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Spear’s mission statement – to be the leading Western Cape-
focused REIT growing our distribution per share on an annual 
basis, ahead of inflation and within the top quartile of our 
peer group – is our north star and remains core to what we 
do, irrespective of the cyclical trading environment we find 
ourselves in. 

During the 2021 financial year Spear had entered its fourth year 
as a listed REIT and has grown its asset value to R4.5 billion 
compared to the R1.4 billion portfolio in 2016 at listing date. 
Spear remains the only regionally-focused REIT listed on the 
JSE that invests into high-quality Western Cape assets with 
a specific bias for the Cape Town Metropole. Spear obtains 
its diversification through asset type investments, being 
commercial, industrial, retail, residential and mixed use/
hospitality assets. The Spear portfolio at year-end consists of 
32 properties with a gross lettable area (“GLA”) increasing by 
3.9% to 453 458m2 from 436 436m² in FY2020.

Spear’s distributable income per share (“DIPS”) for FY2021 was 
73.38 cents per share (“cps”). The total distribution per share 
(“DPS”) for FY2021 will be 58.70 cps – a decline of 35.95% 
compared to the prior financial year as a direct result of the 
impact of Covid-19 on Spear’s real estate operations. Despite 
the contraction in earnings and circumstances, we have 
maintained good strategic and operational progress throughout 
the year, consistently operating in the high-road scenario 
rental collection segment with a 97.79% rental collection 
rate to revenue billed for FY2021. Spear has maintained a 
mid-90 percentile tenant retention rate, which is a testament 
to our active asset management and hands-on approach to the 
portfolio. Spear’s balance sheet has remained robust and has 
consistently met all covenants during all measurement periods. 

“Asset growth within Spear’s portfolio increased 
by 7.46% to R4.5 billion during FY2021. Pandemic 
trading conditions remain extremely tough, but the 
core portfolio has displayed resilience over this 
period. There is no doubt that Spear’s regionally-
focused approach during Covid-19 allowed its 
response to be swifter and more focused, boding 
well for our valued tenants and the company.”

“The socioeconomic impact of Covid-19 could 
not be ignored, resulting in Spear actioning 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 kitchen in Salt River, Cape Town. Over 
the course of six months, 50 000 hot meals were 
distributed to the most in need in the Salt River, 
Woodstock and City Bowl periphery.”

Globally the real estate sector has operated under extremely 
difficult conditions with varied levels of government-imposed 
lockdowns having come into effect. At the onset of the 
pandemic very few could predict the impact the pandemic 
would have on the sector but, as the SA REIT Association has 
recently reported, no REIT was spared from providing some 

level of tenant support during the year with close to R3 billion 
of tenant relief packages provided across the listed property 
sector. 

Our view is that the Western Cape remains the investment 
case for South Africa. Provincially, the Western Cape boasts 
consistent infrastructure investment initiatives, focused job 
creation and the establishment of the strongest green economy 
in sub-Saharan Africa. 

FINANCIAL PERFORMANCE
Given the unprecedented events of FY2021, management 
adopted a very cautious approach to any form of distribution 
guidance for the financial year as part of our impact scenario 
planning. In line with this, no guidance was provided to the 
market during the May 2020 final results presentation for 
FY2020. 

Based upon all solvency, liquidity and going-concern metrics 
being met, the board elected to declare both an interim and final 
distribution per share for FY2021 totalling 58.70 cps. 

During the year, there was a 4.30% increase in issued shares, 
closing off the financial year with 214 614 571 (FY2020: 
205 776 521) shares in issue. Management and the board 
remain heavily invested in Spear, with 32.78% of shares in issue 
held by management. 

Spear’s tangible net asset value (“TNAV”) per share decreased 
from R12.17 (FY2020) to R11.50 (FY2021), being a 5.51% 
decrease over the financial year. The decrease in the TNAV is 
driven by the dividend reinvestment programme (“DRIP”) having 
been issued at a discount and downward fair value adjustments 
to the Spear portfolio. The key TNAV takeaways are: 

• Interim DRIP – 7.3 million new shares issued at R4.45/share. 
The above was a 58% uptake of the programme by Spear 
shareholders. Cash retained from DRIP was R32 million

• Spear acquired the balance of interest in 2 Long Street 
through issuance of 1.53 million shares at R7.50 per share 

• Portfolio devaluations of R106 million (-2.57%) for FY2021. 
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“Beyond the numbers and the economic contraction, 
I have a deep appreciation for the significant role 
our people have played in navigating Spear through 
the toughest trading year in our history. Despite the 
pandemic, Spear successfully achieved its high-road 
scenario plan for FY2021, ensuring Spear remained 
profitable, meeting all its obligations and accruing 
dividends to our shareholders. FY2021 took a lot 
from us – but our desire to rebuild and restore has 
never been stronger.”

