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REVENUE

R4.5 billion 2%

EBITDAR

R1.4 billion 9%

ADJUSTED EARNINGS

R278 million 31%

This has undoubtedly been one of the most challenging and 
disruptive periods in our 50-year history and this instability is 
likely to continue for at  least the next 18 to 24 months. 
However, we see these challenges as  an opportunity to 
rethink the way we do things and we hope to emerge from 
this crisis as a more efficient, agile group.

In order to provide shareholders with meaningful, like-for-like 
analysis of the group’s performance, the pro forma financial 
information set out in Annexure 3 of the company’s pre-
listing statement issued to shareholders on 23 May 2019 
has been used as the comparative set of results. 
Shareholders are referred to Annexure 4 of the pre-listing 
statement for the reporting accountants’ report on the 
pro forma financial information. 

Digital copies of the pre-listing statement can be 
found on the group’s website at www.tsogosun.
com/investors/circulars/2020.
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Quarterly contribution to adjusted earnings 
Trading during the first nine months of the financial year 
was impacted by the depressed local macro-economic 
environment, with demand by corporate and leisure 
groups as well as the transient traveller showing little sign 
of recovery. 

The performance of the group’s offshore division was 
equally disappointing due to declining corporate and 
leisure activity in Maputo, government changes in 
Tanzania, a reduction in South African travel to Nigeria 
following the xenophobic attacks, as well as a significant 
retraction in business confidence in Lusaka following 
proposed amendments to tax legislation. 

In addition to the decline in demand from corporate and 
leisure travellers, the Paradise Sun hotel in the Seychelles 
was temporarily closed following storm surges that 
caused damage to the public areas. 

Subsequently, in response to COVID-19, the closure of 
the Seychelles borders and those of its key markets, 
France and Germany, has meant that this hotel only 
traded for six months of the year.

QUARTERLY PERFORMANCE REVIEW
The quarterly performance of key financial indicators as set out below reflect the seasonality of our business, which is weighted 
towards the summer season from October to March as well as the impact of COVID-19 and the subsequent national lockdown 
on the last quarter of the year in particular:

Q1
Rm

Q2
Rm

Q3
Rm

Q4
Rm

Total
Rm

Revenue
2020 actual(1) 961 1 112 1 229 943 4 245 

Change on 2019 pro forma 14 35  (30)  (153)  (134)
% change on 2019 pro forma 1 3  (2)  (14)  (3)
Ebitdar
2020 actual(1) 206 353 452 296 1 307 

Change on 2019 pro forma  (16)  (2)  (23)  (140)  (181)
% change on 2019 pro forma  (7)  (1)  (5)  (32)  (12)
Adjusted earnings
2020 actual  (18) 91 144 61 278 

Change on 2019 pro forma  (22)  (16)  (9)  (78)  (125)
% change on 2019 pro forma  *  (15)  (6)  (56)  (31)
(1) Excludes the impact of the extension of the fixed and variable leases concluded over the InterContinental Sandton Towers, Sandton Sun and Garden 

Court Sandton City (collectively, the Sandton hotels) that became effective from 1 November 2019. The impact of these lease extensions is discussed 
under the income statement review on page 26.

* Percentage greater than 100%.

COVID-19 had a marked impact on the group’s 
fourth quarter trading with international demand 
retracting as early as the last week of February 2020. 

The initial international travel regulations imposed 
by the President on 15 March 2020 and finally, the 
total ban on inter-provincial travel announced  on 
23 March 2020 as part of the nationwide lockdown 
resulted in a material reduction in revenues for the 
month of March, which is normally a peak activity 
month for the group. 

The group’s entire portfolio in South Africa, Africa 
and the Seychelles has been deactivated with the 
exception of those hotels designated as quarantine 
facilities or as accommodation for essential service 
providers and persons awaiting repatriation.
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SUMMARISED INCOME STATEMENT REVIEW

2020
Rm

Pro forma 
2019

Rm Note

Income  4 475  4 389 1
Ebitdar  1 352  1 488 2
Long-term incentive (‘LTI’) expense  (17)  (13) 3
Property and equipment rentals  (84)  (208) 4
Property and equipment rentals  (210)  (208)
Property and equipment rentals – IFRS 16  126  – 
Amortisation and depreciation  (348)  (306) 4
Amortisation and depreciation  (289)  (306)
Amortisation and depreciation – IFRS 16  (59)  – 
Exceptional items  (1 669)  (581) 5

(Loss)/profit before interest and taxation  (766)  380 
Finance income  40  38 
Finance costs  (400)  (269) 6
Finance costs  (299)  (269)
Finance costs – IFRS 16  (101)  – 
Share of (loss)/profit of associates and joint ventures  (3)  15 7
Income tax expense  (96)  (118) 8

(Loss)/profit for the period  (1 225)  46 
Non-controlling interests  329  (18) 9
Attributable earnings  (896)  28 10

1 INCOME

Total income for the year of R4.5 billion (2019: R4.4 billion) ended 2% above the prior year, with a 2% growth in hotel rooms’ revenue and 
a 7% growth in food and beverage revenue. This growth was offset by a 7% reduction in property rental income and a 7% reduction in 
other income. Revenues were favourably impacted in the third quarter following the successful conclusion of the fixed and variable leases 
over the three Sandton hotels with effect from 1 November 2019, which together total 1 001 rooms and make up 5% of the group’s total 
rooms’ portfolio. In terms of the leases, after the deduction of management fees, 98% of hotel earnings accrues to the hotel owners as 
rent. It is worth noting that these leases are similar to those between Tsogo Sun Hotels and Hospitality. As a result, while the group 
consolidated the trading of these hotels on the income statement, the net impact on Ebitda is minimal. Excluding the impact of the Sandton 
hotels, revenue for the group’s base portfolio declined by 3% for the year ended 31 March 2020.

2 EBITDAR

Despite strict cost controls during the year to counteract the above-inflationary increases in administered costs, including property rates 
and utilities, Ebitdar of R1.4 billion (2019: R1.5 billion) ended 9% down on the prior year. The decrease is primarily due to the shortfall in 
revenue as a result of the decline in demand which was further exacerbated by COVID-19. Excluding the impact of the Sandton hotels, 
Ebitdar for the group’s base portfolio declined by 12% for the year ended 31 March 2020. The overall group Ebitdar margin of 30% has 
declined by 4pp from the prior year.

3 LTI EXPENSE

The long-term incentive expense in the income statement on the equity-settled incentive scheme of R17 million is R4 million up on the prior 
year pro forma charge of R13 million. The variance on the prior year is as a result of aligning the expense to the new equity-settled scheme 
that values the share-based payment (including dividend adjustments) by reference to the company’s share price adjusted for management’s 
best estimate of the appreciation units expected to vest and future performance of the group. The long-term incentive expense will increase 
by new grants made to employees and decrease by employee forfeitures.

4 PROPERTY AND EQUIPMENT RENTALS

Property rentals, excluding IFRS 16 adjustments, at R210 million (2019: R208 million) are 1% up on the prior year. Amortisation and 
depreciation, excluding IFRS 16 adjustments, was R289 million (2019: R306 million), which is 6% down on the prior year. This is mainly due 
to year end residual value adjustments on the Hospitality property portfolio that is recognised as property, plant and equipment on a group 
level. The net pre-tax impact of IFRS 16 on the group’s income statement is a R34 million expense, with the majority of the adjustment relating 
to the leases over the SunSquare and StayEasy City Bowl, Garden Court Marine Parade and the Sandton hotels.

