, independent valuer; the balance is valued 
by management. The general consensus was that the 2020 
asset valuations align with market conditions and reflect 
current market-related capitalisation rates. 

Given the downturn in the performance of the hospitality 
assets as noted earlier, and the anticipation of depressed 
rental income due to Covid-19, management downwardly 
adjusted its portfolio valuations. We expect a slow recovery 
from November 2020 (2021 financial year) onwards.

Please refer to the financial commentary for a detailed 
breakdown of the portfolio valuations. 

STRATEGIC OBJECTIVES 

As economic conditions weaken in the global and local 
economy and the world starts to grapple and adapt to 
the effects of Covid-19, we have revised our short-term 
strategic objectives post year-end. In the short term, we will 
focus on reletting and rejuvenating parts of the portfolio 
most  impacted by Covid-19. Tenant retention will as always 
be paramount across the portfolio and we will use every 
opportunity to fill vacant spaces with high-quality tenants.  

At the time of writing, the retail and hospitality portfolios need 
primary short-term focus and attention. Despite this, we will 
remain hands-on across the portfolio to ensure we achieve 
our short-, medium- and long-term strategic objectives. As 
I mentioned earlier, Spear’s close proximity to, and internal 
management of, its assets means we can respond to any 
issues efficiently. 

During the year, the redevelopment of No.1 Waterhouse 
Place and the agreement to acquire the Liberty Life Regional 
Head Office in Century City (post year-end transfer) were 
well underway. The full effects of these transactions will 
only be seen in the 2021 financial year. Both are aligned with 
management’s approach to only acquire/redevelop/develop 
yield-accretive assets within Spear and to make meaningful 
and high-quality additions to the underlying portfolio. 

Since inception, Spear has maintained a strong ethos of 
tenant engagement and proactive asset management to 
speedily adjust to market conditions. It has been a hallmark 
of Spear to have high occupancy levels across the portfolio 
directly due to our active management of the asset base. 
With the Covid-19 national lockdown, we have prepared 
ourselves for a short-term increase in vacancies due to space 
restructures, potential tenant failures and insolvencies. 

Spear remains resolved to be the landlord of choice in the Western Cape and core to this strategic objective is that we will:  

SHORT TERM

    Adapt and prepare for a post Covid-19 operating environment

    Focus on reletting and rejuvenating the most negatively impacted parts of the portfolio

    Focus on tenant retention

    Use every opportunity to fill vacant space within the portfolio

    Manage overheads closely and cut costs wherever possible

    Reduce loan-to-value percentages in line with Spear’s stated strategy

    Dispose of non-core assets at acceptable exit values

    Attract and retain a best of breed management and operations team in the Western Cape.  

MEDIUM TO LONG TERM: 

    Further narrow asset ownership to commercial, retail, industrial and mixed-use investments only

    Grow income from the core portfolio

    Continue with yield-accretive and high-quality additions to the underlying portfolio

    Increase portfolio exposure to convenience retail assets

    Trade with a strong market rating

    Employ conservative gearing policies in line with Spear’s stated strategy

    Attract and retain a best of breed management and operations team in the Western Cape. 

PORTFOLIO PERFORMANCE

Spear’s core portfolio continues to deliver in line with 
expectations, with renewal negotiations being concluded 
successfully and lease negotiations concluded timeously. 
A noteworthy achievement by our asset management team 
was our rental renewal and reversion rates for the 2020 
financial year: 

    121 018m2 of renewals/re-lets for 2020 compared to 
expiries/cancellations of 113 551 m2

    R 100/m2 average gross/new rental compared to R98/m2 
at expiry/cancellation

    Average rental reversion for 2020 = 1.95% positive rental 
reversion.