– Quintin Rossi, Chief Executive Officer

Covid-19 is the most severe plot twist of our generation. No one 
is unaffected by it, and many of us have endured significant 
hardships over the past year. It has been something of a 
wartime environment for businesses globally – with both 
personal and professional tragedies. There were numerous 
times during 2020 where I drew deep and meaningful strength 
and inspiration from my Creator, my family, wartime leaders 
such as Winston Churchill, my mentors and our incredible team 
at Spear. 

I remember establishing our Covid-19 war room and adopting a 
triage approach to tenant relief and cashflow relief requests that 
were being received. Our mission was clear: business continuity 
and survival were the only option. Over the course of the last 
12 months, numerous tenant agreements were restructured 
with various obligations either deferred or credited, as the case 
may be. Reflecting on the year in review I am filled with deep 
gratitude and pride for the way our asset, property and financial 
management teams navigated the effects of Covid-19. 

Thankfully, there are signs that we may be emerging out of 
the worst of this pandemic. As a steward responsible for the 
growth and well-being of our organisation, I encourage our 
teams to adjust the filters through which they see what a post-
Covid world will look like, notably in the real estate sector. And 
as always, the team at Spear will face whatever challenge is 
before us head on. Despite the financial toll of the last year 
on our operations and financial performance, most notably 

our hospitality portfolio and parts of our office portfolio, Spear 
has remained true to its founding principles of being authentic, 
hands-on managers of its assets focusing on cashflow 
preservation and asset value optimisation through a regional 
focus and an ability to maintain high occupancy rates across 
a diversified portfolio. 

“The rate of economic recovery from the pandemic 
will vary from region to region but the most common 
denominator that will be a guiding beacon for our 
recovery will be the successful rollout of a vaccine 
with a high efficacy rate. It would be a mistake 
to use the deepest dip in real estate demand as 
the new benchmark for office, retail and industrial 
demand going forward. As time goes on, the ability to 
empower and transfer skills and shared experiences 
becomes limited via a digital platform. Corporate 
and personal growth becomes more and more 
challenging for companies reliant on workstreams 
and teams collaborating and actively engaging with 
each other creatively, structurally or otherwise when 
the concept of an operational hub is removed from 
the equation.”
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Since inception Spear has maintained a strong ethos of tenant 
engagement and proactive asset management to speedily 
adjust to any market condition. It has been a hallmark of Spear 
to have high occupancy levels across the portfolio because 

of our active asset management and we have remained true 
to this operating standard despite space restructures, and 
potential tenant failures and insolvencies. We remain resolved 
to be the landlord of choice in the Western Cape region. 

PORTFOLIO PERFORMANCE 
PORTFOLIO OVERVIEW
  Total Industrial Commercial Retail Hospitality Development

Number of properties 32 10 14 64 2 –

Asset value excluding  
lease asset (R’000)

 4 495 969  1 152 700  2 235 600  624 000  439 000  44 669*

GLA (m2) 453 458  243 162  133 524  48 694  28 078 –

Revenue excluding  
soothing (R’000)

 498 999  163 610  240 743  78 704  15 206 –

Vacancy (%) 6.16 1.29 4.08 0.74 0.05 –

WALE (months)  27.11  23.26  26.26  29.89  72.47 –

In-force escalations (%) 6.81 7.00 6.89 6.39 6.17 –

*Value relates to developable land held in the group.

Spear’s core portfolio continues to deliver in line with 
management’s expectations albeit in a pandemic operating 
environment. Numerous renewal and relet negotiations have 
been successfully concluded during the year. 

    187 610m2 renewals/relets concluded for FY2021 compared 
to expiries/cancellations of 205 714m2

    R89.15/m2 average gross/new rental compared to 
R92.58/m2 at expiry/cancellation

    Average rental reversion for FY2021 = 3.70% negative rental 
reversion.

Under the circumstances, Spear has delivered a satisfactory 
result in its letting activity drive through FY2021. Management’s 
renewal and relet accomplishments are testament to its tenant-
centric approach to the business. 