CHIEF FINANCIAL OFFICER’S REVIEW continued
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5 EXCEPTIONAL ITEMS

Exceptional losses for the year of R1.7 billion (2019: R581 million) mainly relate to:
 • Fair value losses on the revaluation of externally managed investment properties in Hospitality of R888 million (2019: R445 million)
 • Property, plant and equipment impairments of hotels in South Africa and offshore totalling R716 million (2019: R94 million)
 • Restructuring costs of R40 million (2019: R8 million) that includes retrenchment costs relating to the unbundling 
 • The impairment of the group’s investment in RBH of R17 million (2019: Rnil) 

The majority of these impairments are due to management’s assessment of the negative impact of COVID-19 on forecast cash flows for 
the financial years ending March 2021 and March 2022, as well as volatility in the bond market and increased in-country risk assessments 
that have had a material impact on discount rates across the portfolio. In South Africa in particular, the risk posed by COVID-19 compounded 
by the ratings downgrade, saw the 10Y bond yield increasing by 1.9% from 31 March 2019 (8.61%) to 31 March 2020 (10.51%). 

Refer to pages 121 and 123 of the consolidated financial statements for the sensitivity analyses relating to impairments and fair 
value adjustments. 

6 FINANCE COSTS

Finance costs, excluding IFRS 16 adjustments, of R299 million are R30 million above the prior year pro forma finance costs of R269 million 
due to the increase in debt to fund expansion and replacement capex including major hotel refurbishments during the year.

7 SHARE OF (LOSS)/PROFIT OF ASSOCIATES AND JOINT VENTURES

The share of loss of associates and joint ventures of R3 million (2019: R15 million profit) declined by R18 million on the prior year primarily 
due to fair value losses on investment properties owned by IHPL.

8 INCOME TAX EXPENSE

The effective tax rate for the year of 8.5% excludes the group’s share of losses of associates and joint ventures and is impacted by:
 • Fair value losses that are not deductible for tax purposes on investment property in Hospitality
 • The pre-tax profits attributable to the Hospitality non-controlling interests due to its REIT tax status
 • The offshore tax rate differentials 

9 NON-CONTROLLING INTERESTS

Losses attributable to non-controlling interests of R329 million (2019: R18 million profit) increased by R347 million from the prior pro forma 
year, mainly due to the share of the R888 million fair value loss on investment property in Hospitality.

10 ATTRIBUTABLE EARNINGS

2020
2019 

Pro forma

%
change

Gross
Rm

Net of tax
Rm

Gross
Rm

Net of tax
Rm

Attributable earnings  (896) –  28  * 
Loss on disposal of property, plant and 
equipment (‘PP&E’)  2  2  3  2 
Fair value adjustment of investment property  888  888  445  445 
Impairment of PP&E  716  664  94  67 
Impairment relating to RBH (associate)  17  17 – –
Share of associates’ headline earnings adjustment  41  41  10  10 
Non-controlling interest effects of adjustments  (500)  (500)  (181)  (181)

Headline earnings  216 –  371  (42)
Fair value adjustment on interest rate swaps – –  (2) (1)
Restructure costs  40  30  8  8 
Transaction costs  3  2  32  32 
Pre-opening costs – –  1  1 
Impairment of inventory  2  2 – –
Fair value adjustment on RDI REIT plc (‘RDI’) 
investment  1  1 – –
Derecognition deferred tax  30  30 – –
Share of associates’ exceptional items  1  1 – (1)
Non-controlling interest effects of adjustments  (4)  (4)  (7)  (7)

Adjusted headline earnings  278  403  (31)

Group adjusted headline earnings for the year at R278 million (2019: R403 million) ended 31% down on the prior pro forma year. The 
adjustments to the current year include the reversal of the post-tax and non-controlling interest impacts of the exceptional losses noted 
above. The number of shares in issue remained flat on the prior comparative pro forma year and the resultant adjusted headline earnings 
per share is 31% down on the prior pro forma year at 26.2 cents (2019: 37.9 cents).
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LIQUIDITY, FUNDING CAPACITY AND COVENANTS
Free cash flow generated for the year of R484 million (2019: R414 million) increased by R70 million on the prior year, mainly 
due to the saving of finance costs on the treasury loan with Tsogo Sun Gaming. Cash outflows mainly consist of maintenance 
and expansion capex of R607 million group-wide, including major hotel refurbishments at The Westin for R70 million and 
Southern Sun Ridgeway in Lusaka for R73 million as well as the acquisition of Southern Sun Pretoria for R200 million.
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CASH FLOW ANALYSIS FOR 2020 (Rm)

Ebitdar Rentals Working 
capital

Dividend 
income

Net finance 
costs

Taxation 
paid

Maintenance
capex

(including 
operating 
equipment)

Dividends 
paid to 

non-controlling 
interest 

Disposal 
proceeds

Expansion 
capex

Loans and
investments

Currency

Interest-bearing debt net of cash at 31 March 2020 totalled R3.3 billion, which is R289 million above the 31 March 2019 
balance of R3.0 billion, the detail of which is set out below:

Share
code

2020
Rm 

2019
Rm 

External debt – Offshore (US$-based) TGO  1 430  1 224 
Prepaid borrowing costs TGO  (3)  (5)
External debt (Rand-based) HPB  2 550  1 959 
Prepaid borrowing costs HPB  (3)  (3)

Gross IBD  3 974  3 175 

Cash on hand TGO  (431)  (117)
Cash on hand HPB  (291)  (95)

Net IBD  3 252  2 963 
Analysed as: TGO  996  1 102 

HPB  2 256  1 861 

Facility surplus including cash on hand 1 662 831
Cost of net debt – pre-tax (%)  8.1  8.5 
 – post-tax (%)  6.1  7.2 

The group’s liquidity and access to facilities are of paramount 
importance. As at 31 March 2020 the group was well within 
lender covenant requirements:
 • Tsogo Sun Hotels’ leverage ratio (net debt:Ebitda) is 
1.3 times against a maximum covenant requirement of no 
more than 2.5 times

CHIEF FINANCIAL OFFICER’S REVIEW continued

 • Tsogo Sun Hotels’ interest cover ratio is 12.2 times against 
a minimum covenant requirement of at least 3 times

 • HPF’s leverage ratio (net debt:Ebitda) is 3.2 times 
against  a  maximum covenant requirement of no more 
than 3.5 times

 • HPF’s interest cover ratio is 3.7 times against a minimum 
covenant requirement of at least 2 times
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The average maturity profile of our debt is 2.9 years as at 
31 March 2020. Subsequent to year end, Tsogo Sun Hotels 
increased its revolving credit facility from R300 million to 
R600 million and extended it by a year. The revised debt 
maturity profile is set out below:
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GOING CONCERN
The consolidated financial statements are prepared on the 
going concern basis. Based on the cash flow forecasts, 
available cash resources and the other measures the group 
has taken or plans to take, management believes that the 
group has sufficient resources to continue operations as 
a going concern in a responsible and sustainable manner. 
As at 31 March 2020, the group has net cash and cash 
equivalents of R722 million (2019: R212 million). The group 
has R4.0 billion (2019: R3.2 billion) of interest-bearing debt 
(excluding capitalised lease liabilities) and access to sufficient 
undrawn short-term facilities to meet its obligations as 
they  become due. In preparing the cash flow forecasts 
utilised to assess going concern, the impact of COVID-19 
on the group’s operations and liquidity was considered. 
The  directors have assessed the cash flow forecasts 
together with the other actions taken or proposed by 
management and are of the view that the group has sufficient 
liquidity to meet its obligations and to counteract the 
expected losses that may result from the COVID-19 impact 
on the group’s operations in the next financial year.

