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24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES
Financial instruments consist mainly of deposits with banks, loans to subsidiary company, trade and other receivables, 
loans from banks, debentures, debenture interest payable, trade and other payables and interest rate swaps. Exposure to 
interest rate, liquidity and credit risks arises in the normal course of business.				  

Treasury policy 
The group enters into derivative transactions such as interest rate swaps in order to help manage the financial risks arising 
from the group’s activities. The main risks arising from the group’s financing structure are market risk (in the form of interest 
rate risk) and liquidity risk. The policies for managing each of these risks by Manco and the principal effect of these policies 
on the results for the year are summarised below.					   

24.1 Interest-rate risk
The group’s policy is to eliminate substantially all exposure to interest rate fluctuations in order to establish certainty 
over long-term cash flows. Short-term debtors and creditors are not exposed to interest-rate risk. As a consequence, 
the group is exposed to market-price risk in respect of the fair value of its fixed rate financial instruments and cash-
flow risk in respect of variable rate financial instruments.					  

The group’s debt carries both fixed and floating interest rates, however it is the group’s policy that at least 80% of 
its exposure to changes in interest rates on borrowings is on a fixed basis. Interest rate swaps have been entered 
into to achieve an appropriate mix of fixed and floating rate exposure. The interest rate swaps are not designated as 
cash-flow hedges for accounting purposes and thus any changes to the interest rate at the date of reporting would 
affect profit or loss but, as these gains or losses are not available for distribution, they would be transferred to a fair 
value reserve.					   

At the reporting date, the group had entered into the following interest rate swap agreements with Absa Bank Limited:

All in 
fixed rate

Commence-
ment date Maturity

Fair value 
at 30 June

 2009
R’000

Fair value 
at 30 June

2008
R’000

R253 million* 10,45% Apr 2008 May 2012  (10 183)  24 009 

R150 million 11,45% Aug 2008 Aug 2013  (9 185)  8 753 

R150 million** 11,15% Dec 2008 Dec 2011  (9 478)  8 053 

R249 million*** 11,97% Sep 2008 Sep 2015  (28 330) –

R170 million 11,33% Sep 2008 Sep 2018  (13 280) –

R972 million  (70 456)  40 815 

Negative value denotes that swap is in the bank’s favour.
*	 �extendable at the election of Absa to May 2014.
**	 extendable at the election of Absa to December 2013.
*** step up swap structure – weighted average rate.

HPF has also contracted into two options to enter into interest rate swap transactions. These two options are 
exercisable at the election of ABSA Capital on 1 December 2011 and 10 May 2012 respectively, and have fair 
values of R3,028 million (liability) and R3,517 million (liability) respectively at 30 June 2009.

Fair value sensitivity analysis for fixed-rate instruments
The approximate impact of a 50 basis point shift upwards in the level of interest rates would be a positive movement 
of R17,6 million in the fair value of derivatives. The approximate impact of a 50 basis point shift downwards in the 
level of interest rates would be a negative movement of R17,6 million in the fair value of derivatives. Movements 
in the fair value of derivatives are dealt with in the income statement. 					   

Cash-flow sensitivity analysis for variable-rate instruments
In terms of the floating facilities, for each increase/decrease of 50 basis points, this change would affect interest paid 
by R0,2 million (2008: R0,3 million) per annum. The floating rate sensitivity analysis has been prepared assuming 
the amount of the instrument outstanding at the balance sheet date was outstanding for the whole year.			 
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24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

24.1 Interest-rate risk continued

At the reporting date, the group’s interest rate profile was:					   

Effective 
rate

%

Carrying
amount

R’000

0 – 12 
months

R’000
1 – 4 years

R’000

More than 
4 years
R’000

30 June 2009

Cash and cash equivalents

  – Cash on call 6,90  7 383  7 383 

  – Current account 0,75  2 445  2 445 

Trade and other payables

  – Tenant deposit 6,90  (9 435)  (9 435) 

Financial liabilities

  – ��Absa Bank Limited – Main loan 9,31  (250 548)  (250 548) 

  – Absa Bank Limited – Floating 9,00  (44 016)  (44 016) 

  – Absa Bank Limited – Loan 1 8,48  (249 000)  (249 000) 

  – Absa Bank Limited – Loan 2 8,48  (170 000)  (170 000) 

  – Absa Bank Limited – Loan 3 9,30  (150 000)  (150 000) 

  – Absa Bank Limited – Loan 4 9,16  (50 000)  (50 000) 

  – Absa Bank Limited – Loan 5 9,40  (50 000)  (50 000) 

  – Absa Bank Limited – Loan 6 8,63  (50 000)  (50 000) 

Debentures Variable  (1 157 912)  (1 157 912) 

 (2 171 083)  393  (1 013 564)  (1 157 912) 

30 June 2008

Cash and cash equivalents

  – Cash on call 11,99  182 033  182 033 – –

  – Current account 5,00  7 572  7 572 – –

Trade and other payables

  – Tenant deposit 11,99  (5 579)  (5 579) – –

Financial liabilities

  – ��Absa Bank Limited – Main loan 13,11  (251 096) –  (251 096) –

  – ��Absa Bank Limited – Development 
loan 0,135  (28 630)  (28 630) –

Debentures Variable  (1 157 912) – –  (1 157 912) 

 (1 253 612)  155 396  (251 096)  (1 157 912) 
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24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

24.2 Liquidity risk

Liquidity risk is the risk that the group will be unable to meet a financial commitment as it falls due. Cash flows are 
regularly monitored to ensure that cash resources are adequate to meet funding commitments. The group’s policy 
is to seek to optimise its exposure to liquidity risk by balancing its exposure to interest rate risk and to refinancing 
risk. In effect, the group seeks to borrow for as long as possible at the lowest acceptable cost. 		

The group regularly reviews the maturity profile of its financial liabilities and seeks to avoid bunching of maturities 
through the regular replacement of facilities and by using a selection of maturity dates. Re-financing risk may be 
reduced by re-borrowing prior to the contracted maturity date, effectively switching liquidity risk for market risk.	

The following are the contractual maturities of financial liabilities. No interest payments have been included as the 
amounts involved are dependent on future changes in interest rates.					   

Carrying
amount

R’000

0 – 12 
months

R’000

1 – 4 
years

R’000

More than 
4 years
R’000

Group 30 June 2009

Interest-bearing liabilities  1 013 564 –  1 013 564 –

Trade and other payables  52 115  52 115 – –

Debentures  1 157 912 – –  1 157 912 

Debenture interest payable  71 847  71 847 –

 2 295 438  123 962  1 013 564  1 157 912 

Group 30 June 2008

Interest-bearing liabilities  279 726  28 630 –  251 096 

Trade and other payables  26 935  26 935 – –

Debentures  1 157 912 – –  1 157 912 

Debenture interest payable  85 236  85 236 –

 1 549 809  140 801 –  1 409 008 

Company 30 June 2009

Trade and other payables  836  836 – –

Debentures  1 157 912 – –  1 157 912

Debenture interest payable  71 847  71 847 – –

 1 230 595  72 683 –  1 157 912

Company 30 June 2008

Trade and other payables  522  522 – –

Debentures  1 157 912 – –  1 157 912 

Debenture interest payable  85 236  85 236 –

 1 243 670  85 758 –  1 157 912 



  

ospitality Property Fund Annual Report | 2009 |	 67

24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

24.2 Liquidity risk continued

The company’s borrowings are limited by its articles of association to 65% of the directors’ bona fide valuation of 
the consolidated property portfolio.

The company’s utilised borrowing capacity at 30 June can be summarised as follows:

30 June 
2009

R’000

30 June 
2008

R’000

Property valuation  3 404 252  2 259 680 

65% thereof  2 212 764  1 468 792 

Effective borrowings  1 013 564  279 726 

Unutilised borrowing capacity  1 199 200  1 189 066 

Facilities available in terms of agreements at 30 June  1 243 000  827 400 

Gearing ratio 29,8% 12,4%

24.3 Credit risk

Credit risk arises from the risk that trade receivables may default and result in a loss to the group. The group 
has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral, where 
appropriate, as a means of mitigating the risk of financial loss from default. Financial performance of the tenants’ 
business is monitored on an ongoing basis. 					   

In terms of the group structure there is a concentration of risk with the C-Corp leased properties. All lease 
agreements within the C-Corp structure are concluded with Majormatic 194 (Pty) Limited. Management receives 
comprehensive monthly management reports and attends the monthly meetings with the hotel operators in order 
to monitor performance and identify elements of credit risk. 					   