In compliance with the SA REIT Association’s Best Practice 
Recommendations 2019, Spear reports on a gross cost-to-
income ratio for FY2021. Spear’s gross cost-to-income ratio 
was 39.82%. Management always strives to reduce its gross 
cost-to-income ratio with prudent expense management 
and cost containment where possible. Cost-to-income creep 
occurred in the year due to additional health and safety 
measures required to comply with Covid-19 regulations. 

Net administrative cost-to-income at year-end was 5.48%, 
decreasing from 5.71% at prior year-end. The decrease 
is directly related to aggressive controllable expenditure 
reductions, salary reductions and board fee reductions during 
the year as all stakeholders and staff committed to making the 
necessary sacrifices to ensure Spear successfully navigates 
FY2021. 

TOP 5 PROPERTIES BY VALUE 

Property

Value
including

lease asset
 R’000 Sector

Gross
lettable

area
 m2 Vacancy

% of 
total 

value
Valuation 

R/m2

Liberty Life Building, Century City  441 600 Commercial  18 244  1 630 9.91  24 205 

Mega Park, Bellville  440 500 Industrial  86 195  3 235 9.89  5 111 

2 Long Street, Cape Town  430 000 Commercial  25 207  3 535 9.65  17 059 

Sable Square Shopping Centre, Milnerton  409 000 Retail  31 100  2 189 9.18  13 151 

Northgate Park, Brooklyn  326 000 Commercial  16 956  2 130 7.32  19 226 

MEDIUM TO LONG TERM
    Remain a regionally-focused REIT

    Constantly reward shareholders with a mission-statement 
aligned return on investment

    Narrow asset ownership to commercial, convenience retail 
and industrial assets 

    Exit investments in hotels 

    Maintain a payout ratio of 80% – 90%

    Prudently recycle capital 

    Reduce LTV in line with strategy to 38% – 43% over the next 
18 – 24 months

    Maintain a conservative debt hedged profile

    Maintain high portfolio occupancies

    Be an impact investor creating change from both an 
economic and socioeconomic perspective 

    Continue to weave renewable energy solutions into the 
fabric of our business and investment approach.

As an extension to our strategic objectives, management 
needed to stress test various cashflow scenario plans to 
ensure the group could withstand a short- to medium-term 
impact on cashflows as tenants grappled with lockdowns and 
the halting of economic activity across South Africa except for 
essential services. 

A three-tiered scenario plan was established that was directly 
informed by rental collections: 

    Low road: 60% of rental billed was collected – Spear would 
break even and cover all reduced operating expenses and 
bond interest

    Mid-road: 61% – 71% of rental billed was collected – Spear 
was moving towards profitability and the accumulation of 
cash reserves

    High-road: 80% and above of rental billed was collected – 
Spear was generating a profit and is on track to stabilise 
income generation and dividend declaration. 

The primary focus of the asset and financial management 
teams was rent preservation, tenant retention, tenant support, 
debtors management and vacancy management. Thanks to 
our consistent approach, I am exceptionally proud of how we 
operated in the high-road scenario plan during FY2021, paving 
the way for a declaration of both an interim and final FY2021 
distribution to shareholders. 

One of the key advantages of Spear’s regionally-focused 
business is our close proximity to our assets. Practically, this 
means our response time to any issue is shortened given that 
we are internally managed and focus 100% of our time and 
attention on a single region.

VALUATIONS
The average property value has increased to R139 million 
(FY2020: R129 million). The portfolio remains conservatively 
valued at R9 816/m2, which remains below numerous 
benchmarked industry peers with similar portfolio 
compositions. Fair value adjustments for the reporting period 
were negative R106 million. The FY2021 valuations reflect 
an average exit capitalisation rate of 9.25%. One third of the 
portfolio is valued annually by a JSE-accredited independent 
valuer with the balance valued by management. The general 
consensus reached by management and the independent 
valuer was that the FY2021 asset valuations were aligned 
with market conditions and reflective of current market-related 
capitalisation rates. 

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

STRATEGIC OBJECTIVES ACHIEVED
As South Africa was entering the onset of Covid-19, the 
management team and I knew that time was not on our 
side. We needed robust and focused strategic objectives to 
give Spear the best opportunity to navigate the effects of the 
pandemic on the real estate sector. We believed that liquidity 
would become constrained as rentals are withheld as the 
uncertainty about lockdown restrictions started to circulate. 