Our renewal and reletting success is testament to Spear’s 
tenant-centric approach to the business. Overall portfolio 
revenue for the year in review exceeded forecasts as a 

During the year there was an 8.94% increase in issued 
shares, closing off the financial year with 205 776 521 
(2019:188 888 709) shares in issue. Management remains 
heavily invested in Spear at 32.70%. Spear continues to 

focus on its primary and secondary objectives: growing its 
income base annually, and acquiring assets into the fund that 
are yield-enhancing and in line with Spear’s stated strategy 
respectively. 

result of higher than budgeted income in specific sectoral 
investments, tenant recoveries and prudent expense 
management and savings on bond interest. 

Spear’s net cost-to-income ratio is 20.19%, which is marginally 
higher than our targeted of 18%. The higher cost-to-income 
ratio is partly as a result of punitive utility charges passed by 
the City of Cape Town during the water crisis, which had to 
be absorbed into the overall portfolio costs and recovered 
from tenants. Generally, municipal charges are recovered two 
months in arrears and therefore a lag in the actual recovery is 
created, which negatively impacts the overall figure. 

Administrative cost to income for the period was 5.71%, 
decreasing from 5.92% for the 2019 financial year. The 
decrease is directly related to the scalability of the asset 
and property management systems put in place to absorb 
an increase in the property portfolio without additional 
overheads.
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TOP FIVE PROPERTIES BY VALUE

Property

Value
including

 lease
asset
R’000 Sector

Gross
lettable

area
m2

Vacancy
m2

% of 
total 

value
Valuation 

R/m2

Sable Square Shopping Centre, Milnerton  452 513 Retail  31 100  756 10.82  14 550 

Mega Park, Bellville  447 258 Industrial  86 195  2 558 10.69  5 189 

2 Long Street, Cape Town  436 149 Commercial  25 115  1 473 10.42  17 366 

Northgate Park, Brooklyn  355 000 Commercial  17 002  723 8.48  20 880 

15 on Orange, Cape Town  277 000 Hospitality  16 179  80 6.62  17 121 

VACANCY PROFILE

Sectoral split 

 Number
of

properties 

Value
excluding

lease 
asset 

 R’000 

Revenue
excluding

smoothing 
 R’000 

 Gross
 lettable 

 area
m2 

 Vacant
 area 

 m2 
WALE

(months)

In-force
 escalations

%

Industrial  10  1 157 009  148 131  243 159  5 019 25 7.96

Commercial  15  1 714 773  207 114  119 009  5 817 30 7.60

Retail  4  600 368  80 455  35 435  1 654 30 7.32

Hospitality*  2  436 799  50 286  27 606  80 135 Note 1

Residential – –  812 – – – –

Development  1  232 755  17 123  11 227 – – –

Total  32  4 141 704  503 920  436 436  12 570 29 7.63

Note 1: Rental is variable in nature and does not contain fixed escalations.

*  R37.8 million (7.5% of total revenue) of the hospitality revenue relates to hotel operations and is variable. The remainder is from commercial, retail and trading asset 
income.

SECTORAL PERFORMANCE
INDUSTRIAL
Performance for the year has remained consistent with 
ongoing demand for the well-located industrial rental 
opportunities within the Spear portfolio. Smaller industrial 
tenants, however, have experienced revenue headwinds 
due to constrained economic growth, fewer public works 
projects, the failure of the construction sector and limited 
new business opportunities. We have seen the majority of 
industrial sector stress within the 100 m2 – 800 m2 user 
segment. 

The industrial portfolio offers a diversified offering situated in 
well-established industrial nodes consisting of mini, mid-size 
and large modern logistics units. The industrial portfolio has 
continued to operate with high occupancy rates and in line 
with expectations during the reporting period. We renewed/
let 74 618 m2 with no major tenant movements or lease 
expirations.

The industrial portfolio (243 159 m2) occupancy was at 98.8% 
at year-end. 

COMMERCIAL
The commercial sector has exceeded our expectations for 
the reporting period as demand for Spear’s commercial real 
estate yielded very good results over the year. We reduced 
overall vacancies thanks to our tenant-centric approach, an 
aggressive letting strategy and regional expertise. Commercial 
vacancies at year-end were at 1.33%, translating to 5 817 m2 

of unlet GLA. Office sector lease renewals continue to be 
concluded with positive rental reversions achieved in the vast 
majority of renewals concluded during the reporting period. 