24.3.1 Credit exposure

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure 
to credit risk at the reporting date was:					   

         Group         Company

2009
R’000

2008
R’000

2009
R’000

2008
R’000

Trade and other receivables

  – Tenant and related receivables  2 620  17 430 – –

  – Other receivables  171  92  80 

 2 791  17 522 –  80 

Tenant deposits  (9 435)  (5 579) – –

Bank guarantees  (700)  (36 597) – –

The group holds collateral over certain trade and other receivables in the form of tenant deposits and bank 
guarantees as detailed above.					   

The directors are of the opinion that, apart from tenant and related receivables, these financial assets have 
a low credit risk.					   
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24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

24.3 Credit risk continued

24.3.2 Impairment losses
The ageing of tenant and related receivables at the reporting date was:

        Gross carrying value
        Group

        Impairment 
         Group

 2009
R’000

2008
R’000

2009
R’000

2008
R’000

Current (< 30 days)  2 620  17 430 –  (504) 

Total  2 620  17 430 –  (504) 

The movement in the allowance for impairment in respect of tenant and related receivables during the year 
was as follows:

         Group
2009

R’000
2008

R’000

Balance at the beginning of the year  504 –
Impairment loss recognised  (504)  504 

Balance at the end of the year –  504 

The group comprehensively assesses the individual circumstances and credit risk of the tenant and 
impairment losses are recognised after the group assessment indicates that recoverability is unlikely.	

24.4 Capital structure
The group views its capital base as the sum of its shares and debentures as each share is linked to a debenture. The 
group seeks to enhance unitholder value by both investing in the business so as to improve the return on investment 
and by managing the capital structure. The group uses a mix of equity and debt financial instruments and aims to 
access both debt and equity capital markets with maximum efficiency and flexibility. The key ratios used to monitor 
the capital structure are the debt to assets ratio (this ratio excludes debentures) and the interest coverage ratio. 
Notwithstanding the fact that the group’s borrowings are limited by its articles of association to 65% of assets, the 
current strategy is to maintain debt levels below 50%.					   

During 2009, the underlying debt to assets ratio increased from 12,4% to 29,8% at 30 June 2009.		

24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

24.5 Fair values of financial instruments
Financial assets and liabilities comprise long-term borrowings and other payables, derivative instruments, cash and 
receivables. The fair values of all financial instruments with the exception of linked debentures are substantially the 
same as the carrying amounts reflected on the balance sheet. The following summarises the significant methods and 
assumptions used in estimating the fair value of financial instruments. Where applicable, the fair values of financial 
assets and liabilities have been established using the market value, where available. For those instruments without 
a market value, a discounted cash flow approach is used. 					   

Debentures 
It is impractical to determine the fair value of the linked debentures.					   

Derivatives 
The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness by 
discounting estimated future cash flows based on the terms and maturity of each contract and using market interest 
rates for a similar instrument at the reporting date.					   

Non-derivative financial liabilities 
Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the 
market rate of interest at the reporting date.					   

Trade and other receivables 
The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the 
market rate of interest at the reporting date.					   
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24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

The table below sets out the group’s accounting classification of each class of financial assets and liabilities, and their 
fair values at 30 June:

Held for 
trading
R’000

Designated 
at fair value

R’000

Loans and
receivables 

at amortised
cost

R’000

Available- 
for-sale
R’000

Amortised 
cost/

(financial
liabilities)

R’000

Non- 
financial

instruments
R’000

Total 
carrying 
amount

R’000

Fair value
of financial
instruments

R’000

GROUP

30 June 2009

Cash and cash equivalents – –  9 828 – – –  9 828  9 828 

Trade and other receivables – –  2 620 – –  171  2 791  2 620 

– –  12 448 – –  171  12 619 

Trade and other payables – – – –  40 529 –  40 529  40 529 

Tenant deposits – – – –  9 435 –  9 435  9 435 

Derivative financial liability  70 455 – – – – –  70 455  70 455 

Interest-bearing borrowings – – – –  1 013 564 –  1 013 564  1 013 564 

Debentures – – – –  1 157 912 –  1 157 912 

Debenture interest payable – – – –  71 847 –  71 847  71 847 

 70 455 – – –  2 293 287 –  2 363 742 

30 June 2008

Cash and cash equivalents – –  189 606 – – –  189 606  189 606 

Trade and other receivables – –  17 430 – –  92  17 522  17 430 

Derivative financial assets  40 815 – – – – –  40 815  40 815 

 40 815 –  207 036 – –  92  247 943 

Trade and other payables – – – –  18 396 –  18 396  18 396 

Tenant deposits – – – –  5 579 –  5 579  5 579 

Retentions – – – –  2 960 –  2 960  2 960 

Interest-bearing borrowings – – – –  279 726 –  279 726  279 726 

Debentures – – – –  1 157 912 –  1 157 912 

Debenture interest payable – – – –  85 236 –  85 236  85 236 

– – – –  1 549 809 –  1 549 809 
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24. FINANCIAL RISK MANAGEMENT AND FURTHER FINANCIAL INSTRUMENT DISCLOSURES continued

Held for 
trading
R’000

Designated 
at fair value

R’000

Loans and
receivables 

at amortised
cost

R’000

Available- 
for-sale
R’000

Amortised 
cost 

(financial
liabilities)

R’000

Non- 
financial

instruments
R’000

Total 
carrying 
amount

R’000

Fair value
of financial
instruments

R’000

COMPANY

30 June 2009

Loan to subsidiary – –  1 476 967 – – –  1 476 967  1 476 967 

Trade and other receivables – – – – –  168  168 

– –  1 476 967 – –  168  1 477 135 

Trade and other payables – – – –  836 –  836  836 

Debentures – – – –  1 157 912 –  1 157 912 

Debenture interest payable – – – –  71 847 –  71 847  71 847 

– – – –  1 230 595 –  1 230 595 

30 June 2008

Loan to subsidiary – –  1 490 738 – – –  1 490 738  1 490 738 

Trade and other receivables – – – – –  80  80 

– –  1 490 738 – –  80  1 490 818 

Trade and other payables – – – –  522 –  522  522 

Debentures – – – –  1 157 912 –  1 157 912 

Debenture interest payable – – – –  85 236 –  85 236  85 236 

– – – –  1 243 670 –  1 243 670 
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Segmental information for the year ended 30 June 2009

Group segmental analysis

Primary segments 
On a primary basis the group is organised into four segments:					   

Fixed lease agreements – lease agreements where the major portion of the rental is fixed.				  

C-Corp lease agreements – lease agreements with Majormatic 194 (Pty) Limited based on approximately 50% of the rental 
being fixed and the remaining being a variable rental equivalent to 90% of the hotels’ EBITDA after deducting the fixed rental 
portion.					   

Variable lease agreements – based on EBITDA with operators covering the properties in the Courtyard portfolio.	

Corporate – expenditure, assets and liabilities not directly allocated to a segment.					   

R’000

Fixed 
lease 

agreements

C-Corp 
lease 

agreements

Variable 
lease 

agreements Corporate Total

Income statement – 30 June 2009

Segment revenue  129 528  112 684  14 474  5 233  261 919 

Expenditure  (31 276)  (31 276) 

Segment operating results  129 528  112 684  14 474  (26 043)  230 643 

Net finance cost  (225 410)  (225 410) 

Profit/(loss) before fair value adjustments  
and taxation  129 528  112 684  14 474  (251 453)  5 233 

Fair-value adjustments  141 465  47 550  10 371  (111 270)  88 116 

Segment result  270 993  160 234  24 845  (362 723)  93 349 

Income statement – 30 June 2008

Segment revenue  108 676  79 345  12 573  200 594 

Expenditure  (26 851)  (26 851) 

Segment operating results  108 676  79 345  12 573  (26 851)  173 743 

Net finance cost  (169 379)  (169 379) 

Profit/(loss) before fair value adjustments  
and taxation  108 676  79 345  12 573  (196 230)  4 364 

Fair-value adjustments  155 092  103 157  10 900  25 947  295 096 

Segment result  263 768  182 502  23 473  (170 283)  299 460 



 

ospitality Property Fund Annual Report | 2009 |	 72

 