Key short-, medium- and long-term strategic objectives to 
ensure business continuity are listed below: 

SHORT TERM 
    Successfully adapt to a Covid-19 operating environment 

    Preserve capital and manage liquidity prudently 

    Aggressively relet any vacant space where possible

    Maintain an extremely active management approach across 
the portfolio 

    Maintain balance sheet strength with zero going concern 
risks and covenant breaches

    Aggressively reduce controllable expenses and fees 

    Dispose of non-core assets where possible to reduce the 
loan-to-value ratio (“LTV”)

    Attract and retain top talent

    Maintain a high tenant retention rate with acceptable 
receivables.
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Trading increased gradually from September to November 
with the expectation that it would lead up to a positive festive 
season. Unfortunately, all the sales and marketing efforts that 
were put in place to take advantage of the local travel market 
became moot when South Africa entered the second wave of 
Covid-19 infections over the festive season and into the start 
of the 2021 calendar year. The country returned to Level 3 
lockdown: beaches were closed, and more stringent curfew 
hours and the liquor ban negatively impacted the restaurant 
trade, with numerous travellers cancelling their bookings.

Cape Town is one of the greatest cities in the world and I am 
convinced that as an effective global vaccine rollout takes 
place the travel market uptick will be astonishing. As the sector 
hardest hit by the pandemic, I believe a restoration to revenue 
will be quickest in hospitality, since a hotel room will fill a lot 
faster than a stubborn office vacancy. Management, staffing 
and expense levels have been aggressively restructured to 
ensure prudent navigation of the continued tough trading 
environment. 

Management anticipates that business will return to around 
75% of norm by the second quarter of FY2022 with the vaccine 
being the greatest caveat. 

RECEIVABLES
As the pandemic environment developed and extended to the 
tiered lockdown levels, receivables increased outside of normal 
trends. Tenants were in certain instances not capitalised 
enough to survive even a month-long hard lockdown, thus 
the debtors book expanded. I am, however, pleased to report 
that an active and engaged process was activated to reduce 
receivables and this has continued to positively impact the 
debtors book. For FY2021, receivables represented 3.48% of 
total revenue (excluding smoothing) with a bad debt provision 
at period-end equal to 18.1% of total receivables outstanding. 
There is no doubt that the impact of Covid-19 will increase 
the extent of write-offs as business closures and liquidations 
become more common. Prudent provisions are key to our 
FY2022 income forecasts to best navigate the restorative 
economic process across the portfolio. Furthermore, adequate 
provisions continue to be made for any debtor outstanding 
over 120 days.

CAPITAL ALLOCATION
Capital allocation is a key pillar in establishing and maintaining 
a high-quality real estate portfolio. Management interrogates 
the best uses of all resources deployed across the business 
and how it would add value and provide long-term shareholder 
returns. 

In the year under review, Spear acquired R384 million of new 
assets at an average yield of 9.42%. Spear disposed of one 
property, 10 Mill Street, valued at R55.8 million at a disposal 
yield of 9.5%. Management believes the aforementioned asset 
had reached the end of its lifecycle within the Spear portfolio. 
The disposal proceeds were deployed to Spear’s debt facilities 
in line with its stated LTV reduction strategy. 

Capital preservation in particular under the current pandemic 
environment further enhances the balance sheet and provides 
optionality. The current trading environment demands that the 
allocation of capital be done in the most strategic and prudent 
manner possible. Deployment of capital into new assets 
continues to only be done once very strict investment criteria 
have been met. 

Earmarked capital will be deployed into approved share 
buybacks, acquisitions or re/development opportunities 
with a primary focus on convenience retail, logistics-focused 
industrial and mixed-use assets. An amount of R78 million has 
been spent on capital expenditure thus far on the extension of 
the Nampak Rigids facility (R34 million) and the redevelopment 
of No.1 Beacon Way for Grindrod Logistics (R44 million). Both 
projects were initiated off the back of new 10-year lease 
agreements. On a stabilised basis the Nampak facility will 
initially yield 9.33% and the Grindrod facility will initially yield 
9.03%. 

As part of our active balance sheet approach, we continually 
evaluate our portfolio to determine any assets that are ripe for 
disposal or redevelopment. Our goal is to maximise shareholder 
value and align the balance sheet with our strategic LTV goals. 
Disposal proceeds will be deployed into management’s stated 
LTV reduction roadmap until the stated mid-point has been 
reached, being in the region of 40% LTV. 