DIVIDEND
As outlined in the pre-listing statement, the group had 
intended to apply cash resources generated during the initial 
15 months following the listing towards settling the offshore 
division’s Dollar denominated interest-bearing debt. Given 
the anticipated extended period of minimal revenue, the 
directors considered it prudent to retain cash resources to 

ensure that the group is able to navigate this difficult 
period  until trading resumes. Accordingly, the directors 
have not declared a final cash dividend for the year ended 
31 March 2020.

EVENTS OCCURRING AFTER THE BALANCE 
SHEET DATE
The directors are not aware of any matter or circumstance 
arising since the balance sheet date and the date of this 
report other than the matters disclosed in note 48 of the 
consolidated financial statements, all of which are non-
adjusting events and have no impact on the financial results 
for the year ended 31 March 2020.

APPRECIATION
I would like to thank everyone involved in the year end 
process and in the preparation of this report. Your dedication 
and support in meeting our deliverables under the most 
difficult circumstances is greatly appreciated and speaks to 
who we are as a company.

Laurelle McDonald
Chief Financial Officer (CFO)

14 August 2020

Lenders to both Tsogo Sun Hotels and Hospitality have 
approved the waiver of the September 2020 covenants, 
securing the group’s access to sufficient short-term liquidity 
facilities. Shareholders are referred to note 48 of the 
consolidated financial statements for further details.

TSOGO SUN HOTELS Integrated annual report 2020 29

WHO WE ARE PERFORMANCE AND VALUE CREATION INTEGRATED GOVERNANCE CONSOLIDATED FINANCIAL STATEMENTS SHAREHOLDER INFORMATION NOTICE OF ANNUAL GENERAL MEETING



THE ENVIRONMENT IN WHICH WE OPERATE

The hotels business in South Africa is highly competitive and, since the barriers 
to entry are low it is often the case that additional, and in some cases, unviable 
supply, is added to the market. 
Whilst these hotels inevitably experience financial distress, 
the room stock once built does not exit the market, and it 
can take a substantial period of time for demand to catch up 
to supply. 

Following the first democratic elections in 1994, the demand 
for hotel rooms grew rapidly and rooms sold by the group 
grew by an average of more than 6% per annum between 
1994 and 1999. The market responded to this demand with 
the construction of new hotels and until 2008, demand 
growth continued to exceed the growth in supply with 
occupancies and average room rates continuing to rise. 

During 2008, the impact of the global recession constrained 
demand but construction of new hotels continued until the 
2010 FIFA World Cup™ since these projects were already 
in progress. Market occupancies fell from 74% in 2007 to 
58% in 2011 due to the combination of constrained demand 
and increased supply. Demand has subsequently improved,  
and with minimal growth in hotel supply, market occupancies 
have been recovering since 2011 but stagnated and have 
ranged between 61% and 65% since 2012 to date. 

REGULATORY

ENVIRONMENTAL

TECHNOLOGICAL

SOCIO-CULTURAL

ECONOMIC

POLITICAL

Declines in demand for our 
services due to general economic 

conditions could negatively 
impact our business by 
decreasing income and 

profitability

The development and 
maintenance of our systems 
require ongoing investment 

by the group

Political, social, labour and 
economic conditions in 

South Africa or regionally 
could adversely affect 

our businesses

In order for the group to compete 
effectively with other consumer 

options our operations must deliver a 
quality experience at a price that our 

customers are willing to pay

The environmental focus 
areas are the reduction of 

consumption and the responsible 
management of the supply 

chain and waste

As a multinational business, 
Tsogo Sun Hotels is subject 

to a wide range of legislation, 
which is monitored on an 

ongoing basis

HOTELS SA OCCUPANCY

74%
2007

58%
2011

61%
2012

65%
2018
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The chart below shows the group’s overall portfolio share relative to the STR Global statistics for South Africa over the last 
12 years since the global financial crisis.
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Note: Movement in rooms available is a combination of new rooms stock and new sign up to STR Global.

Over this time the overall formal market has grown by 
some  41% from approximately 38 272 rooms in 2009 to 
53  916 rooms in March 2020 immediately prior to the 
lockdown. This does not include the proliferation of 
accommodation that does not participate in STR. It can be 
assumed that nearly all smaller hotels and guest houses 
would not participate, and it further excludes the proliferation 
of Airbnb product in the market. Our share, including the 
exposure we receive though third-party operated hotels 
in Hospitality, remains around 30% of the formal market and 
a much smaller portion of the non-participating market. 

Despite this large increase in available rooms stock, over a 
difficult time in the South African economy, the occupancies 
have been higher than they were at the height of the financial 
crisis in 2010. The advent of the COVID-19 pandemic will 
mean a period of significant over-supply. However, given the 
historic long-term growth of demand in the industry as 
the economy grows, we expect the market to rebalance in 
the long term.

Trading in the majority of the African cities outside South 
Africa where Tsogo Sun Hotels operate remained remarkably 
resilient through the economic downturn mainly due to 
limited supply of good quality hotels. Trading between the 
2015 and 2019 financial years was, however, significantly 
impacted by the Ebola pandemic, security concerns and 
more recently a weaker market attributable to the negative 
impact of lower commodity prices and the resultant 
weakening of local currencies. In the medium term it is 
expected that many African countries will experience 
strong  economic growth which will drive the demand for, 
and supply of, new hotels but in the short term tough 
trading  conditions are anticipated. The markets are small 
and the addition of a new hotel has a more significant 
impact on the market. 
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THE ENVIRONMENT IN WHICH WE OPERATE continued

POLITICAL
Although Tsogo Sun Hotels operates primarily in South 
Africa, it also has operations in Mozambique, Nigeria, 
the Seychelles, Tanzania, the United Arab Emirates and 
Zambia. Political, social, labour and economic 
conditions in South Africa or regionally could adversely 
affect our businesses.

The group is based in and derives the vast majority of its 
income from operations in South Africa. As such, the 
political conditions in South Africa have a significant 
influence  on our business. South Africa faces many 
challenges in improving levels of social and economic 
development among its people. To the extent these 
challenges are not overcome, there may be a negative 
impact on the South African economy and, in turn, the 
group’s results of operations.

There has also been regional political instability in some 
of the countries surrounding South Africa. The potential 
for resulting political instability in the region could 
negatively affect the South African economy and 
political environment,  which, in turn, could have a 
material adverse effect on the group’s operations, 
profitability, cash flows and financial condition.

ECONOMIC
Demand for our hotels is linked to the performance 
of  the general economy and is sensitive to business, 
government and personal discretionary spending 
levels.  Decreased global or regional demand for our 
products and services can be especially pronounced 
during periods of economic contraction or low levels of 
economic growth, and the recovery in the hotel industry 
may lag behind overall economic improvement.

The group’s reliance on the business and government 
traveller markets as core components of its customer 
base makes it particularly sensitive to economic 
conditions that cause declines in travel by those groups. 
Declines in demand for our services due to general 
economic conditions could negatively impact our 
business by decreasing the income and profitability.