R’000

Fixed 
lease 

agreements

C-Corp 
lease 

agreements

Variable 
lease 

agreements Corporate Total

Balance sheet – 30 June 2009

Non-current assets

Investment properties  1 411 000  1 868 780  124 472 –  3 404 252 

Current assets

Trade and other receivables  538  179  1 764  310  2 791 

Cash and cash equivalents  9 828  9 828 

Segment assets  1 411 538  1 868 959  126 236  10 138  3 416 871 

Liabilities

Non-current liabilities

Debentures  1 157 912  1 157 912 

Interest-bearing liabilities  1 013 564  1 013 564 

Derivative liability  70 455  70 455 

Current liabilities

Trade and other payables  9 500  2 221 –  40 394  52 115 

Debenture interest payable  71 847  71 847 

Segment liabilities  9 500  2 221 –  2 354 172  2 365 893 

Balance sheet – 30 June 2008

Non-current assets

Investment properties  1 252 200  893 380  114 100 –  2 259 680 

Derivative asset  40 815  40 815 

Current assets

Trade and other receivables  1 843  13 221  775  1 683  17 522 

Cash and cash equivalents  189 606  189 606 

Segment assets  1 254 043  906 601  114 875  232 104  2 507 623 

Liabilities

Non-current liabilities

Debentures  1 157 912  1 157 912 

Interest-bearing liabilities  279 726  279 726 

Current liabilities

Trade and other payables  4 942  17 751 –  4 242  26 935 

Debenture interest payable  85 236  85 236 

Segment liabilities  4 942  17 751 –  1 527 116  1 549 809 

Segmental information for the year ended 30 June 2009

continued
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Group segmental analysis

Secondary segment

R’000 Gauteng
Western

Cape
KwaZulu-

Natal
Eastern

Cape
Mpu-

malanga Corporate Total

Income statement – 
30 June 2009

Segment revenue  155 856  38 014  39 061  18 468  5 287  5 233  261 919 

Expenditure  (31 276)  (31 276) 

Segment operating results  155 856  38 014  39 061  18 468  5 287  (26 043)  230 643 

Net finance cost  (225 410)  (225 410) 

Profit before fair value 
adjustments and taxation  155 856  38 014  39 061  18 468  5 287  (251 453)  5 233 

Fair-value adjustments  156 409  27 202  6 992  11 997  2 019  (116 503)  88 116 

Profit before taxation  312 265  65 216  46 053  30 465  7 306  (367 956)  93 349 

Taxation  (54 889)  (54 889) 

Segment result  312 265  65 216  46 053  30 465  7 306  (422 845)  38 460 

Income statement –  
30 June 2008

Segment revenue  98 454  38 964  41 550  16 426  5 200  200 594 

Expenditure  (26 851)  (26 851) 

Segment operating results  98 454  38 964  41 550  16 426  5 200  (26 851)  173 743 

Net finance cost  (169 379)  (169 379) 

Profit before fair value 
adjustments and taxation  98 454  38 964  41 550  16 426  5 200  (196 230)  4 364 

Fair-value adjustments  139 816  80 857  43 106  (42)  1 048  30 311  295 096 

Profit before taxation  238 270  119 821  84 656  16 384  6 248  (165 919)  299 460 

Taxation  (71 017)  (71 017) 

Segment result  238 270  119 821  84 656  16 384  6 248  (236 936)  228 443 
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Segmental information for the year ended 30 June 2009

continued

R’000 Gauteng
Western

Cape
KwaZulu-

Natal
Eastern

Cape
Mpu-

malanga Corporate Total

Balance sheet –
30 June 2009

Non-current assets

Investment properties  2 168 072  486 400  499 780  153 000  97 000 –  3 404 252 

Current assets

Trade and other receivables  2 230  216 –  35 –  310  2 791 

Cash and cash equivalents  9 828  9 828 

Segment assets  2 170 302  486 616  499 780  153 035  97 000  10 138  3 416 871 

Liabilities

Non-current liabilities

Debentures  1 157 912  1 157 912 

Interest-bearing liabilities  1 013 564  1 013 564 

Derivative liability  70 455  70 455 

Current liabilities

Trade and other payables  64  2 182 –  559 –  49 310  52 115 

Debenture interest payable  71 847  71 847 

Segment liabilities  64  2 182 –  559 –  2 363 088  2 365 893 

Balance sheet –  
30 June 2008

Non-current assets

Investment properties  1 155 500  458 600  435 380  140 200  70 000 –  2 259 680 

Derivative asset  40 815  40 815 

Current assets

Trade and other receivables  2 416  82 –  7 –  14 904  17 409 

Cash and cash equivalents  189 606  189 606 

Segment assets  1 157 916  458 682  435 380  140 207  70 000  245 325  2 507 510 

Liabilities

Non-current liabilities

Debentures  1 157 912  1 157 912 

Interest-bearing liabilities  279 726  279 726 

Current liabilities

Trade and other payables  13 063  2 523  3 208  1 073  793  6 275  26 935 

Debenture interest payable  85 236  85 236 

Segment liabilities  13 063  2 523  3 208  1 073  793  1 529 149  1 549 809 
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Distribution policy

1.	distribution  for the a debentures
	� Each first A debenture shall confer on the holder thereof the right to receive interest in respect of the first distribution period 

and the second distribution period, as follows: 

	 1.1	� for the second distribution period ended 30 June 2006, a semi-annualised return of 5,15% on the nominal value of the 
A debentures; 

	 1.2	� for the first distribution period ended 31 December 2006, a return of 5,28% on the nominal value of the 
A debentures; 

	 1.3	� for the second distribution period ended 30 June 2007, a return equal to the distribution for the second distribution 
period for the year ended 30 June 2006, escalated by 5%;

	 1.4	� for the first distribution periods for the financial years ended June 2008 to 2012, a return equal to the determined or 
calculated distribution for the corresponding first distribution period for the prior year, escalated by 5%;

	 1.5	� for the second distribution periods for the financial years ended June 2008 to 2011, a return equal to the determined 
or calculated second distribution for the corresponding second distribution period for the prior year, escalated  
by 5%; 

	 1.6	� for the first distribution periods and second distribution periods thereafter, to repayment of the A debentures, a return 
equal to the determined or calculated distribution for the corresponding distribution period for the prior year, escalated 
by the lesser of 5% or CPIX; (Clause 5.1 of the first supplemental debenture trust deed). 

	� The payment of interest is not guaranteed by the company and any amounts not paid shall not accrue or be cumulative, 
(Clause 5.3 of the first supplemental debenture trust deed). 

2.	 DISTRIBUTION FOR THE B DEBENTURES
	� Each first B debenture shall confer on the holder thereof the right to receive interest in respect of the first and second 

distribution periods, a return amounting to the balance, if any, of the interest distribution after deducting the distribution to 
the A debentures; (Clause 6.1 of the first supplemental debenture trust deed).
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Shareholder analysis

A-linked units B-linked units

Shareholder spread

Number
of unit-

holdings %
Number
of units %

Number
of unit-

holdings %
Number
of units %

	 1 –	 1 000  167 25,34  77 615 0,13 191 12,60 106 859 0,17
	 1 001 –	 10 000  322 48,86  1 157 052 1,88 1 005 66,29 4 160 413 6,76
	 10 001 –	  100 000  95 14,42  3 410 392 5,54 260 17,15 6 500 187 10,55
	 100 001 –	  1 000 000  62 9,41  20 445 793 33,19 48 3,17 18 735 590 30,42
1 000 001 units and over  13 1,97  36 500 235 59,26 12 0,79 32 088 038 52,10

Total 659 100,00 61 591 087 100,00 1 516 100,00 61 591 087 100,00

Distribution of unitholders
Banks 2 0,30 7 449 0,01 3 0,20 309 919 0,50
Close corporations 8 1,22 33 657 0,05 18 1,19 148 693 0,24
Empowerment 3 0,46 17 036 177 27,66 2 0,13 10 774 595 17,49
Endowment funds 27 4,10 867 963 1,41 35 2,31 1 649 868 2,68
Individuals 351 53,26 1 146 492 1,86 1 045 68,93 5 777 704 9,38
Insurance companies 11 1,67 4 924 980 8,00 18 1,19 8 958 042 14,55
Investment companies 6 0,91 166 655 0,27 9 0,59 1 075 182 1,75
Manco holdings 1 0,15 183 357 0,30 1 0,07 197 258 0,32
Medical schemes 7 1,06 751 345 1,22 4 0,26 87 793 0,14
Mutual funds 45 6,83 25 702 885 41,73 49 3,23 13 501 801 21,92
Nominees and trusts 120 18,21 1 667 014 2,71 211 13,92 3 572 096 5,80
Other corporations 5 0,76 7 521 0,01 18 1,19 179 085 0,29
Private companies 30 4,55 424 973 0,69 51 3,36 4 077 827 6,62
Public companies 2 0,30 3 547 0,01 2 0,13 5 462 0,01
Retirement funds 41 6,22 8 667 072 14,07 50 3,30 11 275 762 18,31