BALANCE SHEET MANAGEMENT
Although the pandemic environment tested Spear’s balance 
sheet, I am proud to say that it remained robust and met 
all covenants without any breach concerns. Management 
maintains strong and unblemished relationships with its 
key funding partners, which result in efficient, innovative 

SECTORAL PERFORMANCE 
INDUSTRIAL (GLA 243 162m2 and 97.60% occupied)
The industrial portfolio has been a significant moat around 
our business during the year with 54% of rentable GLA 
being industrial. During the peak of the pandemic operating 
environment, the resilience and quality of covenants of the 
industrial portfolio stood out. As early as May 2021 demand 
for Spear’s well-located industrial rental opportunities 
recommenced and has continued consistently over the year. 
Rental collections for the year have been 97.71% of revenue 
billed as the majority of the industrial tenants were able to 
operate from Level 4 lockdown onwards. 

The industrial portfolio offers a diversified offering situated 
in well-established industrial nodes consisting of mini, mid 
and large modern logistics units. The industrial portfolio has 
continued to operate with high occupancy rates and in line 
with management’s expectations during the reporting period. 
Management has during the reporting period renewed/let 
155 076m2 with a 1.88% positive rental reversion. Two new 
10-year development lease agreements were concluded 
with Nampak Limited and Grindrod Logistics during FY2021, 
further enhancing the high-quality of the industrial portfolio 
and improving the overall weighted average lease expiry profile 
of Spear. 

COMMERCIAL (GLA 141 867m2 and 86.96% occupied)
The commercial office portfolio has been impacted by 
Covid-19, with notable increases in office vacancies that have 
negatively impacted the financial performance of the portfolio 
during the year. National lockdowns have reduced bustling 
business districts to quiet streets. Spear’s portfolio remains 
attractively positioned, and demand for Spear’s commercial 
real estate yielded very good results over the year. Overall 
vacancy reduction was the main theme of the year thanks to 
management’s tenant-centric approach and regional expertise. 
Office sector lease renewals continue to be concluded, albeit 
under very difficult trading conditions and extremely tough 
negotiations since rent preservation remains a top priority. 
During the period, 35 408m2 of commercial space was renewed 
or relet with a negative rental reversion of 1.79%. 

The economic contraction as a result of the pandemic will 
hamper significant growth prospects within this sector in the 
short to medium term. 

Although the future of work and therefore the future of the office 
are arguably key unknowns within the real estate environment, 
we have no doubt that the demand for commercial office space 
will return as most business operations require an operational 
home to conduct their affairs and advance business objectives. 

Management is committed to finding innovative and creative 
ways to ensure the impact of the downturn in demand is 
managed appropriately and mitigated into the future. 

RETAIL (GLA 40 351m2 and 91.66% occupied)
Spear’s retail assets have proven defensive as the pandemic 
environment set in across South Africa. Spear’s retail portfolio 
consists of two open air convenience centres anchored by 
national grocers and numerous national line shop tenants. 
The vast majority of Spear’s larger retail tenants were able to 
trade from Level 5 lockdown onwards, thus softening the blow 
across the retail portfolio. Tenants most negatively impacted 
by the national lockdowns were restaurants, coffee shops and 
gyms. Management adopted a pragmatic approach to tenant 
assistance in these instances as the joint mission remained 
business continuity throughout the pandemic. Spear’s retail 
assets are located in high-growth nodes servicing the Century 
City and the Northern Suburbs markets. During the reporting 
period 41% (16 550m2) of retail GLA (42 229m2) were occupied 
by national retail tenants. Spear’s retails assets have maintained 
a robust rental collection profile with 95.58% of rental billed 
being collected. No significant tenant failure occurred during 
the year in review. During the period, 15 230m2 of retail space 
was renewed or relet with a negative rental reversion of 8.80%. 
Spear’s retail assets are well positioned to show quicker signs 
of business recovery given that they are open air convenience 
retail centres designed with wide walkways that allow for ample 
social distancing that attracts shoppers. 

HOSPITALITY (GLA 28 078m2)
At the start of the year like with many other hospitality investors 
there was a cautiously optimistic sentiment in the market. 
Business on the books was pointing to a strong trading year 
ahead with numerous conferences and special events. With 
the onset of Covid-19, leisure travel bookings, conferences, 
meetings, incentive travel and exhibitions were postponed 
indefinitely. Globally, hotels were temporarily closing their doors 
as business had dried up. Management prudently decided to 
exclude any hospitality revenue from its income forecasts for 
the full financial year given the uncertainty of when business 
would return. Many of the larger global companies with whom 
our hotels do business have indicated very cautious travel plans 
into the 2021 calendar year. 
With limited inbound business and the corporate market at a 
virtual standstill, management turned its focus to capturing 
business from companies supplying essential services as well 
as inbound and outbound travel where mandatory quarantine 
was required. Management’s entrepreneurial approach has 
been fruitful as contracts were signed with the shipping industry 
to supply accommodation, food and beverage services. 
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be implemented across the portfolio, prioritising the well-being 
of our staff, business partners and tenants. Management’s 
proximity to assets remains excellent and our ability to speedily 
resolve business and operational issues remains exemplary. 