The deterioration of the national economy in a zero-growth 
environment may not bode well for commercial office space 
in the months and years ahead, but we are committed 
to maintaining our high tenant retention track record as 
companies look to downsize, right-size or grow within the 
Western Cape. 

The commercial portfolio (119 009 m2) occupancy was at 
98.6% at year-end. 

RETAIL
As the retail sector experiences its first dramatic slowdown 
in 25 years, Spear’s retail assets have proven resilient, in 
both bull and bear markets. Spear’s retail portfolio consists 
of two convenience centres anchored by national grocers and 
numerous stores that cater more directly to the needs, rather 
than the wants, of shoppers. A number of our retail tenants 
have proactively adopted an omnichannel approach to ensure 
they capture both the online and bricks-and-mortar market 
segments. Spear’s retail assets are located in high-growth 
nodes servicing the Century City and Northern Suburbs 
markets. During the reporting period 43% (15 379 m2) of retail 
GLA (35 435 m2) was occupied by national retail tenants. As 
economic conditions continue to deteriorate the gap between 
rental increases and tenant turnover widens, making lease 
renewal negotiations substantially more difficult. Spear’s 
retails assets have delivered positive performance in a tough 
environment where shopping budgets are severely restricted. 
Footfall across our retail assets remains strong with relative 
growth being reported year-on-year. 

Spear’s retail assets will remain attractive locations for 
retailers to trade from given their high-quality tenant 
mix geared towards a convenience retail offering, ample 
shopper parking, ease of access and egress along with plum 
geographical locations offering easy access to all significant 
arterial transportation routes. 

The retail portfolio (35 435 m2) occupancy was at 99.6% at 
year-end.

HOSPITALITY
The hospitality industry is still reeling from low demand and 
a tendency for global agencies to steer business elsewhere. 
South Africa’s shortage of power generation and its reputation 
as a crime hotspot has seriously harmed the country’s image. 
The traditional feeder market in the UK has also been reluctant 
to travel due to uncertainties around Brexit, elections and a 
possible downturn in their economy.

On the positive side, Cape Town has shown strong resilience 
against these factors. It is still rated as one of the top 
destinations in the world in terms of value, attractions, 
scenery, and hotel and restaurant amenities. The passenger 
shipping business has seen a massive revival and the port 
of Cape Town has been regularly frequented by a number of 
new ocean liners. New direct international flights have been 
granted landing rights, which has made Cape Town more 
accessible from all corners of the world. New emerging 
markets have shown renewed interest in Cape Town and 
more direct flights will be introduced in the next year. 

Group travel lead time on bookings seems to be confirmed 
further out, helping to push demand and rate. The cycle has 
certainly bottomed out and the repair and confidence in the 
market was more apparent in the last quarter of the year. The 
confidence was seen more in rate rather than in occupancy, 
but revival was certainly visible on the whole.

Of course, I must voice my concern about the post year-
end impact that Covid-19 may have on hospitality revenue, 
occupancies and general operations. Management will look 
to find opportunities for its hospitality operations to mitigate 
the risks as best as possible. 

The hospitality portfolio (27 606 m2) occupancy was at 99.9% 
at year-end. 

RECEIVABLES

As trading conditions weaken and a protracted period of 
low economic growth persists, tenant debtors may start 
to trend upwards. For the 2020 financial year, receivables 
represented 1.49% of total revenue (excluding smoothing) 
with a bad debt provision at period end equal to 38% of total 
receivables outstanding. There is no doubt that Covid-19 will 
impact Spear’s receivables as the pandemic worsens and our 
tenants’ business revenue declines, hampering their ability to 
fully service their rental commitments. Our CFO, Christiaan 
Barnard, has prudently provided for various scenarios in our 
income forecasts for the 2021 financial year to deal with the 
Covid-19 impact as best as possible. 