The group has a high concentration of hotels in 
particular urban centres. While this strategy helps to 
ensure that we can service a large number of travellers 
in these key markets, from budget to luxury, it also 
increases its sensitivity to adverse conditions affecting 
travel to such areas. Any events or developments 
that reduce the demand for our services in these core 
urban centres could negatively impact our business. 
We are currently experiencing this with the ban on non-
business-related inter-provincial travel to contain the 
spread of COVID-19. 

In addition, many of the expenses associated with the 
hotel business, including personnel costs, interest, rent, 
property taxes, insurance and utilities, are relatively 
fixed. During a period of overall economic weakness, 
any failure by the group to meaningfully reduce these 
costs as demand for our rooms decreases may have a 
material adverse effect on our operations, profitability, 
cash flows and financial condition.

SOCIO-CULTURAL
The group must continually refresh its product offering 
to cater to consumer preferences. In order for the group 
to compete effectively with other consumer options for 
leisure and entertainment activities, as well as other 
hotel and leisure providers, our operations must deliver 
a quality experience at a price that our customers are 
willing to pay. The experience must also cater to various 
changing consumer preferences in the market. 
Consumer preferences range from technology 
preferences (such as the increased utilisation of mobile 
devices and social media) to the look and feel of the 
physical product, the location of buildings, concepts of 
restaurants and bar offerings and types of entertainment 
and travel patterns.

TECHNOLOGICAL
The group’s businesses demand the use of technology 
and  systems for property management, brand 
assurance and compliance, procurement, reservation 
systems, surveillance, operation of our customer reward 
programme, booking of hotel accommodation by 
current and future customers, search engine 
optimisation and guest amenities. The development 
and maintenance of these technologies require ongoing 
investment by the group. 

Technology trends most relevant to our industry being: 
 • Availability of robust broadband 
 • Advanced and secure mobile functionality for 
transacting and communication (customers and 
operational staff) 

 • Integrated tools to ensure customers are rewarded 
equitably based on spend/value 

 • Improving staff productivity and reducing costs 
 • More cost-effective IT business models
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REGULATORY
As a multinational business, Tsogo Sun Hotels is subject to a wide range of legislation, which is monitored on an ongoing 
basis. Any breach of compliance with this legislation could result in fines or sanctions that affect our profitability and may 
have adverse reputational consequences.

ENVIRONMENTAL
Our business poses limited risk to the environment due to 
the service nature of the industry. The fact that we operate 
predominantly in urban areas, further reduces the 
biodiversity impact. The main environmental impacts of 
the group are the consumption of energy and water, the 
production of waste and travel of guests to our properties. 

Although customer choices are not yet significantly 
impacted by environmental policies, behavioural changes 
are being driven by social responsibility. The environmental 
focus areas are the reduction of consumption through 
innovative physical property and behavioural changes 
and  the responsible management of the supply chain 
and waste. 

The greater challenges to the hotel industry currently 
are the rising utility costs and uncertainty surrounding the 
supply of energy and, particularly, the future supply of 
water. Administered costs have seen a sustained 
above  inflation increase over the past number of years. 
These include property rates, and the cost of heat, light 
and power. Whilst we have undertaken numerous steps 
to  reduce our electricity and water consumption 
through employing efficient operating methodologies, the 
price per unit of these utilities has increased dramatically 
and is worsened through the requirement to fund 
generating capacity (diesel generators) during load 
shedding. Municipalities have come under increasing 
pressure to raise independent funding and this has led to 
substantially higher property rates being imposed on the 
group’s portfolio.

B-BBEE
Under the laws, codes and regulations promulgated by 
the South African government to promote B-BBEE, the 
government awards procurement contracts, quotas, 
licences, permits and other rights based on numerous 
factors, including the B-BBEE status of applicants. We are 
committed to complying with these requirements, which 
are  designed to redress historical social and economic 
inequalities and ensure socio-economic stability in South 
Africa. A company’s B-BBEE status is an important factor 
considered by government and other public bodies in 
awarding contracts and may influence relationships with 
customers or suppliers as it contributes to their B-BBEE 
status. Given that government travellers comprise a core 
segment of our revenues, our Level 1 B-BBEE contributor 
status is important in securing this business.

Tax legislation
Changes in tax legislations across the jurisdictions of 
operation could adversely affect net results for future 
periods and affect the group’s business, financial condition 
and results of operations.

South Africa has a stable tax environment and the tax 
administration system is advanced and transparent in 
many aspects. Other jurisdictions of operation, including 
Zambia, Mozambique, Nigeria, Kenya and the Seychelles 
have differing tax legislation by which the group must 
additionally abide.

Health and safety legislation
Current legislation in South Africa imposes significant 
health and safety regulations on the group’s operations 
which will continue in the post COVID-19 environment. 
Health and safety is ingrained in our culture and we have 
a high standard of compliance in this area. 

Consumer privacy and data protection legislation
The group is subject to regulation General Data Protection 
Regulation (‘GDPR’) and Protection of Personal 
Information Act 4 of 2013 (‘POPIA’) regarding the use 
of  customers’ personal and credit card  data and the 
protection of such data from cyber-theft. The group 
receives and processes large amounts of sensitive 
personal customer data (including name, address, bank 
details and credit card details) as part of its business 
and as a result must comply with strict data protection 
and privacy laws in the jurisdictions in which the 
group operates. 
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OUR KEY STAKEHOLDERS

We create value through our relationships with our stakeholders. Building trust, 
mutual respect and credibility with our stakeholders is vital to our long-term 
sustainability. 
We have taken our stakeholders’ views into account in formulating our strategic priorities and report content. 

An overview of our key stakeholder groups, their interests and concerns and how we engage with them is provided in the 
table below. 

STAKEHOLDER 
GROUP

WHY IT IS IMPORTANT FOR 
US TO ENGAGE

HOW WE ENGAGE WITH 
OUR STAKEHOLDERS

OUR STAKEHOLDERS’ 
KEY INTERESTS

ASSOCIATED 
STRATEGIC 
PRIORITIES

Investors and 
funding 
institutions 

Investors and funding 
institutions are the 
providers of capital 
necessary for 
our growth and we 
need transparent 
communication and to 
understand potential 
concerns

 • JSE news services
 • Media releases and 
published results

 • Integrated annual 
reports and financial 
statements

 • Annual general 
meetings

 • Dedicated analyst 
and investor 
presentations

 • One-on-one meetings
 • Tsogo Sun Hotels’ 
website

 • Sustainable 
growth and returns 
on investment

 • Dividends
 • Risks and 
opportunities 
of expansion

 • Transparent executive 
remuneration

 • Corporate 
governance and 
ethics

 • Liquidity and gearing
 • Security of tenure 
over properties

 • Independence of 
the board

FINANCIAL STRENGTH 
AND DURABILITY

Page 49

INORGANIC GROWTH

Page 61

ORGANIC GROWTH

Page 59

Government 
and 
regulatory 
bodies 

Government provides 
us with our licence to 
trade and the enabling 
regulatory framework 
within which to operate 
and we need to ensure 
compliance and 
understand the broader 
economic, social and 
environmental issues