As set out earlier in this report, rental collections have been 
maintained within the high-road rental collection scenario and 
the focus going forward is to exceed the high-road scenario as 
rental collection percentage targets move to 100% of revenue 
billed. Meaningful inroads will continue to be made on historical 
receivables. 

In line with our LTV reduction roadmap, management will 
continue to actively dispose of non-core assets within the 
portfolio in line with our strategy together with the focused 
exit out of our hospitality assets. To be clear, Spear will exit its 
hospitality assets in an orderly manner and at pricing metrics 
that are acceptable to management. 

I am optimistic for what lies ahead for Spear as the business 
and the portfolio have continuously demonstrated its ability to 
withstand some of the toughest and most severe black-swan 
events of our generation. The lessons learnt from the year in 
review have equipped management with invaluable tools to 
ensure that Spear is a stronger, more resilient and nimbler 
group than before.

Spear will never be immune to tenant failures, insolvencies 
and closures, but we will do our level best to mitigate these 
situations and have to ensure they are the exception. The leasing 
and asset management team has done an exceptional job over 
the last year in preserving rental income and mitigating income 
loss where possible. Spear has since inception maintained high 
occupancy rates and I am incredibly proud of how in the face of 
a global pandemic and economic shutdown Spear’s portfolio 
occupancy rate has remained in the mid-90% in FY2021. 

    Management will focus on restoring income to parts of 
the portfolio most negatively impacted by Covid-19 and its 
residual effects

    Management will maintain all necessary health and safety 
measures across its business and portfolio

    Management will prudently steward capital allocation

    Management and the board remain significantly invested in 
Spear and aligned with shareholder interests

    Spear’s operating platform remains robust further 
underpinning the quality of the business

    Spear remains aligned with its mission statement and 
constant cashflow generation

    Spear’s hands-on asset management and tenant-centric 
approach will remain key to its operating strategy.

understandable to the cash-based basis of reporting operating 
results. This is relevant in the context of paying distributions to 
our shareholders. These simplified statements do not comply 
with International Financial Reporting Standards. Please refer 
to the five-year summary on page 6. 

OUTLOOK
The macroeconomic conditions will remain very difficult to 
navigate as the global and local economy adjusts to the impact 
of the last year. Even as economies open up and movement 
becomes freer, we should appreciate that 2020 may continue 
to impact income and growth opportunities in the years ahead. 
Spear’s core portfolio remains high-quality and defensive, 
and we are well positioned to navigate the current trading 
environment. 

The lack of international travel and the associated restrictions 
will continue to negatively impact the general services and 
hospitality sector, making the recovery trajectory in these 
sectors more prolonged. As announced on SENS, Spear 
has terminated its variable lease agreement with Marriot 
International and entered into a fixed-income lease with The 
Capital Hotel and Apartments Group. The restorative nature of 
the new lease agreement will positively impact group earnings 
from the second half of FY2022. The latter is further aligned 
with Spear’s strategy to be solely reliant on fixed income as 
opposed to (variable) cashflows. 

Commercial office vacancies will in the shorter term trend 
upwards, with office vacancies normalising into the medium 
term as return-to-work plans are executed and companies 
start focusing on business and operational growth. I believe 
that no professional has the desire to journey through their 
career in a spare room in the house. And most employed South 
Africans do not have the luxury of additional and dedicated 
“office” space at home. I have no doubt that a hybrid model will 
have to be sought that provides for a level of remote working 
but not to the full exclusion of having an operational base and 
business address. 

Spear’s industrial and retail portfolio will continue to trade 
strongly through the economic recovery and post-pandemic 
environment, providing income consistency and demand for 
these rental properties. None of Spear’s retail assets are reliant 
on international tourism and continue to offer convenience 
retail services to the general public. 

