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OVERVIEW

FY2016
Distribution of

NAV of
9.78c / share

Average occupancy on
stabilised portfolio of
96%

5.61c / share
HEPS of
16.1c / share
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EXECUTIVE SUMMARY
• NOI was 4% ahead of budget for the 3 month period.
• Operating expenses were in line with budget.
• Stabilised portfolio operated at an average occupancy of 96%.

Highlights

• As a result of the portfolio performance and some once of items, distributions
per share of 5.61c / share were 167% ahead of budget of 2.10c / share.
• The above once-off items should not be taken into account in establishing
an expectation of the company’s future distributions.

• Other operating costs R3.9m include once-off listing expenses of R1.7m
that were higher than expected as a result of JSE listing requirements.

• These overruns include audit costs to prepare historic financial statements,

Lowlights

reporting accountants costs for ruling requests and attorney’s fees for the
conveyancing of properties.
• As a result of the above, other operating expenses were 43% over budget.
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FINANCIAL PERFORMANCE
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EXTRACT FROM THE STATEMENT OF PROFIT
OR LOSS & OTHER COMPREHENSIVE INCOME
For the six months ended
31 December 2016 in R’000
Revenue

Actual for 3
months

Prospectus

Variance
(Rand)

Variance
(%)

R36,261

R33,281

R2,979

9%

Property operating expenses

(R11,940)

(R9,802)

(R2,138)

(22%)

Net Operating Income (NOI)

R24,320

R23,479

R841

4%

Other operating expenses

(R3,916)

(R2,746)

(R1,170)

(43%)

Operating profit

R20,404

R20,733

(R329)

(2%)

FV Adjustment

R11,387

(R15,408)

R26,794

174%

(R15,267)

(R15,247)

(R20)

(0%)

R16,524

(R9,921)

R26,445

267%

Net finance charges
Profit before taxation

Commentary

• Difference in revenue and property operating expenses is due to accounting

classification of recoveries of R2.3m.
• NOI was ahead of budget by 4% due to faster than expected lease up of Acacia
Place, which has now stabilised.
• Other operating expenses includes R1.7m of once-off items.

• FV adjustments relate to transfer and bond costs, as well as year end revaluations.
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EXTRACT FROM THE
STATEMENT OF FINANCIAL POSITION
Actual for 3
months

Prospectus

R1,189,400

Trade and other receivables
Cash and cash equivalents

As at 31 December 2016 in R’000
Investment property

Total assets
Stated capital
Retained earnings
Interest-bearing borrowings
Trade and other payables
Total equity and liabilities

Commentary

Variance

Variance

(Rand)

(%)

R1,165,000

R24,400

2%

R13,805

R0

R13,805

100%

R23,500

R0

R23,500

100%

R1,226,705

R1,165,000

R61,705

5%

R632,276

R635,932

(R3,656)

(1%)

R16,524

(R16,496)

R33,020

200%

R547,476

R545,563

R1,912

0%

R30,430

R0

R30,430

100%

R1,226,705

R1,165,000

R61,705

5%

• All 13 properties were revalued at Year end. This was not budgeted for in the Listing Prospectus.
• Receivables & Payables relate mainly to transactions with SAWHF.
• Cash and cash equivalents include tenant deposits of R13.5m for which there is a corresponding liability.
• New debt facility was envisaged to be drawn down by year end in the Listing Prospectus.
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EXTRACT FROM THE
STATEMENT OF CHANGES IN EQUITY
For the six months ended
31 December 2016 in R’000
Balance at 1 July 2016

Stated
capital

Retained
Earnings

Total

R639,464

R0

R639,464

(R7,188)

R0

(R7,188)

R0

R16,524

R16,524

R632,276

R16,524

R648,800

Transactions with owners
Issue of shares
Capitalised listing fees
Profit and total comprehensive income for the period
Balance at 31 December 2016

Commentary

• Issue of shares includes issue of 59,046,443 @ R10 to SAWHF in exchange for
the properties and 7,259,219 @ R6.75 in relation to the IPO.
• Listing costs capitalised include corporate sponsor fees, as well as 60% of costs
incurred during listing process in line with market practice.
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EXTRACT FROM
STATEMENT OF CASH FLOW
2016
Net cash generated from operating activities
Cash generated from operations
Finance charges paid
Finance income received
Net cash utilised in investing activities
Transfer and bond costs
Net cash generated from financing activities
Net repayment of interest-bearing borrowings
Proceeds from share issue
Net movement in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Commentary

R23,939
R37,030
(R13,262)
R171
(R13,013)
(R13,013)
R12,575
(R24,425)
R36,999
R23,500
R0
R23,500

• Cash and cash equivalents include tenant deposits of R13.5m for which there is

a corresponding liability.
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KEY RATIOS
Actual for 3 months