Adequate provisions continue to be made for any debtors 
outstanding over 120 days. 
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CAPITAL ALLOCATION

We acknowledge the vital role capital allocation plays in 
forming a high-quality real estate portfolio and will continue 
to preserve and use capital to invest into high-quality assets 
within the Western Cape. 

In the year under review Spear acquired R256 million in new 
assets at an average yield of 9.66%. Spear disposed of one 
property at a disposal yield of 10.31%. The disposal was 
executed to lessen Spear’s income risk as the tenant had 
fallen into financial and operational distress. This also allowed 
Spear to exit its only Johannesburg asset. Spear is now a 
100% Western Cape-based fund. 

Our approach to capital allocation will be extremely hawkish 
going forward as the effects of Covid-19 settle into the overall 
market. Management will focus on capital preservation in the 
coming year and maintaining prudent levels of liquidity within 
the business. 

An amount of R77 million has been spent in capital 
expenditure thus far on redeveloping No.1 Waterhouse Place. 
Total budgeted capital expenditure of No.1 Waterhouse will 
be R95 million with an initial yield of 9.3% on a fully stabilised 
basis. 

In addition to capital allocation, management will continuously 
evaluate the disposal of portfolio assets where we believe 
maximum shareholder value can be achieved or where we 
believe the assets have reached the end of their lifecycle 
within the portfolio. Disposal proceeds will be redeployed into 
debt reduction for the larger part of the 2021 financial year. 
We have a proven track record of prudent capital recycling into 
higher-yielding and higher-quality assets to unlock ongoing 
shareholder value. Four non-core assets had been earmarked 
for disposal during the year with a cumulative disposal value 
of R155 million. At the time of writing one of the four assets 
has been sold and will transfer post year-end.

BALANCE SHEET MANAGEMENT

As we enter a tumultuous global and local economic cycle, 
management will remain active and prudent managers of 
our balance sheet. We maintain our strong and unblemished 
relationships with our key funding partners, resulting in 
efficient, innovative and advantageous funding arrangements 
and solutions. Management aims to maintain gearing levels 
within a 34% – 44% loan to value (“LTV”) on group debt with 
a clear strategy towards the mid-point of the range. Spear’s 
hedging policy is prudent and well balanced so as to provide 
certainty in challenging economic times. 

Spear’s debt portfolio remains actively managed with an all-
in cost of debt at the end of the reporting period of 8.75%. 
Currently 63.33% of Spear’s interest-bearing debt is hedged 
at an effective all-in rate of 8.99%. Spear’s cost of debt has 
decreased by 26 basis points since the start of the financial 
year. The group’s gearing levels at the end of the reporting 
period was at 39.63%, translating into an 81-basis point 
increase from the previous year. 

During the year R164.6 million worth of equity placement 
took place: 

• 21 June 2019 – 16.8 million shares placed at 80 cents per 
share = R164.6 million. 

Spear’s debt maturation profile average is 23 months with 
no refinance risk to any of Spear’s facilities at the end of the 
reporting period.

Rigorous stress tests have been conducted on the income 
statement and balance sheet to ensure no going concern risks 
manifest in the business at the time of writing. All relevant 
ratios have been tested and management’s conclusion is that 
the business is able to honour all its ongoing obligations. 

FINANCIAL REVIEW

Best practice listed real-estate guidelines provide that we include a simplified reconciliation of income set for distribution. A 
simplified financial position is provided to make our financial statements more understandable to the cash-based basis of reporting 
operating results, which is relevant in the context of paying distributions to our shareholders. These simplified statements do 
not comply with IFRS. 