Management will remain client-centric and focused on 
sustainable cashflow, with lease renewals and the filling of 
vacant space remaining a key focus area. Management will 
actively ensure that all health and safety protocols continue to 

and advantageous funding arrangements and solutions. 
As a prudent measure during FY2021, we engaged with our 
funders to relax our strictest LTV and interest cover ratio (“ICR”) 

Management further embarked on an LTV reduction roadmap to 
be executed upon over the next 18 – 24 months. The roadmap 
aims to bring LTV levels within a range of 38% – 43% with a 
clear strategy towards the mid-point of the range. The group’s 
LTV ratio at the end of the reporting period was at 45.81%. 

Spear’s hedging policy remains in the range of 60% – 65% of 
debt hedged at any given time. The maturity profile of Spear’s 
hedged portfolio has fallen on favourable times as Spear 
currently benefits from the expiry of historical hedges creating 
non-rental tailwinds and the South African Reserve Bank having 
reduced interest rates by 300 basis points during the year.

LTV

ICR

OLD

50%
NEW

55%
CURRENT

45.81%

NEW

1.75
CURRENT

2.11
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NO RISK R170M R1.3BN

2
 TIMES TIMES

TIMES

GROUP COVENANTS 

Group covenants have been relaxed for the financial years 
ended 28 February 2021 and 28 February 2022.

Going concern Cash availability

Solvency and liquidity test passed

Debt refinanced in period

covenants as the uncertainty of hospitality incomes seemed 
to become a prolonged risk area. The graph below sets out the 
relaxations agreed to over the next two measurement periods. 

Spear’s all-in cost of debt at the end of the reporting period 
was 7.26% (FY2020: 8.75%). The overall debt portfolio remains 
actively managed and well balanced across the debt portfolio 
with 56.52% of portfolio debt currently hedged at an all-in rate 
of 8.66% (FY2020: 8.99%). Spear’s debt maturation profile 
average is 28.23 months with no refinance risk to any of Spear’s 
facilities at the end of the reporting period.

FINANCIAL REVIEW
In line with best practice real estate sector guidelines, we 
have provided a simplified reconciliation of income set 
for distribution to make the financial statements more 
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CHIEF EXECUTIVE OFFICER’S REPORT (CONTINUED)

SOLAR PV  
PROJECTS

GREEN 
BUILDING 
RATINGS

ENERGY

• Spear’s solar PV rollout initiatives are developing well across the portfolio. Commissioned 
systems are performing in line with expectations and penetration rates are being achieved per 
pre-installation feasibility studies. The intention is for in excess of 50% of the current portfolio 
(based on an approved business and financial case) to be equipped with a solar PV, and we are 
well on our way to achieve the strategic objective of having 50% of the portfolio installed with solar 
PV solutions by the end of FY2022. Nine installations have been commissioned and approved by 
the local authority. A mix of roof leases, instalment sales and direct capital expenditure solutions 
have been initiated by Spear as the adopted sustainability strategy.

• To date a total of nine out of 19 installations have been completed which currently generate 3 970 
kWp of non-fossil fuel-generated energy to our assets. Once all envisioned installations have been 
commissioned, 6 189 kWp will be generated from the solar PV installations across the portfolio. 
The penetration rate on monthly electrical costs ranges from 20% – 40% per month dependent 
on type of asset and kilowatt-hour charged by the local authority. 

• Solar PV solutions are the most cost effective and easily implementable renewable energy solution 
available to the real estate sector. Eskom’s generation capacity continues to be unreliable and for 
the most part generated by using fossil fuel technology, resulting in frequent load shedding and 
productivity losses across the broader economy. 

• No. 2 Estuaries, Sable Square; DoubleTree by Hilton Hotel, Cape Town; and Liberty Life Building, 
Century City each have a 3 – 5 Green Star EBP rating.

• Reducing Spear’s carbon footprint is a key operational imperative. Management constantly seeks 
innovative ways to lessen the impact the portfolio has on the environment.

WATER

WATER  
CONTINUITY

• Spear has invested into two boreholes, three well points and one 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 greywater systems to bulk water storage solutions.

• In addition to this, numerous 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 page 32.

GUIDANCE
It remains difficult to predict the longer-term economic effects 
of the pandemic on the real estate sector. Given the benefit of 
hindsight we can see that the hospitality and commercial office 
sectors have been deeply impacted. Spear along with millions 
of South Africans must stand together and do our part to 
navigate through the aftermath of the pandemic and its residual 
effects. In the short term we do not expect any significant 
macroeconomic improvements in the trading environment as 
economic growth is mooted and load shedding ensnares the 
nation. Looking ahead, it is going to be critical for management 
to remain close to the pulse of the business and continue to 
seek growth and value-add opportunities both in the income 
statement and balance sheet of Spear.