659 100,00 61 591 087 100,00 1 516 100,00 61 591 087 100,00

Public/non-public unitholders
Non-public unitholders 7 1,06 10 638 553 17,27 8 0,53 10 380 592 16,85
Directors and associates of company holdings 5 0,76 993 862 1,61 6 0,39 734 017 1,19
Strategic Holdings (more than 10%) 1 0,15 9 513 012 15,45 1 0,07 9 513 012 15,44
Manco holdings 1 0,15 131 679 0,21 1 0,07 133 563 0,22
Public unitholders 652 98,94 50 952 534 82,73 1 508 99,47 51 210 495 83,15

659 100,00 61 591 087 100,00 1 516 100,00 61 591 087 100,00

Beneficial unitholders holding 5% or more
Nobuntu Investments II (Pty) Limited 9 513 012 15,45
Coronation Fund Managers 7 612 274 12,36
STANLIB 5 826 722 9,46
Nobuntu Investments (Pty) Limited 5 000 000 8,12
Old Mutual 3 414 193 5,54
Rand Mutual Assurance Company 3 223 652 5,23

Total 34 589 853 56,16

Beneficial unitholders holding 3% or more
Nobuntu Investments II (Pty) Limited 9 513 012 15,44
Old Mutual 8 370 096 13,59
Investec 5 738 261 9,32
Transnet Pension Fund 3 810 879 6,19
Metope Investments Holdings (Pty) Limited 3 494 760 5,67
Metropolitan 3 374 266 5,48
Total 34 301 274 55,69
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Shareholders’ diary

Event Date

Financial year-end 30 June

Annual general meeting 30 October 2009

Announcement of interim results (published and posted) February

Announcement of annual results (published) August

Annual report posted to unitholders September

Distribution timetable Date

Distribution No. 7 for the year ended 30 June 2009

Declaration date 19 August 2009

Last date to trade cum interest 4 September 2009

Linked units will trade ex interest 7 September 2009

Record date 11 September 2009

Payment date of interest distribution 14 September 2009

Distribution No. 8 for the 6 months ending 31 December 2009

(Expected dates)  

Declaration date 17 February 2010

Last date to trade cum interest 5 March 2010

Linked units will trade ex interest 8 March 2010

Record date 12 March 2010

Payment date of interest distribution 15 March 2010
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Notice of annual general meeting of shareholders

Hospitality Property Fund Limited
(Incorporated in the Republic of South Africa)
(Registration number: 2005/014211/06)

Share code for A-linked units: HPA
ISIN for A-linked units: ZAE000076790
Share code of B-linked units: HPB
ISIN for B-linked units: ZAE000076808
('Hospitality' or 'the company')

Notice is hereby given that the fifth annual general meeting of shareholders of Hospitality Property Fund Limited will be held 
at Crowne Plaza Johannesburg – The Rosebank, corner Tyrwhitt and Sturdee Avenues, Rosebank on Friday, 30 October 2009 
at 10:00 to conduct the following business:

Ordinary Business
1.	� To receive and consider the annual financial statements of the company and the Group for the year ended 30 June 2009 

together with the reports of the directors and auditors thereon.

2.	� To re-elect the following directors, who in terms of the company’s Articles of Association retire by rotation, and being 
eligible, offer themselves for re-election:

	K  H Abdul-Karrim
	 BCompt (University of the Witwatersrand)
	 PDM-PPA (University of the Witwatersrand)
	 MBA (Bond University)

	� Mr Abdul-Karrim initially trained as an accountant and spent the earlier part of his career in accounting and finance, fulfilling 
the role of chief financial officer for two global companies in the service environment. He then embarked on postgraduate 
studies completing the PDM-Public Policy Department and Administration at the University of the Witwatersrand in 1996 
and went on to obtain an MBA from Bond University in Australia during 1998. Mr Abdul-Karrim is an ex director of 
Strategic Marketing at Southern Sun and is currently working as an independent consultant focusing on the hotel industry.

	� Mr Abdul-Karrim holds the position of managing director at Pam Golding Tourism & Hospitality Consulting (Pty) Limited 
and was also recently appointed a Non-executive director of Quantum Property Group Limited.

	B  M Madumise
	 BProc (University of the Witwatersrand)
	 LLB (University of the Witwatersrand)
	 MBA (Bond University)
	 Graduate Diploma in International Trade Law (University of the Witwatersrand)
 
	� Ms Madumise is an admitted Advocate of the High Court of South Africa. She has had a varied professional life, and serves 

on various boards, amongst others Randgold and Exploration Company Limited and South African Nuclear Corporation 
('NECSA'). Ms Madumise is the Non-executive Chairman of the National Arts Council and Bayport Financial Services. She 
is currently also the Executive Chairman of Khomelela Investments (Pty) Limited, a black women owned and managed 
investment company.

	G  A Nelson
	 BSc Building (University of the Witwatersrand)

	� Mr Nelson has extensive experience in property related activities with specific expertise in development, asset management 
and investment relating to both listed and directly held property vehicles.
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	� Mr Nelson obtained a BSc (Building) degree from the University of the Witwatersrand in 1977. He commenced his career in 
the construction industry, later moving into project management as a partner in a firm of specialist project managers. Following 
this, he spent five years with Old Mutual Properties as development manager, joining UAL Merchant Bank in 1995, where he 
was responsible for property development on behalf of the bank, Sycom and Newport Property Fund. Mr Nelson is currently a 
non-executive director and a past Managing Director of Sycom Property Fund Managers Limited, the management company of 
Sycom. Mr Nelson is also a past chairman of the Association of Property Unit Trust Management Companies.

3.	� To authorise the directors and specifically the audit committee to determine the remuneration of the auditors for the year 
ended 30 June 2009.

4.	� To approve the non-executive directors’ fees payable for the period 1 July 2009 to 30 June 2010. It is proposed that the 
following fees be paid:

Chairman
Rand

Member
Rand

Director (per annum) 160 380 128 304

Audit committee (per annum) 40 500 32 400

BEE committee (per annum) 16 200 12 960

Investment committee (per meeting) 7 425 5 940

Manco internalisation committee (per meeting) 7 425 5 940
		
	� The above fees represented an 8% increase to prior year. 

5.	� To approve the reappointment of KPMG Inc. as auditor of the company, and Ms L J Wormald as the individual designated 
auditor until the next annual general meeting. The audit committee is of the opinion that KPMG Inc. is independent of the 
company and nominates their reappointment.

6.	� To consider and, if deemed fit, to pass with or without modification, the following special and ordinary resolutions set out 
below:

	 6.1	Special resolution number 1: Repurchase of shares
		�  “Resolved that the directors be authorised by way of a general authority to approve the repurchase by the company 

or its subsidiary, of its “A” and “B” shares, upon such terms and conditions and in such amounts that the directors of 
the company may from time to time determine, subject to the company’s Articles of Association, the JSE Limited ('JSE') 
Listings Requirements and the Companies Act, 61 of 1973, as amended ('Companies Act'), and on the following basis: 

		  a)	� each repurchase of “A” or “B” shares must be effected through the main order book operated by the JSE trading 
system and done without any prior understanding or arrangement between the company and the counterparty 
(reported trades are prohibited); 

		  b)	� the number of “A” and “B” shares respectively which may be acquired pursuant to this authority in any financial year 
may not in the aggregate exceed 20% of the company’s share capital of the relevant class from the date of the grant 
of this general authority; 

		  c)	� repurchases may not be made at a price greater than 10% above the weighted average of the respective market 
values of the “A” and the “B”-linked units for the five business days immediately preceding the date on which the 
repurchase is effected; [5.72(d)]

		  d)	� repurchases may not take place during a prohibited period as defined in the JSE Listings Requirements unless the 
company has in place a repurchase programme where the dates and quantities of securities to be traded are fixed 
(not subject to any variation) and full details of the programme have been disclosed in an announcement over SENS 
prior to the commencement of the prohibited period; 
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Notice of annual general meeting of shareholders
continued

		  e)	� the company shall release an announcement on SENS and in the press, as soon as it has, on a cumulative basis 
repurchased “A” or “B” shares, as the case may be, which constitute 3% of the initial number of shares of such class 
in issue (at the time that authority from shareholders for the repurchase was granted), and for each 3% in aggregate 
of the initial number of such class of shares repurchased thereafter;

		  f)	� this general authority shall be valid until the next annual general meeting of the company, provided that it shall not 
extend beyond 15 months from the date of passing of this special resolution;

		  g)	� at any point in time, the company may only appoint one agent to effect any repurchases on the company’s behalf;
		  h)	� after such repurchases, the company will still comply with the JSE Listings Requirements concerning shareholder 

spread requirements; and

		�  The directors of the company undertake that they will not effect a general repurchase of shares as contemplated above 
unless the following conditions are met: 