FINANCIAL OVERVIEW

Group 

Audited
Year ended

29 February
2020

R’000

Audited
Year ended

28 February
2019

R’000

Total revenue  527 206  434 729 

Net property operating profit  341 434  272 861 

Fair value adjustment – Investment properties  9 326  111 702 

Profit from operations 335 486  374 903 

Net interest  (122 969)  (100 111)

Profit for the period 212 590  274 547 

Profit attributable to:   

Equity owners of the parent 207 305  270 389 

Non-controlling interest  5 285  4 158 

 212 590  274 547 

Total distributions for the period  91.66  86.42 

Audited

 

 

29 February
2020

R’000

28 February
2019

R’000

ASSETS

Non-current assets 4 253 814 3 808 472

Current assets  48 039  108 291 

Total assets 4 301 853 3 916 718

EQUITY AND LIABILITIES   

Total attributable to owners 2 447 203 2 295 532

Non-controlling interest  73 197  54 155 

Non-current liabilities 1 545 445 1 335 853

Current liabilities  236 008  231 178 

Total equity and liabilities 4 301 853 3 916 718

Tangible net asset value (Rand)  12.17  12.12 

Shares in issue at period end net of treasury shares (‘000)  200 434  188 864 

Weighted number of shares for the period (‘000)  200 555  180 428 

20 Radnor Road, Tygerberg Business Park
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OUTLOOK

The outlook for the year ahead is largely uncertain as the 
impact of Covid-19 on our business, economy and citizens 
remain only partially visible right now. What is certain for 
our business, however, is that the only way out of Covid-19 
is through it. We will get to the other side operational and on 
form – our fighting spirit has never been stronger. 

The core portfolio of Spear remains defensive in nature, 
underpinned by strong lease covenants and high-quality 
tenants. The impact of Covid-19 will test the strength and 
staying power of most tenants that occupy rental space 
across asset types in South Africa, and Spear will not be 
immune to tenant failures, insolvencies and closures in the 
year ahead. Our focus will be to mitigate the effects of this as 
best as possible. The leasing and asset management team 
will as always remain close to the market and our tenants. 
Spear has since inception maintained high occupancy rates 
and this will be tested in the year ahead. We are aware of the 
need to fill vacant space as quickly as possible with the right 
type of tenants in the current market. 

Despite the challenges, I am confident we are up to the 
task: our team is best of breed, and our assets are diverse 
enough that we will have a solution for most tenants needing 
space in the future. We also have a non-bureaucratic and 
pragmatic approach to the business, and our close proximity 
to our assets allows us to manage them first-hand and 
create opportunities for additional rental generation within 
the portfolio. 

Like most businesses, we are concerned about South Africa’s 
macroeconomic environment and growing recession. We 
support measures taken by government to safeguard South 
Africa and its people; however, the economic impact will 

be devastating in and of itself. It is imperative that within 
reason economic activity continues and the parts of the 
population infected by Covid-19 are isolated. We live in hope 
that a vaccine is found in the short to medium term. Spear 
is committed to do its part in fighting the negative human 
and economic effects of Covid-19, both within its portfolio 
and beyond. Our post Covid-19 strategy must include working 
with distressed businesses to manage their survival process 
(in particular the retail sector), job creation when and where 
possible, as well as much-needed skills development in the 
Western Cape. South Africa’s unemployment rate will spike 
in the year ahead and as we implement our plan, we aim to 
reduce the burden that unemployment places on South Africa 
and its people. 

    Management will focus on minimising the impact of 
Covid-19 on the portfolio and its tenants

    Management will implement the necessary health and 
safety measures across its business and portfolio to limit 
the transmission of Covid-19

    Management will continue to focus on prudent capital 
management

    Management remains heavily invested in Spear and 
remains aligned with shareholder interests

    Spear’s management platform remains strong with both 
its human and real estate assets underpinning the quality 
of the business

    Spear will maintain its hands-on asset management and 
tenant-centric approach as trading conditions remain 
under pressure and new business opportunities remain 
few and far between. 

PROSPECTS AND GUIDANCE

The Western Cape real estate sector has proven more 
resilient than most other provinces in South Africa as 
demand for its real estate remains higher than in Gauteng 
and KwaZulu-Natal. That being said, the Western Cape has 
not come out unscathed by the lack of economic growth 
and the slower than expected recovery of the tourism and 
hospitality sectors. We believe the Western Cape’s provincial 
infrastructure is superior to most of South Africa in terms of 
roads, telecoms and other key infrastructure facilities, which 
makes doing business across the entire province possible. 
Spear remains focused on its Western Cape only strategy, 
giving us a regional specialisation with a singled-minded 
focus. 