Prospectus

Basic & diluted (loss) / earnings per share (cents)

51.7

(31.1)

Headline & diluted headline earnings per share (cents)

16.1

17.2

Dividend per share (cents)

5.6

2.1

NAV Per Share (Rand)

9.78

9.38

LTV

46%*

47%

Net property expense ratio (recoveries net off expenses)

28%

29%

Commentary

The variance in the dividend primarily relate to surplus working capital being
available for distribution. The Company is of the view that the portion of the
dividend in excess of the forecast dividend is once off in nature and should
therefore not be taken into account in establishing an expectation of the
Company’s future dividends.
* If cash & cash equivalents are deducted from interest bearing borrowings, LTV is 44%
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ADDITIONAL COMMENTARY
Interest
Bearing
Borrowings

• As at 3 February 2017, Transcend has drawn down on the new

debt facility with Standard Bank.
• The new facility has been hedged against interest rate exposure in
accordance with the company's hedging policy, which was
approved by the board on 18 October 2016.

• The effective interest rate on the new facility is 9.56%.
Once Off
Items

• Once off items skewed performance in 2016.
• We expect 2017 to be a more indicative year in terms of
performance.

• We expect the portfolio to perform in line with the Listing Prospectus
in 2017.
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LOOKING FORWARD

Distributions

• Acacia Place will be fully let from
1 April 2017.
• We do not expect to finalise any
acquisitions before June 2017.
• We

expect

the

portfolio

to

FY2017
62.8 c /
share

perform in line with budget.
• We plan to incur the following
capex before June 2017, which
has been budgeted for:
• Acacia Place compactor: R125k
• Jabulani water meters: R197k

In line with
Listing
prospectus

• Parklands painting: R260k
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PORTFOLIO PERFORMANCE
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OVERVIEW
Geographical profile (units)

Portfolio profile (units)
1%

2%

1%
11%
13%

76%
96%
Gauteng
Mpumalanga
Western Cape

1 Bed 1 Bath

2 Bed 1 Bath

2 Bed 2 Bath

3 Bed 2 Bath

The portfolio consists of 2 472 units, primarily 2 Bed + 1 Bath units
(96%), concentrated in Gauteng (76% of units)
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OCCUPANCY & AVERAGE RENTALS

96%

96%

96%
93%

93%

92%

68%

71%

73%

%OCT 16

% NOV 2016

% DEC 2016

Stable

Lease up

Total

•

Rentals average at R5,053 per unit per month at December 2016.

•

Occupancies have remained consistent at 96% on the stabilised properties.
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PORTFOLIO: LEASE EXPIRY PROFILE
1%

17%

7%
Vacancy

Monthly
30 June 2017

29%

46%

31 December 2017
31 December 2018

•

The average term of a resident’s stay is approximately 14 months.

•

46% of tenants are on month-to-month leases, vs 53% on leases that expire within the
next 12 months.
15

AVERAGE MONTHLY PROPERTY EXPENSES

< 0%

28%

36%

Utilities
Operational
Admin
Extraordinary

36%

• Average cost per month is R1,320 per unit, or a cost ratio of 28.2%.
• Property expenses are split between utilities (36%), operations (36%) and
administration (28%).
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ADDING VALUE TO THE PORTFOLIO
Transcend is focused on “value add” initiatives to improve performance on the

existing portfolio:

Attracting and retaining quality tenants.

Improving recoveries on properties.

Strategic capex investments for better
long-term performance.
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OUTLOOK FOR 2017
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OUTLOOK FOR 2017
Residential
Rental
Market

• Expecting a mild interest rate environment.
• Stronger rand and stable/decreasing interest rates
should help overall macro-economic environment.
• Rental growth is under pressure.
• Tenant affordability still under pressure.
• Short-term subdued growth, but strong medium to
long term demand for rental housing.
• Market remains deep.
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OUTLOOK FOR 2017
Pipeline &
Growth
Strategy

• Transcend has identified an initial pipeline of stabilised
rental properties for acquisition that includes approximately
3,700 units, estimated at R2.5bn.
• Apart from the Transcend Portfolio, IHS currently manages
approximately 5,000 quality affordable rental properties.
• Transcend will leverage off of IHS’ strong network and deal
making capability for future acquisitions.
• IHS is extensively experienced in sourcing and stabilising
properties, which will be used to the benefit of Transcend.
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CONTACT DETAILS

Rob Wesselo

083 290 3868

RWesselo@ihsinvestments.co.za

Solly Mboweni

072 821 7261

SMboweni@ihsinvestments.co.za

Dave Lange

079 502 9489

DLange@ihsinvestments.co.za
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