		  1)	� the company and the group are in a position to repay their debt in the ordinary course of business for a period of  
12 months after the date of the general repurchase;

		  2)	� the consolidated assets of the company and the group, being fairly valued in accordance with International Financial 
Reporting Standards, are in excess of the consolidated liabilities of the company and the group for a period of  
12 months after the date of the general repurchase;

		  3)	� the share capital and reserves of the company and the group is adequate for a period of 12 months following the date 
of the general repurchase;

		  4)	� the available working capital of the company and the group will be adequate for ordinary business purposes for a 
period of 12 months after the date of the general repurchase; and 

		  5)	� upon entering the market to proceed with the repurchase, the sponsor has confirmed the adequacy of the company’s 
working capital for purposes of undertaking a repurchase of shares in writing to the JSE.” 

		R  eason for and effect of special resolution number 1:
		�  The reason for and effect of special resolution number one is to enable the directors to approve the repurchase by the 

company of the company’s “A” shares and “B” shares as part of the purchase of its “A”-linked units and “B”-linked units, 
on the terms set out above. 

		S  tatement of board’s intention: 
		�  Although there is no immediate intention to effect a repurchase of linked units of the company, the directors would 

utilise the general authority to repurchase shares as and when suitable opportunities present themselves which are 
opportunities that may require immediate action.

		O  ther disclosures in accordance with section 11.26 of the JSE Listings Requirements
		�  The following additional information, some of which may appear elsewhere in the annual report of which this notice 

forms part, is provided in terms of the JSE Listings Requirements for purposes of this general authority:
		  •	 Directors – page 24
		  •	 Major beneficial linked unit holders – page 76
		  •	 Directors’ interests in linked units – page 42
		  •	 Share and debenture capital of the company – page 56

		M  aterial change statement [11.26(b)(iii)]
		�  Other than the facts and developments reported on in the annual report of which this notice forms part, there have 

been no material changes in affairs or the financial position of the company or that of its subsidiaries since the date of 
signature of the audited annual financial statements and the date of this notice.

		D  irectors’ responsibility statement 
		�  The directors, whose names appear on page 24 of the annual report collectively and individually accept full responsibility 

for the accuracy of the information given and certify that to the best of their knowledge and belief there are no facts that 
have been omitted which would make any statement false or misleading, and that all reasonable enquiries to ascertain 
such facts have been made and that the special resolution contains all information required by law and the JSE Listings 
Requirements.
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		L  itigation statement 
		�  In terms of section 11.26 of the JSE Listings Requirements, the directors whose names appear on page 24 of the annual 

report of which this notice forms part, are not aware of any legal or arbitration proceedings, including any proceedings 
that are pending or threatened, that may have or have had in the recent past, being at least the previous 12 months, a 
material effect on the company’s financial position.

	 6.2	Ordinary resolution number 1: Control of authorised but unissued shares
		�  “Resolved that the unissued “A” shares and “B” shares in the authorised but unissued share capital of the company be 

and are hereby placed under the control of the directors of the company to allot, issue and otherwise dispose of such 
shares subject to the Companies Act, the company’s memorandum and Articles of Association and the JSE Listings 
Requirements, to such person(s) and upon such terms and conditions as the directors may determine:

		  •	� as the consideration for the acquisition by the company or any of its subsidiaries of immovable property, or for shares 
in and/or loan accounts against companies owning immovable property;

		  •	� provided that the directors are not authorised to issue more “A” shares and “B” shares than such number of “A” shares 
and “B” shares that constitute 5% of the number of “A” shares and “B” shares in the company’s issued share capital 
as at the date of the passing of this resolution (the determination of which, shall exclude any specific issue of shares 
approved by shareholders) and provided that each “A” share shall be linked to one “A” debenture and that each 
“B” share shall be linked to one “B” debenture, such authority to expire at the next annual general meeting of the 
company.”

	 6.3	Ordinary resolution number 2:  Specific authority number 1 for the control of authorised but unissued shares
		�  Hospitality intends to undertake a capital raising during the first quarter of 2010 by way of a rights offer to fund various 

acquisitions currently under negotiation ('the rights offer') and which are expected to be concluded over the course of 
the next 18 months.  A specific authority placing the authorised but unissued shares in the capital of the company under 
the control of the directors is required in order to implement the proposed rights offer.  The proposed value of the rights 
offer will be a maximum of R600 million.

		�  Although the market will be continually monitored leading up to the intended rights offer, funds are to be raised 
primarily through a rights offer rather than other forms of capital raising or increased debt facilities for the following 
reasons:

		  •	 in the current environment, the banks are following a limited lending policy;
		  •	 the yield on equity is presently lower than the cost of debt;
		  •	 there appears to be demand for additional HPA and HPB linked units in the market place;
		  •	� the rights offer will allow all unitholders to subscribe for additional units and is therefore a more equitable manner 

of raising capital than a private placement; and
		  •	 additional linked units floated in the market place are likely to enhance liquidity.

		�  The requisite resolution to give effect to the specific authority for the authorised but unissued shares to be placed under 
the directors control in order to implement the rights offer to a value not exceeding R600 million is set out below:

		�  “Resolved that a sufficient number of the unissued “A” shares and “B” shares in the authorised but unissued capital 
of the company be and are hereby placed under the control of the directors of the company to allot and issue such 
shares, subject to the Companies Act, the company’s memorandum and articles of association and the JSE Listings 
Requirements, to such person(s) and upon such terms and conditions as the directors may determine for the specific 
purpose of a rights offer to be undertaken by the company, the value of which will not exceed R600 million and 
provided that:

		  •	� each “A” share shall be linked to one “A” debenture and that each “B” share shall be linked to one “B” debenture; 
and

		  •	� this authority shall expire at the earlier of the next annual general meeting of the company or the conclusion of the 
rights offer.”
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Notice of annual general meeting of shareholders
continued

	 6.4	Ordinary resolution number 3:  Specific authority number 2 for the control of authorised but unissued shares
		�  Hospitality has advised unitholders in an announcement published on SENS that it is currently in negotiations to 

acquire a 4-star hotel located in Durban for a maximum purchase consideration of R111 million ('the consideration') 
('the acquisition').

		�  Subject to successful negotiations being concluded, Hospitality intends to settle the consideration for the hotel by 
allotting, issuing or otherwise disposing of such number of unissued shares in the authorised capital of the company as 
would satisfy the consideration.  Consequently the following ordinary resolution is proposed:

		�  “Resolved that a sufficient number of the unissued “A” shares and “B” shares in the authorised but unissued capital 
of the company be and are hereby placed under the control of the directors of the company to allot and issue such 
shares subject to the Companies Act, the company’s memorandum and articles of association and the JSE Listings 
Requirements, to such person(s) and upon such terms and conditions as the directors may determine for the specific 
purpose settling the purchase consideration of R111 million for the acquisition, provided that:

		  •	� each “A” share shall be linked to one “A” debenture and that each “B” share shall be linked to one “B” debenture; 
and

		  •	 this authority shall expire on the conclusion of the acquisition or the abandonment thereof, whichever comes first.”

	 6.5	Ordinary resolution number 4: Signature of documentation
		�  “Resolved that any director of the company or the company secretary be and is hereby authorised on behalf of the 

company to sign any documents and do all such things as may be necessary in order to give effect to the above 
resolutions.”

7.	 To transact any other business as may be transacted at an annual general meeting.

Voting and proxies
A shareholder entitled to attend and vote at the annual meeting is entitled to appoint a proxy or proxies to attend, speak and 
vote in his/her stead. A proxy need not be a shareholder of the company. For the convenience of registered shareholders of the 
company, a form of proxy is enclosed herewith.