In recent weeks a combination of the escalation of the 
Covid-19 pandemic and the Moody’s and Fitch downgrades 
of South Africa’s sovereign credit ratings have placed 
unprecedented challenges to our economy. This has caused 
material changes in market conditions, the national economic 
outlook, and in Spear’s case the Western Cape. It is difficult to 
predict the progression and duration of Covid-19 globally, the 
residual risks when the lockdown is lifted, and by extension the 
economic outcomes of the virus on the real estate sector and 
on Spear’s outlook. As a result, Spear will not be issuing any 
distribution guidance for the 2021 financial year until closer to 
November 2020. It is imperative that management navigates 
these uncharted waters before any announcements are made 
in relation to distribution guidance. 

A decision by National Treasury and the South African 
Revenue Service is due to be made on potential short-term 
amendments to the Real Estate Investment Trust (“REIT”) 
legislation relating to REIT qualification criteria. The request 
for relaxation of the REIT legislation made by the SA REIT 
association would go a long way in assisting REITs to retain 
income without any unintended tax consequences and 
strengthen their balance sheets over a period of 24-months. 

This non-issuance of guidance for 2021 is in line with similar 
announcements made recently by many other REITs and 
companies listed on the JSE. We will continue to assess the 
impact of the Covid-19 pandemic and will provide appropriate 
disclosures and updates when sufficient clarity and certainty 
exists.

The Spear board and management support the lockdown 
actions taken by Government to date to slow down the overall 
infection rate in the most vulnerable communities across 
South Africa. The socioeconomic impact of Covid-19 cannot 
be ignored, and Spear has actioned a meaningful contribution 
to the Solidarity Fund and the establishment of a food parcel 
preparation and distribution scheme out of the DoubleTree 
by Hilton Hotel’s kitchen in Salt River, Cape Town. 

Spear’s executive team has been charged with overseeing all 
Covid-19-related actions and risk management processes, 
focusing on operational matters including the safety of 
our tenants and staff, strong debtors management and 
managing business continuity plans. This executive team 
reports to the Spear REIT Limited Board. Management 
remains confident that Spear’s assets are of a high quality 
in areas where demand remains for its assets. The ongoing 
impact of Covid-19 requires an even more focused and 
hands-on asset management approach as the new operating 
landscape starts to emerge. 

South Africa’s economic environment remains a concern 
as business sentiment continues to deteriorate and the 
increased cost of living places continued pressure on the 
general population. A deeper recession is likely, and there 
will be pressure on general businesses and industries to 
remain profitable. This may result in additional pressure on 
the general real estate market as companies move to cut 
overheads and optimise their trading space. Upward trending 
vacancy rates will become a reality across the real estate 
sector in the year ahead and beyond. 

The trading conditions within the hospitality sector showed 
strong signs of improvement towards the last quarter of 
the 2020 financial year, however, the impact on trading 
performance since the advent of Covid-19 has been severe. 
We have forecast Spear’s revenue generation ability within 
this asset type as best we can, being mindful that little can 
be done to mitigate the effect of Covid-19 on our hospitality 
assets. 

Management will provide regular updates to the market 
during the course of 2021 regarding income performance, 
hospitality recovery, retail sector recovery and any disposals 
of non-core assets. 

The information and opinions contained above are recorded 
and expressed in good faith and are based on reliable 
information provided to management. No representation, 
warranty, undertaking or guarantee of any nature whatsoever 
is made or given with regard to the accuracy and/or 
completeness of such information and/or the correctness 
of such opinions. 

MWEB Head Office, Parow
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SUSTAINABILITY

Globally, the alignment of net bottom-line sustainability and 
environmental sustainability has become key to operating a 
modern business and real estate portfolio. Spear relies on 
both renewable and non-renewable resources to execute its 
operational mandate and ensure long-term sustainability. 
Our sustainability strategy aims to unlock value across the 
identified assets in the portfolio and to place less reliance on 
resources such as fossil fuel generated electricity, national 
and local authority supplied potable water. Spear recognises 
the finite nature of natural resources and the imperative 
placed on the business to include sustainability as a key 
strategic focus. Spear has aligned with industry experts to 
jointly execute its sustainability strategy.  