 • Establish constructive 
relationships

 • Comment on 
developments 
in legislation

 • Participate in forums
 • Written responses 
in consultation 
processes

 • Presentations and 
feedback sessions

 • Regulatory 
surveillance, reporting 
and interaction

 • Membership of 
industry bodies, eg 
Federated Hospitality 
Association of 
Southern Africa 
(‘Fedhasa’), Business 
Leadership South 
Africa, etc

 • Taxation revenues
 • Compliance with 
legislation

 • Job creation
 • Investment in 
public and tourism 
infrastructure

 • Investment in 
disadvantaged 
communities

 • Advancing 
transformation

 • Social impacts
 • Reduction in energy 
and water 
consumption

DELIVER TO OUR 
BENEFICIARIES

Page 43

REGULATORY 
COMPLIANCE

Page 54

Interactions with our stakeholders are based on our values, included on page 08, which guide our behaviour ensuring 
our stakeholders know what to expect from us. 
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STAKEHOLDER 
GROUP

WHY IT IS IMPORTANT FOR 
US TO ENGAGE

HOW WE ENGAGE WITH 
OUR STAKEHOLDERS

OUR STAKEHOLDERS’ 
KEY INTERESTS

ASSOCIATED 
STRATEGIC 
PRIORITIES

Guests We need to understand 
our guests’ needs, 
perceptions and 
behaviours in order to 
deliver experiences 
relevant to them, 
thereby enhancing our 
brand value and driving 
revenue

 • Satisfaction surveys
 • Rewards 
programmes

 • Customer relationship 
managers

 • Call centres
 • Website and active 
Twitter and Facebook 
engagement

 • One-on-one 
interaction

 • Quality product
 • Consistent quality 
experience

 • Simpler and quicker 
to deal with us

 • Value offerings
 • Long-term security 
of supply

 • Recognition for loyalty

PRODUCT RELEVANCE TO 
CUSTOMER EXPERIENCE

Page 50

Communities Engagement assists us 
to focus our efforts on 
empowering local 
communities which 
contributes to our 
long-term viability

 • Events and 
sponsorships

 • Media channels
 • Corporate social 
investment initiatives

 • Employee volunteering

 • Investment in 
disadvantaged 
communities

 • Employment 
opportunities

 • Sponsorships

DELIVER TO OUR 
BENEFICIARIES

Page 43

Employees Our employees are core 
to delivering our guest 
experiences and we 
need to understand 
their needs, challenges 
and aspirations and for 
them to be aligned with 
our strategy

 • Communication 
from executives

 • Internal 
communications 
and posters

 • Induction 
programmes

 • Ongoing training 
and education

 • Employee surveys
 • Performance 
management 
programmes

 • Anti-fraud, ethics and 
corruption hotline

 • Trade union 
representative 
meetings

 • Staff engagement 
programme 
‘livingTSOGO’

 • Job security
 • Engagement
 • Performance 
management

 • Clear understanding 
of reward structures

 • Health and safety 
performance

 • Access to HIV 
counselling and 
wellness programmes

 • Career planning and 
skills development

 • Preferred employer

SKILLED HUMAN 
RESOURCES

Page 55

Suppliers, 
tenants and 
business 
partners 

Our suppliers, tenants 
and business partners 
enable us to deliver 
consistent guest 
experiences

 • One-on-one meetings
 • Tender and 
procurement 
processes

 • Anti-fraud, ethics and 
corruption hotline

 • Supplier forums and 
showcases

 • Timely payment and 
favourable terms

 • Fair treatment
 • B-BBEE compliance

DELIVER TO OUR 
BENEFICIARIES

Page 43
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In addition to providing exceptional experiences to our 
customers, the group generates direct and indirect financial 
benefits for our stakeholders including:
 • Returns for our shareholders and funding institutions
 • Substantial income tax, value-added tax (‘VAT’), 
employees’ tax and property rates and taxes to national 
and provincial government

 • Corporate social investment (‘CSI’) in the communities 
we serve

 • Employment within the communities we serve

 • Sustainable business for our national and local business 
partners and suppliers which creates wealth and additional 
employment

 • Continuous investment to maintain and expand our 
portfolio of properties 

A substantial portion of the wealth generated by the group is 
spent with/distributed to black economically  empowered 
businesses, previously disadvantaged individuals and 
government, the value of which for the year ended 
March 2020 is as follows: 
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VALUE ADDED FOR THE YEAR ENDED 31 MARCH 2020 (Rm)

Cash 
derived

from revenue

Dividends 
and interest 

received

Paid to 
suppliers

for materials
and services

Total 
cash value 

added

Funding 
institutions

Employees(1) Corporate 
social 

investment

Taxation
and property

taxes

Shareholders Net cash
retained from

operations
for growth

10
0% 9%

46
%

0%

21
%

8%

16
%

4 3892019 11 (1 446) 2 954
100%

(417)
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18%

1 
08

1 27
1

1 
01

9

11

45
7 10

9 12
7

3 
07

5

VALUE ADDED TO BLACK ECONOMICALLY EMPOWERED BUSINESSES, 
PREVIOUSLY DISADVANTAGED INDIVIDUALS AND GOVERNMENT FOR THE YEAR ENDED 2020 (Rm)

Paid to black 
economically
empowered

businesses for
materials and

services*

Funding
institutions*

Employees(1) Corporate social
investment*

Taxation and
property taxes

Shareholders* Paid to black
economically 
empowered

businesses for 
capital expenditure*

Total black 
economically
empowered 

businesses, PDIs 
and government

contribution

8382019 207 1 027 16 369 114 53 2 624

* As per the Department of Trade and Industry (‘dti’) tourism sector code.
(1) Net pay to employees with employees’ tax included in taxation.

OUR KEY STAKEHOLDERS continued
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OUR MATERIAL RISKS AND OPPORTUNITIES

The matters included in our integrated annual report are principally aimed 
at providers of financial capital in order to support their financial capital 
allocation assessments. 
However, the interests of the providers of financial capital are largely aligned with other key stakeholders because they are also 
focused on the creation of value over the long term.

QUALITATIVE  
AND  

QUANTITATIVE 
ANALYSIS

2

RISK  
MATRIX

3

MAGNITUDE 
LIKELIHOOD

4

MATERIAL 
MATTERS

51

RISK  
IDENTIFICATION

The identified matters were compared with those 
being reported by organisations in the same or 
similar industries to ensure that relevant matters 
were not excluded from the report.

In determining which matters are material for disclosure in our integrated annual report, we have considered whether the 
matter substantively affects, or has the potential to substantively affect, our strategy, our business model or the forms of 
capital we utilise and ultimately our ability to create value over time.

The assessment of the magnitude of the impact and the 
likelihood of the occurrence of the group’s top risks and 
opportunities informed the identification and prioritisation 
of the material matters for inclusion in the integrated 
annual report.

DETERMINATION OF MATERIALITY
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MATERIAL RISKS AND OPPORTUNITIES
We evaluated and prioritised our material risks and opportunities, which are depicted in the heatmap below. The specific risks 
and opportunities within each risk landscape (in order of assessed residual risk), their potential impact and the group’s risk 
responses are noted on pages 38 to 41. 