The attached form of proxy is only to be completed by those shareholders who are:
•  holding shares in certificated form; or
•  recorded on sub-register in dematerialised electronic form with “own name” registration.

All other beneficial shareholders who have dematerialised their ordinary shares through a Central Securities Depository 
Participant ('CSDP') or broker and wish to attend the annual general meeting, must instruct their CSDP or broker to provide 
them with the necessary Letter of Representation, or they must provide the CSDP or broker with their voting instructions in 
terms of the relevant custody agreement entered into between them and the CSDP or broker. These shareholders must not use 
a form of proxy.

The transfer secretaries of the company, namely Computershare Investor Services (Pty) Limited, must receive forms of proxy 
by no later than 10:00 on Wednesday, 28 October 2009. Any shareholder who completes and lodges a form of proxy will 
nevertheless be entitled to attend and vote in person at the annual general meeting should the shareholder decide to do so.

By order of the board

Hospitality Property Fund Managers (Pty) Limited
Secretaries

19 August 2009  
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Form of proxy

Hospitality Property Fund Limited
(Incorporated in the Republic of South Africa)
(Registration number: 2005/014211/06)
Share code for A-linked units: HPA
ISIN for A-linked units: ZAE000076790
Share code of B-linked units: HPB
ISIN for B-linked units: ZAE000076808
(‘Hospitality’ or ‘the company’)

THIS FORM OF PROXY IS ONLY FOR USE BY:
•  registered shareholders who have not yet dematerialised their Hospitality linked units;
•  �registered shareholders who have already dematerialised their Hospitality linked units and which units are registered in 

their own names in the fund’s sub-register.

For completion by the aforesaid registered shareholders of Hospitality who are unable to attend the 2009 annual general 
meeting of the company to be held Crowne Plaza Johannesburg – The Rosebank, Cnr Tyrwhitt and Sturdee Avenues, Rosebank, 
on Friday, 30 October 2009 at 10:00 (“the annual general meeting”).

I/We (name/s in block letters)

of (address)

being the registered holder/s of	 A-linked units/	 B-linked units in Hospitality, hereby appoint

1. � or failing him/her

2. � or failing him/her

3.	� the chairman of the annual general meeting, as my/our proxy to attend, speak and vote for me/us on my/our behalf or to 
abstain from voting at the annual general meeting of the company and at any adjournment thereof, as follows:

Ordinary business For Against Abstain

1. Adoption of 2009 annual financial statements

2. Retiring directors:

2.1 Re-election of Mr K H Abdul-Karrim

2.2 Re-election of Ms B M Madumise

2.3 Re-election of Mr G A Nelson

3. Auditor’s remuneration

4. To approve the non-executive directors’ fees for 2010

5. Reappointment of KPMG Inc. as auditors

6. Resolutions

6.1 Special resolution number 1: repurchase of shares

6.2 Ordinary resolution number 1: control of authorised but unissued shares

6.3 Ordinary resolution number 2: specific authority number 1 for the control  
of authorised but unissued shares

6.4 Ordinary resolution number 3: specific authority number 2 for the control  
of authorised but unissued shares

6.5 Ordinary resolution number 4: signature of documentation
	

Signed at          			    on       	     2009

Signature(s)

Assisted by (where applicable)

Please read notes overleaf.
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Notes to the form of proxy

	 1.	� Only shareholders who are registered in the register of the company under their own name may complete a form of 
proxy or attend the general meeting. This includes shareholders who have not dematerialised their shares or who have 
dematerialised their shares with “own name” registration. A proxy need not be a shareholder of the company.

	 2.	� Dematerialised shareholders who have not elected “own name” registration in the register of the company through a 
Central Securities Depository Participant (“CSDP”) and who wish to attend the annual general meeting, must instruct 
the CSDP or broker to provide them with the necessary authority to attend.

	 3.	� Dematerialised shareholders who have not elected “own name” registration in the register of the company through a 
CSDP and who are unable to attend, but wish to vote at the annual general meeting, must timeously provide their CSDP 
or broker with their voting instructions in terms of the custody agreement entered into between that shareholder and the 
CSDP or broker.

	 4.	� The completion and lodging of this form will not preclude the relevant shareholder from attending the annual general 
meeting and speaking and voting in person thereat to the exclusion of any proxy appointed, should such shareholder 
wish to do so.

	 5.	� Any alteration or correction made to this form of proxy must be initialled by the signatory/ies.

	 6.	� Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity 
must be attached to this form unless previously recorded by the transfer secretaries of the company or waived by the 
chairman of the annual general meeting.

	 7.	� A minor must be assisted by his/her parent/guardian unless the relevant documents establishing his/her legal capacity 
are produced or have been registered by the transfer secretaries.

	 8.	� A company or any other body corporate wishing to vote on a show of hands should ensure that the resolution required 
by section 188 of the Companies Act, to authorise a representative to vote, is passed by its directors or governing body. 
Resolutions authorising representatives in terms of section 188 of the Companies Act must be received by the company’s 
transfer secretaries no later than 48 hours (excluding Saturdays, Sundays and public holidays) prior to the time fixed for 
this meeting.

	 9.	� Where there are joint shareholders of shares any one of such persons may vote at any meeting in respect of such shares 
as if he were solely entitled thereto; but if more than one of such joint holders be present or represented at the meeting, 
that one of the said persons whose name appears first in the register of shareholders of such shares or his proxy, as the 
case may be shall alone be entitled to vote in respect thereof.

	10.	� On a show of hands, every shareholder of the company present in person or represented by proxy shall have one vote 
only. On a poll a shareholder who is present in person or represented by a proxy shall be entitled to that proportion of 
the total votes in the company which the aggregate amount of the nominal value of the shares held by him bears to the 
aggregate amount of the nominal value of all the shares issued by the company.

	11.	� The chairman of the meeting may reject or accept any proxy which is completed and /or received other than in 
accordance with the instructions, provided that he shall not accept a proxy unless he is satisfied as to the matter in 
which a shareholder wishes to vote.

	12.	� This form of proxy must be lodged or posted or faxed to the transfer secretaries, Computershare Investor Services  
(Pty) Limited, at 70 Marshall Street, Johannesburg or P O Box 61051, Marshalltown, 2107 or faxed to +27 11 688 5238 
no later than 10:00 on Wednesday, 28 October 2009.

Three (3) shareholders personally present (or if the shareholder is a body corporate the body corporate must be represented) 
and entitled to vote shall be a quorum for the annual general meeting.
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Notice of a general meeting of debenture holders

Hospitality Property Fund Limited
(Incorporated in the Republic of South Africa)
(Registration number: 2005/014211/06)

Share code for A linked units: HPA
ISIN for A linked units: ZAE000076790
Share code of B linked units: HPB
ISIN for B linked units: ZAE000076808
('Hospitality' or 'the company')

Notice is hereby given that a general meeting of debenture holders of Hospitality Property Fund Limited will be held at Crowne 
Plaza Johannesburg – The Rosebank, corner Tyrwhitt and Sturdee Avenues, Rosebank on Friday, 30 October 2009 at 11:00 or 
on conclusion of the annual general meeting of shareholders (commencing at 10:00) to conduct the following business, with 
or without modification:

Amendment of debenture trust deed

Introduction
Debenture holders are advised that in terms of new financial accounting principles brought into effect by the International 
Financial Reporting Standards ('IFRS'), Hospitality is required to expense any transaction costs incurred on any acquisition of 
property, business operation or shares and claims in a company (as opposed to capitalising these costs).

The revised accounting treatment will have no impact on the debenture interest payments in respect of A-linked units, due 
to the fixed distribution structure applicable to A-debentures, whereby the A-linked unitholders hold a preferential claim to 
earnings with capped growth. The debenture interest payment to B-linked unitholders, who receive the balance of the earnings 
in respect of the B-debentures, will, however, be adversely affected, as the distribution calculation presently does not allow 
for transaction costs so expensed to be disregarded for the purposes of the calculation.

In order for the distribution calculation to be unaffected by IFRS in its new form, or the future introduction of any revised 
accounting treatment brought into effect by IFRS, it is proposed that the definition of “net income” as contained in the 
First Supplemental Debenture Trust Deed to the Principal Debenture Trust Deed, with reference to which the distribution 
calculation is made, be expanded as per special resolutions number 1 and 2.