Spear will maintain its Western Cape focus – a key attribute 
that has influenced our strong rental collection profile under the 
circumstances. Being close to the business, assets and tenants 
has never been as important as it was in the past year. Spear’s 
executive team has successfully implemented all necessary 
Covid-19 health and safety measures across the portfolio. The 
safety of our tenants, staff and service providers remains a 
top priority.

The Western Cape economy is heavily reliant on travel, tourism, 
the service industry and hospitality, which collectively sustains 
thousands of livelihoods. The recoveries of these sectors will 
be largely dependent on a successful vaccine rollout with a 
high efficacy rate. As a management team we anticipate the 
above sectors to return to around 75% of norm by the second 
quarter of FY2022 with the vaccine being the greatest factor. 

Navigating into FY2022, the market conditions and the 
economic outlook in South Africa and in Spear’s case, the 
Western Cape, remains uncertain to a degree with some green 
shoots emerging as retail sales increase and restaurants, 
destination retail malls and airports become busier and busier. 
Predicting the recovery path and duration remains difficult, 
but we are confident that a recovery has begun and will gain 
momentum. Management remains confident that demand for 
its high-quality rental properties across various sectors within 
the Western Cape will continue, albeit at a possibly slower pace 
than in previous years. 

The lessons learnt and actions taken in FY2021 give us 
confidence to forecast FY2022 earnings with all of the above 
stated in mind and based upon a payout of no less than 80%. 
Management’s guidance for FY2022 is a DPS growth of 
6% – 8% per share from FY2021. 

The guidance is based on the following assumptions: 

    Ongoing recovery of the macroeconomic environment 

    No third or fourth-wave infections followed by a lockdown 

    Lease renewals are concluded per the company’s forecast 

    No major tenant failures during the year 

    Tenants successfully absorbing rising costs associated 
with deferral repayments, utility consumption charges and 
municipal rates 

    Trading environment vastly improving, with international 
travel markets re-entering SA

    Ongoing load shedding remains at low stage levels

    A successful rollout of the Covid-19 vaccine with a high 
efficacy rate.

Any change in the above assumptions may affect our forecast. 

Management’s focus will remain on its core business, which 
is to let space, retain tenants, manage expenses and grow its 
income base as best as possible within a very tough trading 
environment. 

Management will remain as accessible as ever, with regular 
updates to the market as Spear progresses through FY2022.

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

SUSTAINABILITY
Spear strategically relies on the availability of renewable and 
non-renewable energy resources to position the business as 
one of the sector leaders in adopting measurable sustainability 
initiatives. Spear strives to use natural resources as efficiently 
as possible by including sustainability as a strategic priority 
for the business. Sustainability objectives and initiatives are 
consistently monitored and improved as the portfolio grows. 
Globally the focus on the impact of the real estate sector on the 
environment has increased as carbon footprint measurements 
become top of mind. Spear aligns itself with the people, planet 
and profit approach to sustainability.
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PROPERTY FOCUS/ 
SABLE SQUARE SHOPPING 
CENTRE, MILNERTON
RETAIL

VALUE (R’000)

409 000
GLA (M2)

31 100
TOTAL VALUE (%)

9.1
VALUATION (R/M2)

13 151

Spear’s sustainability strategy is woven into its investment 
approach creating and securing long-term sustainability. Spear 
remains focused on placing less reliance on resources such as 
fossil fuel-generated electricity and national and local authority-
supplied potable water. Natural resources are finite and there 
is an imperative placed on the global commerce to include, 
embrace and implement sustainability as a key strategic focus. 
Spear continues to align itself with the leading industry experts 
to jointly execute its sustainability strategy. 

King IVTM guidelines and management’s own strategy reflects 
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 renewable and non-renewable 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 all of the latter stay in line 
with the guiding principles of a strong corporate governance 
culture within Spear. Management has concluded its report on 
Corporate Governance, which sets out its commitment to the 
values set out in King IVTM.
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In closing, a special word of thanks to our Chairman, 
Abu Varachhia, and our Deputy Chairman, Mike Flax, for 
their astute and unwavering support, wisdom and guidance 
throughout the year, and to my incredibly talented and committed 
executive team Christiaan Barnard (CFO), Cliff Toerien (COO) 
and Kim Pfaff-Karg (CIO). I am deeply grateful to our board 
of directors and the respective committees who displayed 
consistency, professionalism and pragmatism during an 
extremely challenging year. 

Quintin Michael Rossi
Chief Executive Officer

17 June 2021
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