TSOGO SUN HOTELS’ RISK AND OPPORTUNITY LANDSCAPE

RISK MATTERS

1 Macro-economic environment 6 Capacity

2 Crime, safety, security and health 7 Local authority capability

3 Missed opportunities 8 Credit risk

4 Regulatory change and compliance 9 Human resources

5 Portfolio management and product relevance 10 Cyber, IT and information management

M
ag

ni
tu
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ct

Likelihood of occurrence

STRENGTH OF CURRENT RISK RESPONSES

Very good Weak

Good Unsatisfactory

Satisfactory Uncontrollable

1
2

3

4

5
6 78

9

10

RISK RATING

Extreme

High

Moderate

Low

For a detailed understanding of how we manage risk, please refer to page 69 of the governance report.

PRINCIPAL RISK LANDSCAPES 

MACRO-ECONOMIC ENVIRONMENT

Associated strategic opportunitiesSpecific risks we face Risk responses

 • Our operations are concentrated in South 
Africa and are affected by the cyclical 
nature of the hospitality industry

 • The perceived inability of government to 
improve the current depressed macro-
economic situation, the Moody’s 
downgrade and the constrained growth 
in the government sector may lead to 
increased costs of funding, which leads 
to reduced income and lower profitability

 • Exchange rate volatility impacts occupancy 
in foreign tourism, particularly business 
travel, leisure and the conferencing market

 • The COVID-19 national lockdown has 
had a devastating impact on the local 
macro-economic environment. The closure 
of borders and persistent travel restrictions 
to curb infection rates have had a sever 
negative impact on our revenues and 
profitability

 • Revise strategic priorities
 • Review organisational structures
 • Further focus on cost reduction 
to limit cash burn

 • Renewed and focused marketing 
and promotions

 • Reward programmes

Strength of risk response: Good

Magnitude of impact: Severe

Likelihood of occurrence: Almost certain

Risk rating: Extreme

STRATEGIC OBJECTIVE

FINANCIAL STRENGTH 
AND DURABILITY

ORGANIC GROWTH

1

OUR MATERIAL RISKS AND OPPORTUNITIES continued
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PRINCIPAL RISK LANDSCAPES 

CRIME, SAFETY, SECURITY AND HEALTH

Associated strategic opportunitiesSpecific risks we face Risk responses

 • Travellers’ fears of exposure to contagious 
diseases, such as COVID-19, could 
reduce the number of people willing to 
fly or travel in future, particularly if new 
significant disease outbreaks occur or 
threaten to occur. Inter-provincial and 
international travel are vital to our business 
and the current travel restrictions have 
meant that occupancy levels remain 
extremely low

 • With a number of our hotels located 
in urban city centres, where there is a 
perceived increased risk of infection, 
many customers may choose not to travel 
to these hotspots, further negatively 
impacting trading

 • Phased reopening of hotels 
to actively manage the oversupply 
of hotel stock in the market

 • Operate all hotels on a skeletal 
staff structure and reduce cost 
base to limit cash burn

 • Implement enhanced health and 
safety procedures to assist in 
alleviating our guests’ fears about 
travel and staying at our hotels

Strength of risk response: Uncontrollable

Magnitude of impact: Major

Likelihood of occurrence: Almost certain

Risk rating: Extreme

STRATEGIC OBJECTIVE

FINANCIAL STRENGTH 
AND DURABILITY

ORGANIC GROWTH

MISSED OPPORTUNITIES

Associated strategic opportunitiesSpecific risks we face Risk responses

 • The group may fail to identify acquisition 
opportunities or may pursue transactions 
that prove to be unsuccessful or strain 
or divert its resources

 • From time to time, the group considers 
the acquisition of complementary 
businesses or assets where the 
opportunity is presented to do so at 
attractive prices. In the current 
environment, where cash resources and 
prudently managing debt are of paramount 
importance, it is more likely that the group 
will forgo attractive business opportunities 
unless alternative funding structures, such 
as the use of equity, for example, are 
thoroughly explored

 • Proper and robust evaluation of 
all new opportunities

 • Monitoring returns on 
new businesses

 • Consider alternative financing 
structures to acquire attractive 
business opportunities given the 
scarcity of cash resources

Strength of risk response: Satisfactory

Magnitude of impact: Significant

Likelihood of occurrence: Almost certain

Risk rating: Extreme

STRATEGIC OBJECTIVE

FINANCIAL STRENGTH 
AND DURABILITY

INORGANIC GROWTH

REGULATORY CHANGE AND COMPLIANCE

Associated strategic opportunitiesSpecific risks we face Risk responses

 • As a multinational business, Tsogo Sun 
Hotels is subject to a wide range of 
legislation, which is monitored on an 
ongoing basis. Any breach of compliance 
with legislation could result in fines 
or sanctions that affect our profitability 
and may have adverse reputational 
consequences. Refer to page 54 
for details relating to the group’s 
regulatory compliance

 • Submit comments to law makers 
through formal comment structures

 • Robust compliance procedures
 • Engage law makers through 
employer and industry bodies

 • Litigate where required
 • Comprehensive B-BBEE strategy

Strength of risk response: Satisfactory

Magnitude of impact: Significant

Likelihood of occurrence: Likely

Risk rating: High

STRATEGIC OBJECTIVE

DELIVER TO OUR 
BENEFICIARIES

REGULATORY 
COMPLIANCE

2

3

4
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PRINCIPAL RISK LANDSCAPES 

PORTFOLIO MANAGEMENT AND PRODUCT RELEVANCE

Associated strategic opportunitiesSpecific risks we face Risk responses

 • For our hotel businesses, ensuring 
the ability to adapt to stay relevant to 
consumers may require additional 
research and development and marketing, 
which would drive up costs, as well 
as capex and refurbishment expenses 
incurred to act on research findings. 
As such, the group may be required 
to assume development risk to enhance 
or protect the value of its portfolio base

 • Overview of markets
 • Interaction with local authorities
 • Investment in facilities 
and maintenance capex to 
ensure relevance

 • Market research to timeously 
spot trends

 • Partnerships with other 
leisure suppliers

 • Social media interaction

Strength of risk response: Satisfactory

Magnitude of impact: Moderate

Likelihood of occurrence: Possible

Risk rating: Moderate

STRATEGIC OBJECTIVE

PRODUCT RELEVANCE TO 
CUSTOMER EXPERIENCE

ORGANIC GROWTH

CAPACITY

Associated strategic opportunitiesSpecific risks we face Risk responses

 • The group’s hotel properties are subject 
to leases or management contracts 
without guaranteed renewal or 
successful renegotiation

 • In the absence of renewal options 
exercisable by the group, there can 
be no guarantee that all or any of the 
group’s leases and management contracts 
will be renewed upon their expiry. There 
can also be no guarantee that the terms 
of any leases or management contracts 
that are renewed will be as favourable to 
the group as the terms currently in place

 • Continuous engagement with 
hotel owners to secure 
contract renewals on 
attractive contractual terms

 • Strong Manco with experienced 
management team and 
central resources

 • Attractive management 
fee structure

Strength of risk response: Satisfactory

Magnitude of impact: Moderate

Likelihood of occurrence: Likely

Risk rating: Moderate

STRATEGIC OBJECTIVE

FINANCIAL STRENGTH 
AND DURABILITY

ORGANIC GROWTH

LOCAL AUTHORITY CAPABILITY

Associated strategic opportunitiesSpecific risks we face Risk responses

 • Service delivery, limited infrastructure 
investment and funding challenges 
at South Africa’s municipalities have 
compounded their capacity to supply 
water and electricity to ratepayers

 • Inconsistent water supply and unreliable 
electricity provision affect the operational 
capability of hotels to provide consistent 
services to guests