1.	S pecial resolution number 1: Amendment of debenture trust deed
	� “Resolved that the definition of “net income” as contained in the First Supplemental Debenture Trust Deed be expanded 

by inserting a new clause as follows:
	 1.12.6	�adding back any transaction costs incurred and expensed on any acquisition of property, a business operation or 

the shares and claims in a company, which, in the opinion of the directors, following recommendation by the audit 
committee, should not affect the distribution calculation.”

2.	S pecial resolution number 2: Amendment of debenture trust deed
	� “Resolved that the definition of “net income” as contained in the First Supplemental Debenture Trust Deed be expanded 

by inserting a new clause as follows:
	 1.12.7	�excluding any IFRS accounting standard change subsequent to 1 July 2009 which requires an amount to be brought 

to account and which in the opinion of the directors, following recommendation by the audit committee, should 
not affect the distribution calculation."

	�R eason for and effect of special resolutions number 1 and 2:
	� The reason for and effect of special resolutions number 1 and 2 is to enable the amendment of the definition of “net 

income” in the First Supplemental Debenture Trust Deed to the Principal Debenture Trust Deed entered into between 
Hospitality Property Fund Limited and the Trustee, Edward Nathan Sonnenberg Inc. (the successor in practice to Edward 
Nathan (Pty) Limited) for distribution calculation purposes, so that the debenture interest payments received by B-linked 
unitholders will remain unaffected by the recent and any future introduction of revised accounting treatment(s) by IFRS.
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3.	O rdinary resolution number 1:  Authority to act
	� “Resolved that any director of the company or its company secretary be and is hereby authorised on behalf of the company 

to sign any documents and do all such things as may be necessary in order to give effect to the above resolution.”

Voting and proxies
A debenture holder entitled to attend and vote at the general meeting is entitled to appoint a proxy or proxies to attend, speak 
and vote in his/her stead. A proxy need not be a debenture holder of the company. For the convenience of registered debenture 
holders of the company, a form of proxy is enclosed herewith.

The attached form of proxy is only to be completed by those debenture holders who are:
•	 holding A or B linked units in certificated form; or
•	 recorded on sub-register in dematerialised electronic form with “own name” registration.

All other debenture holders who have dematerialised their linked units through a Central Securities Depository Participant 
('CSDP') or broker and wish to attend the general meeting, must instruct their CSDP or broker to provide them with the 
necessary Letter of Representation, or they must provide the CSDP or broker with their voting instructions in terms of the 
relevant custody agreement entered into between them and the CSDP or broker. These debenture holders must not use a form 
of proxy.

The transfer secretaries of the company, namely Computershare Investor Services (Pty) Limited, must receive forms of proxy 
by no later than 10:00 on Wednesday, 28 October 2009. Any debenture holder who is entitled to complete and lodge a form 
of proxy and so completes and lodges a proxy form will nevertheless be entitled to attend and vote in person at the general 
meeting should the debenture holder decide to do so.

By order of the board

Hospitality Property Fund Managers (Pty) Limited
Secretaries

19 August 2009
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Proxy form for debenture holders

Hospitality Property Fund Limited
 (Incorporated in the Republic of South Africa)
(Registration number:  2005/014211/06)
Share code for A linked units:  HPA
ISIN for A linked units: ZAE000076790
Share code of B linked units: HPB
ISIN for B linked units: ZAE000076808
('Hospitality' or 'the company')

THIS FORM OF PROXY IS ONLY FOR USE BY:
•  registered debenture holders who have not yet dematerialised their Hospitality linked units;
•  �registered debenture holders who have already dematerialised their Hospitality linked units and which units are 

registered in their own names in the company’s sub-register.

For completion by the aforesaid registered debenture holders of Hospitality who are unable to attend the general meeting of 
debenture holders of the company to be held at Crowne Plaza Johannesburg – The Rosebank, Cnr Tyrwhitt & Sturdee Avenues, 
Rosebank, on Friday, 30 October 2009, at 11:00 or on conclusion of the annual general meeting of shareholders (commencing 
at 10:00) (“the general meeting”).

I/We (name/s in block letters)

of (address)

being the registered holder/s of	 A-linked units/	 B-linked units in Hospitality, hereby appoint

1. � or failing him/her

2. � or failing him/her

3.	� the chairman of the general meeting, as my/our proxy to attend, speak and vote for me/us on my/our behalf or to abstain 
from voting at the general meeting of the debenture holders and at any adjournment thereof, as follows:

Business For Against Abstain

1. Special resolution number 1: amendment to definition of “net income” in the 
First Supplemental Debenture Trust Deed.

2. Special resolution number 2: amendment to definition of “net income” in the 
First Supplemental Debenture Trust Deed.

3. Ordinary resolution number 1: authority to act.
	

Signed at          			    on       	     2009

Signature(s)

Assisted by (where applicable)

Please read notes overleaf.
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Notes to the form of proxy

	 1.	� Only debenture holders who have not dematerialised their linked units or who have dematerialised their linked units 
with “own name” registration may complete a form of proxy or attend the general meeting. A proxy need not be a 
debenture holder of the company.

	 2.	� Dematerialised debenture holders who have not elected “own name” registration in the register of the company through 
a Central Securities Depository Participant ('CSDP'), and who wish to attend the general meeting, must instruct the 
CSDP or broker to provide them with the necessary Letter of Representation.

	 3.	� Dematerialised debenture holders who have not elected “own name” registration in the register of the company through 
a CSDP and who are unable to attend, but wish to vote at the general meeting, must timeously provide their CSDP or 
broker with their voting instructions in terms of the custody agreement entered into between that debenture holder and 
the CSDP or broker.

	 4.	� The completion and lodging of this form will not preclude a debenture holder referred to in paragraph 1 from attending 
the general meeting and speaking and voting in person thereat to the exclusion of any proxy appointed, should such 
debenture holder wish to do so.

	 5.	 Any alteration or correction made to this form of proxy must be initialled by the signatory/ies.

	 6.	� Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity 
must be attached to this form unless previously recorded by the transfer secretaries of the company or waived by the 
Chairman of the general meeting.

	 7.	� A minor must be assisted by his/her parent/guardian unless the relevant documents establishing his/her legal capacity 
are produced or have been registered by the transfer secretaries.

	 8.	� A company or any other body corporate wishing to vote on a show of hands should ensure that the resolution required 
by section 188 of the Companies Act (Act 61 of 1973), as amended ('the Act') to authorise a representative to vote, is 
passed by its directors or governing body. Resolutions authorising representatives in terms of section 188 of the Act must 
be received by the company’s transfer secretaries by no later than 48 hours (excluding Saturdays, Sundays and public 
holidays) prior to the time fixed for this meeting.

	 9.	� Where there are joint holders of debentures any one of such persons may vote at any meeting in respect of such 
debentures as if he were solely entitled thereto; but if more than one of such joint holders be present or represented 
at the meeting, that one of the said persons whose name appears first in the register of debenture holders of such 
debentures or his proxy, as the case may be shall alone be entitled to vote in respect thereof.

	10.	� On a show of hands, every debenture holder of the company present in person or as a representative of a company 
or other body corporate shall have one vote only. On a poll a debenture holder who is present in person or as a 
representative of a company or body corporate or by proxy shall be entitled to one vote for each debenture of which he 
is the registered holder or representative. 

	11.	� The Chairman of the meeting may reject or accept any proxy which is completed and /or received other than in 
accordance with the instructions, provided that he shall not accept a proxy unless he is satisfied as to the manner in 
which a debenture holders wishes to vote.

	12.	� This form of proxy must be lodged or posted or faxed to the transfer secretaries, Computershare Investor Services  
(Pty) Limited, at 70 Marshall Street, Johannesburg or P O Box 61051, Marshalltown, 2107 or faxed to +2711 688 5238 
by no later than 10:00 on Wednesday, 28 October 2009.

Debenture holders of each class of debentures holding not less than of 25% of the debentures of the relevant class issued at 
the time present in person or by proxy shall constitute a quorum for the general meeting.
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Management and administration

1.	FUND  AND ASSET MANAGER 
	 Hospitality Property Fund Managers (Pty) Limited (Hospitality Manco)
	 A specialist asset management team with commensurate skills administers and manages the Fund through Hospitality 

Manco. The asset management team comprises specialists in the hospitality and property industries and have an abundance 
of experience in all facets of the sectors.