WATER

GREEN 
BUILDING 
RATINGS

SOLAR PV 
PROJECTS

King IV Report on Corporate GovernanceTM for South Africa, 
2016 (“King IVTM”) guidelines and management’s own 
strategy reflect a focused and balanced economic, social 
and environmental approach resulting in a multipronged 
sustainable investment that provides environmental benefit 
and financial growth across multiple terms. Spear remains 
committed to creating a safe and healthy workplace, 
continually seeking to reduce the carbon footprint of the 
group. Management acknowledges that real estate is a long-
term investment that requires availability to natural resources 
to service the needs of its tenants. 

GOVERNANCE

Spear is committed to the highest standards of corporate 
governance. The board regularly reviews the company’s 
structures and systems to ensure they are aligned with 
our guiding principles and strong corporate governance 
culture. Management has concluded its report on corporate 
governance, which sets out its commitment to the values set 
out in King IVTM.

ACKNOWLEDGEMENTS

Spear remains a pure property investment company with an 
easy to understand income statement and balance sheet. We 
are regional real estate specialists with a proven track record 
of delivering good results from a well-diversified, defensive 
and stable core property portfolio and high-quality tenants. 
We remain focused on our core business: let space, retain 
tenants, manage expenses and grow our income base as best 
as possible within a tough trading environment. 

The results that were achieved over the 2020 financial year 
were thanks to a team of people whose dedication, hard work 
and innovation makes me extremely proud.

A special word of thanks to our Chairman, Mr. Abu Varachhia 
for his unwavering support and wisdom throughout the year, 
and to our dynamic board of directors and the respective 
committees for their ongoing support and guidance. 

In closing, I thank our tenants, investors, suppliers and all 
stakeholders without whom the company could not operate 
or succeed.

Quintin Michael Rossi
Chief Executive Officer

18 June 2020Spear is well on its way to achieving its strategic objective of having 50% of the portfolio installed with 
solar PV solutions by the end of 2020. Installations have commenced and been commissioned on a 
number of Spear’s assets. A mix of roof leases, instalment sales and direct capital expenditure solutions 
have been initiated as part of our sustainability strategy. To date a total of five out of 15 installations 
have been completed and currently generate 4 000 000kWh of non-fossil fuel-generated energy to our 
assets. Once all 15 installations have been commissioned, 6 000 000kWh will be generated from the 
solar PV installations across the portfolio. The savings generated on monthly electrical costs range from  
20% – 30% per month depending on the type of asset and rate per kilowatt-hour charged by the  
local authority.

Solar PV solutions are part and parcel of the Spear investment thesis when acquiring new assets in 
addition to unlocking additional revenue or operating savings on existing assets. 

No. 2 Estuaries, Sable Square and DoubleTree by Hilton Hotel, Cape Town have a 3 – 4 Green Star EBP 
rating. On the date of transfer post year-end, the Liberty Life Building in Century City will add a further 
4 Green Star-rated building to the Spear portfolio.

Two additional buildings have been identified for accreditation. 

Management is determined to find innovative ways to reduce its overall carbon footprint across the 
portfolio to limit the amount of carbon emissions released into the environment.

Spear has invested into two boreholes, three well points and a water tanker truck that has a maximum 
water storage capacity of 16 000lt. Eight of Spear’s assets have onsite water storage and continuity 
measures in place, varying from grey water systems to bulk water storage solutions. 

In addition, numerous water-saving initiatives have been implemented across the portfolio in the form 
of waterless urinals, tap aerators to reduce water flow and the use of pre-diluted chemicals. Tenant 
education on water savings has been ongoing across the portfolio. 

A detailed sustainability report has been prepared and is located on pages 34 to 36.

ACTIVE INITIATIVES

Sable Square, Century City
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