 • Municipalities and utility providers also 
increase rates, property taxes, water 
and electricity to fund their own shortfalls, 
placing an additional cost burden on the 
returns to shareholders

 • Demand-side management 
programmes to reduce 
consumption 

 • Water handling/storage capacity 
for emergency supply

 • Self-reliance on generators for 
emergency electricity supply

Strength of risk response: Satisfactory

Magnitude of impact: Moderate

Likelihood of occurrence: Almost certain

Risk rating: High

STRATEGIC OBJECTIVE

PRODUCT RELEVANCE TO 
CUSTOMER EXPERIENCE

ORGANIC GROWTH

5

6

7

OUR MATERIAL RISKS AND OPPORTUNITIES continued
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PRINCIPAL RISK LANDSCAPES 

CREDIT RISK

Associated strategic opportunitiesSpecific risks we face Risk responses

 • An uncertain economic environment 
impacts our business

 • A challenging economic climate impacts 
the risk of customer defaults

 • Robust debtors’ management 
programme

 • Regularly monitor and identify 
non-serviceability of debtors

Strength of risk response: Good

Magnitude of impact: Moderate

Likelihood of occurrence: Possible

Risk rating: Moderate

STRATEGIC OBJECTIVE

DELIVER TO OUR 
BENEFICIARIES

FINANCIAL STRENGTH 
AND DURABILITY

HUMAN RESOURCES

Associated strategic opportunitiesSpecific risks we face Risk responses

 • The group’s business is labour intensive 
and, therefore, its success largely depends 
on its ability to attract, train, motivate and 
retain a sufficient number of qualified and 
skilled employees to run its operations

 • If the group cannot attract and retain a 
sufficient number of qualified employees, 
its ability to effectively compete with its 
peers and its operations, profitability, cash 
flows and financial condition could be 
materially affected

 • Retention of staff through 
appropriate remuneration 
structures

 • Engage with and empower staff
 • Fast track and develop 
talented staff

 • Performance-driven culture
 • Focused employment 
equity strategy

 • Labour rate parity

Strength of risk response: Good

Magnitude of impact: Moderate

Likelihood of occurrence: Unlikely

Risk rating: Moderate

STRATEGIC OBJECTIVE

SKILLED HUMAN 
RESOURCES

DELIVER TO OUR 
BENEFICIARIES

CYBER, IT AND INFORMATION MANAGEMENT

Associated strategic opportunitiesSpecific risks we face Risk responses

 • Our operations, including in particular 
online booking and hotel management 
systems, partially depend on our 
IT systems

 • The performance and reliability of these 
systems and the group’s technology 
are critical to its reputation and ability 
to attract, retain and service customers

 • Any disruption in the group’s ability to 
provide the use of its reservation system 
to customers, including as a result of 
software or hardware issues related 
to the reservation system, could result in 
customer dissatisfaction and harm our 
reputation and business

 • Improved IT security and cyber 
awareness campaign

 • Payment card industry standard 
compliance

 • Website re-write complete and 
secure online payment gateway

 • Increased IT auditing and 
assurance (internal and external)

 • Backup IT systems for business 
critical systems generally in 
different geographies and restores 
tested bi-annually for core solutions

 • Continuous maintenance of 
hardware and databases to ensure 
warranties remain in order

 • Failovers and manual procedures 
to support any possible information 
technology downtime limits impact 
on the guest and reputation

Strength of risk response: Good

Magnitude of impact: Moderate

Likelihood of occurrence: Possible

Risk rating: Moderate

STRATEGIC OBJECTIVE

REGULATORY 
COMPLIANCE

PRODUCT RELEVANCE TO 
CUSTOMER EXPERIENCE

8

9

10
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OUR STRATEGY IN ACTION

SUSTAINABILITY 
STRATEGY IN 
ACTION

SUSTAINABILITY

MATERIAL RISKSKEY PILLARS

 • Regulatory change and compliance
 • Macro-economic environment

DELIVER TO OUR 
BENEFICIARIES

 • Macro-economic climate
 • Regulatory change and compliance
 • Local authority capability
 • Capacity
 • Missed opportunities
 • Crime, security, safety and health
 • Credit risk

FINANCIAL STRENGTH 
AND DURABILITY

 • Macro-economic climate
 • Regulatory change and compliance
 • Local authority capability
 • Capacity
 • Missed opportunities
 • Crime, security, safety and health
 • Cyber, IT and information management

PRODUCT RELEVANCE TO 
CUSTOMER EXPERIENCE

 • Regulatory change and compliance
 • Capacity
 • Cyber, IT and information management
 • Crime, security, safety and healthREGULATORY 

COMPLIANCE

 • Regulatory change and compliance
 • Human resource
 • Crime, security, safety and health
 • Cyber, IT and information management

SKILLED HUMAN 
RESOURCES

CSI OUTCOMES

253
education, health and welfare  
organisations supported by 
Tsogo Sun Hotels

GROUP NET  
DEBT:EBITDAR

2.4 times

GUEST  
SATISFACTION

88%

FINES IMPOSED FOR  
BREACHES OF LAW

Nil

VERIFIED  
TRAINING SPEND

5.3%
as a percentage of payroll

The key pillars of our sustainability include 
delivering to our beneficiaries, financial 
strength and durability, maintained product 
relevance to customer experience, 
regulatory compliance and adequately 
skilled human resources. 
In summary, a business has to stay in business to be able to take 
advantage of the commercial opportunities that are presented to it. 
Good businesses fail when they are fragile, inflexible, unethical or 
poorly managed.

DELIVER TO OUR 
BENEFICIARIES

FINANCIAL STRENGTH 
AND DURABILITY

PRODUCT RELEVANCE 
TO CUSTOMER 
EXPERIENCE

REGULATORY 
COMPLIANCE

SKILLED HUMAN 
RESOURCES
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DELIVER TO OUR BENEFICIARIES

Approach
As a responsible corporate citizen with a rich South African heritage, we aim to ensure that a portion of the economic 
benefits of ownership flow to community, charitable or socially beneficial organisations. This is achieved through 
meaningful citizenship programmes and through direct and indirect equity ownership and employment.

DELIVER TO OUR 
BENEFICIARIES

Community development
During the year, the group’s social investment in community 
development amounted to R11 million, all of which is verified 
spend on B-BBEE socio-economic development. This is 
equal to 9% of net profit after tax and represents 8pp more 
than the tourism sector code target.

Tsogo Sun Hotels supports its local communities in 
education, health and welfare through financial donations 
and in-kind contributions (such as venues, accommodation, 
food, linen, furniture, equipment and prize letters). Over the 
past year, Tsogo Sun Hotels supported 253 non-profit 
organisations, schools, homes for the aged, orphanages, 
shelters, hospices and health facilities, and provided relief 
when disasters, such as the KwaZulu-Natal floods, occurred. 

Ongoing tracking of all contributions is conducted to 
evaluate the benefit received by beneficiaries and the 
sustainability of the organisations supported, and to identify 
where emphasis needs to be adjusted for improved results. 