	 Non-performance clauses are in place for variable and C-Corp lease agreements and underlying contractual management 
arrangements. As a result, the asset managers are sufficiently empowered to monitor performance and ensure that 
corrective action is taken when required. The lease agreements allow for rental deposits and cancellation in the event of 
non-payment. 

	 Approximately 50% of the fund's revenue is based on fixed leases with operators while an estimated 44% of the fund’s 
revenue is derived through C-Corp lease agreements. The underlying management contracts for these leases allow for the 
approval of budgets, capital expenditure, senior management appointments and policies. In addition, the management 
fees payable to the management companies engaged in operating the hotels are highly incentive-based and allow for 
cancellation in the event of underperformance. The remaining 6% of the fund’s revenue is earned from variable lease 
agreements.

	 Analysis of shareholders
	 The shareholders of Hospitality Manco are Grapnel Property Asset Managers (Pty) Limited (Grapnel) (52%) and Hotel 

Tourism and Leisure Asset Management (Pty) Limited (HTLAM) (48%).

	D irectors and officers
	 The executive directors of Hospitality Manco are Messrs Y Aminzadeh and G A Nelson.

	T erms of the contract 
	 Salient features of the Hospitality Manco agreement:
	 The period of the Hospitality Manco appointment shall be an indefinite period, terminable by Hospitality or Hospitality 

Manco on six years’ written notice.  Notwithstanding this, Hospitality may give six months’ written notice of termination 
provided, however, that it compensates Hospitality Manco for such early termination and that the appointment may not be 
terminated within the first six years. However, in accordance with the Listings Requirements, the linked unitholders may 
at any time pass an ordinary resolution requiring Hospitality to terminate the Hospitality Manco agreement. If Hospitality 
terminates the Hospitality Manco agreement other than due to a material breach by Hospitality Manco, Hospitality shall 
pay to Hospitality Manco compensation based on the value of Hospitality Manco to be calculated as follows:

	 •	� Hospitality Manco’s cash flow from operations (excluding brokerage fees and listing expenses paid to Hospitality Manco 
on the listing of Hospitality on the JSE and management fees paid to the shareholders of Hospitality Manco) for the 
previous 12 months escalated by CPI (for the previous 12 months) for a period of six years, discounted by the average 
yield of the fund over the previous 12 months which cash flow from operations for each financial year is calculated as 
the profit before taxation for Hospitality Manco adjusted for non-cash flow items and changes to working capital less 
taxation paid; plus

	 •	� the reasonably anticipated costs to Hospitality Manco in terminating ongoing contracts for staff, premises, equipment 
and any other similar contractual costs and the amount owing in respect of shareholders’ loans.

	 Hospitality has an option to purchase the shares and claims in Hospitality Manco after three years based on the value of 
Hospitality Manco which would be calculated using the above calculation.  Hospitality Manco shareholders have a put 
option to the Fund in the event that Hospitality disposes of a material portion (greater than 50% by value) of its portfolio on 
the same basis.
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Management and administration
continued

	S cope of the asset manager’s duties
	 Hospitality Manco manages the Fund and the Hospitality property portfolio on behalf of the Fund, including the fund 

management, asset management, general management, administrative and secretarial work, including, but not limited to 
all acquisitions, development and disposals of the properties including negotiations and finalisation of the agreements. 
The appointment, removal and replacement of property managers.  The formulation of investment management and letting 
strategies and management systems and the payment of all distributions and dividends to linked unitholders. Further to this, 
in terms of the Hospitality Manco agreement, Hospitality Manco may not provide any of the abovementioned services to 
any third party during the currency of the Manco agreement, without the prior written consent of Hospitality.

	R emuneration in terms of the agreement
	 Hospitality Manco is remunerated as follows: 
	 •	� a monthly fee equivalent to 1/12th of 1% of the monthly aggregate of the average daily closing price of the linked units 

on the JSE, multiplied by the number of linked units in issue plus 1/12th of 1% of the monthly aggregate of the loans 
contracted by the Fund;

	 •	 a fee equivalent to 2% of the acquisition price of any property or linked units or shares in an acquired company; and
	 •	 a development fee of 2% of the total development costs on any developments or refurbishments.

2.	TEN ANTS
	 C-CORP LEASES
	 Majormatic 194 (Pty) Limited (C-Corp) is a hotel operating company which leases hotels exclusively from the Fund.  C-Corp 

lease agreements comprise approximately 50% fixed lease rental, with the remainder being variable rental equivalent to 
90% of the hotels’ earnings before interest, tax, depreciation and amortisation (EBITDA) after deducting the fixed lease 
portion. 

	 The shareholders of C-Corp are Grapnel (52%) and HTLAM (48%).

	 C-Corp has appointed the following companies to manage the hotels on its behalf:

	P rotea Hotels 
	 Protea Hotels is the largest hotel group in Africa with the most extensive network – over 100 fine hospitality establishments in 

nine countries on the African continent. The company was founded in 1984 and has grown its portfolio and brands since. In 
April 2009 a consortium represented by Investec Private Equity, Protea 	BBBEE partners and management purchased the 
company’s equity back from Australian-based Stella Group. This transaction resulted in the hospitality group reverting to 
being a 100% wholly owned South African subsidiary.

	 Protea Hotels manages the Protea Marine Port Elizabeth, Protea Richards Bay and Protea Victoria Junction for the Fund.

	 Hospitality Hotel Management Company (HHMC)
	 HHMC was set up upon the listing of the Fund to manage The Rosebank Hotel as it was to undergo substantial repositioning. 

It is pleasing to report that The Rosebank Hotel has since shown exceptional performance.  Advantage was taken of the 
opportunity presented in other properties in the Fund to appoint HHMC as managers of these hotels.

	 HHMC manages Crowne Plaza Jhb – The Rosebank, Holiday Inn Sandton – Rivonia Road, The Mount Grace Country 
House & Spa, Protea Hotel – The Winkler, Protea Hotel – The Richards, Protea Hotel Hazyview, Protea Hotel Imperial,  
The Bayshore Inn, Protea Hotel  Hluhluwe & Safaris is transferred to the Fund. 
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	 HHMC is owned by Grapnel (58%) and HTLAM (42%). The management team has substantial supporting skills acquired in 
areas such as sales and marketing, finance, information technology, engineering and analyses. 

	 VARIABLE LEASES
	 City Lodge Hotels
	 The JSE listed City Lodge Hotels Limited (‘City Lodge’) is one of South Africa’s leading hotel groups, with 42 hotels under 

management, predominantly in the limited service segment. The group’s hotel brands include Road Lodge, Town Lodge, 
City Lodge and Courtyard. Hospitality co-owns five Courtyard properties in its portfolio with City Lodge. The Courtyards 
in Arcadia, Cape Town and Eastgate are fully owned by Hospitality and City Lodge, whilst the Rosebank and Sandton 
Courtyards are majority owned through a sectional title scheme.

	 FIXED LEASES 
	T he Rezidor Hotel Group
	 The Rezidor Hotel Group is listed on the Brussels stock exchange and is one of Europe’s leading hotel management 

companies. The group manages and franchises under the Radisson Blu, Park Inn, Regent, Country Inn and Hotel Missoni 
brands. 

	 The Fund’s tenant at the Radisson Hotel Waterfront and the Park Inn Greenmarket Square, Queensgate Holdings (and 
subsidiaries), have entered into a management agreements in respect of the properties with the Rezidor Hotel Group.

	P remier Hotels & Resorts International
	 The King David Hotel in East London is managed by Premier Hotels & Resorts International on behalf of the tenant, which 

manages eight hotels in South Africa, the majority of which are situated in the Eastern Cape. The management company has 
been managing the hotel since the listing of the Fund.

	C hampagne Sports Resort
	 The tenant and management company of Champagne Sports Resort has been involved with the development and operations 

of the resort since inception and the company was the main seller entity to the Fund upon listing. The management company 
also manages the timeshare component of the resort on behalf of the Champagne Shareblock Company.

	B irchwood Hotel Management Company
	 The tenant and management company at the Birchwood Executive Hotel & Conference Centre is the Birchwood Hotel 

Management Company. The same executive team has managed the property since its inception. The exclusive focus of the 
management company is the management of the Birchwood.

	K opanong Hotel and Conference Centre
	 The tenant and hotel management company at Kopanong Hotel & Conference Centre has been managing and operating the 

hotel since the listing of the Fund. The company also manages the rental pool of the sectional title units at the hotel.
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