KEY PERFORMANCE INDICATORS

 2020 2019

Black ownership 75% 63%

Value added contribution to black economic 
empowered businesses, previously 
disadvantaged individuals and government R3 075 million R2 624 million

B-BBEE level Level 1 Level 1

CSI outcomes Tsogo Sun Hotels supported 
253 education, health and 

welfare organisations

Tsogo Sun Group’s sports, arts and
 learning academies supported 

30 149 learners(1)

Enterprise and supplier development outcomes Tsogo Sun Entrepreneurs
 programme supported 

162 beneficiaries

Tsogo Sun Entrepreneurs 
programme supported 

259 beneficiaries
(1) Subsequent to the unbundling of Tsogo Sun Hotels in June 2019, the previously reported sports, arts and learning academies including the school 

coding and chess programmes were absorbed by Tsogo Sun Gaming.

2020 performance 
Shareholders
As mentioned in the group overview on page 05, the nature 
of the HCI shareholding is of particular importance as it 
provides the bulk of the 75% broad-based empowered 
ownership at group level. HCI has provided a stable 
shareholder base for a number of years, which has allowed 
the group to grow and take advantage of opportunities. The 
balance of the shareholding is diverse with adequate liquidity.

Community
Tsogo Sun Hotels continues to be committed to uplifting 
and developing communities in need, spending a portion of 
our profits annually on social investment in three primary 
areas, namely community development, entrepreneurial 
development and the natural environment. We effectively 
harness our resources, geographic spread and experience 
to support initiatives that create a lasting and positive impact 
on the communities we operate in. However, with the 
deactivation of the group’s hotels, all community investment 
and sponsorship activities were suspended at the end of 
March 2020. Remote business support continued to be 
provided to registered beneficiaries of the Tsogo Sun 
Entrepreneurs programme during the COVID-19 National 
Lockdown.

.
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Enterprise and supplier development 
Through the Tsogo Sun Entrepreneurs programme, Tsogo 
Sun Hotels develops emerging enterprises with the potential 
to form part of our procurement pipeline. The programme 
currently provides business mentorship, leadership coaching 
and a range of business benefits to 162 enterprises in 
various industries across South Africa. A valuable part of the 
programme is the University of Cape Town’s small business 
management course, funded by Tsogo Sun, in which all 
successfully inducted candidates are enrolled. Some 
success stories of the businesses supported by the 
programme are documented in a series of short films. 
The  series called The Legacy Series is broadcast on the 
Tsogo Sun Entrepreneurs YouTube channel.

Tsogo Sun Hotels’ spend on enterprise and supplier 
development for the year was R4.3 million, of which 
R660 000 was spent on enterprise development beneficiaries 
and R3.6 million on supplier development beneficiaries, 
representing 3.4% of net profit after tax, which is 0.1pp 
below the tourism sector code target.

Tsogo Sun Volunteers 
Tsogo Sun Hotels’ employee volunteer programme enables 
people employed by the group to actively give their time and 

expertise to those living in less fortunate circumstances. 
During the year, Tsogo Sun Volunteers demonstrated caring 
spirits around the country, in big and small ways, identifying 
needs and getting involved in initiatives that uplift the lives of 
others. Campaigns supported included Mandela Day, Reach 
for a Dream Slipper Day, Casual Day, Tekkie Tax Day, the 
CANSA Shavathon and PinkDrive breast cancer education 
and awareness. 

Transformation 
Tsogo Sun Hotels considers itself to be a pioneer in 
transformation and a leader in the empowerment of  
previously disadvantaged individuals, businesses and 
communities in South Africa. The group currently has a 
level  1 B-BBEE contributor status, measured against the 
dti’s revised codes of good practice – tourism sector 
scorecard, and complies with the related guidelines.

The formal verification audits are performed annually by an 
accredited economic empowerment rating agency with the 
consolidated group results for the year ended 31 March 
as follows:

OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued

B-BBEE results
Target score on revised

 codes – tourism 2020 2019

Ownership 27 27.0 27.0
Management and control 19 12.8 12.2
Skills development 20 17.2 18.4
Enterprise and supplier development 40 35.7 38.1
Socio-economic development 5 8.0 8.0
Overall 111 100.7 103.7

Rating level Level 1 Level 1

The group is proud to be a level 1 B-BBEE contributor with 
135% procurement recognition status for 2019 and 2020 
and we have worked hard to implement our empowerment 
strategy to achieve this. The group received 100.7 out of a 
total available 111 points on the tourism sector scorecard. 
Tsogo Sun Hotels’ black ownership is verified at 75% and 
black women ownership is 41%.

Industry bodies 
Tsogo Sun actively participates in business and industry 
bodies such as the TBCSA, the South African Tourism 
Board (‘SATB’), the National Business Initiative,  Proudly 
South African and the Fedhasa. Our participation includes 
management’s time, effort and intellect. The group also 
forms relationships with national and regional tourism 
associations.

Tenants 
The delivery of quality hospitality, dining and conferencing 
experiences is important to staying relevant in our market 
and satisfying our customers’ diverse requirements. With a 
total of 113 tenants across Tsogo Sun Hotels’ various 
properties, tenanting is a core focus area to ensure that our 
guests have access to the best office, retail, restaurant and 
entertainment-related offerings. Revised terms are being 
arranged with the group’s tenants in response to COVID-19 
National Lockdown regulations. These will be assessed and 
adjusted as the situation develops.

Suppliers 
The group has developed long-term, mutually beneficial 
relationships with our suppliers of goods and services. 
Through these supplier relationships, many more indirect 
jobs are created and wealth is generated in the economy. 
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A growing portion of our procurement is centrally managed, 
which allows for enhanced consistency in standards and 
pricing, and closer relationships with our suppliers. 
We  ensure that, as far as practically and commercially 
possible, our operations procure products from vendors 
who are located in the same areas.

Tsogo Sun Hotels encourages diversity in its commercial 
associations, particularly through the involvement of 
previously disadvantaged individuals and local businesses. 
We support black-owned businesses in South Africa through 
a focused procurement strategy. Verified total procurement 
spend on black economically empowered businesses 
amounted to R1.5 billion during the year. The group’s 
B-BBEE score for preferential procurement, which is 
measured within the enterprise and supplier development 
element, is 20.3 out of 25. Our focus areas are procurement 
from black women-owned businesses and further 
opportunities to establish and support enterprise and 
supplier development initiatives through procurement.

An additional procurement consideration is the environmental 
performance of our suppliers, which is considered as part 
of  our procurement criteria during the supplier selection 
process.

In light of the National Lockdown regulations as a result of 
COVID-19 and the deactivation of the hotels at the end of 
March 2020, the group negotiated reduced or extended 
payment terms with major suppliers, particularly those 
providing fixed cost services such as security and lift 
maintenance. Municipal rates and taxes are a material fixed 
monthly cost for the group and, while we currently continue 
to meet these obligations, we are lobbying government 
through industry bodies to grant a deferral or payment 
holiday. Contractual variable costs with suppliers were 
reduced to nil until trading resumes by extending the period 
of the contracts.

Third-party owners 
The group leases hotel properties and manages hotel 
businesses on behalf of third-party owners where it does 
not  own the property or the business. Our significant 
management relationship is with Tsogo Sun Gaming for 
which we manage 17 hotels located within various casino 
precincts. The relationships are mutually beneficial with 
financial returns, access to additional properties for 
Tsogo  Sun Hotels and enhanced returns to the owners 
through our management skill and distribution.

As mentioned in the strategic review on page 10, the 
group  is seeking rent relief from landlords for the period 
of  the lockdown and subsequent low demand periods. 
Negotiations in this regard are ongoing.

Environment 
While our main business activities pose limited risks to the 
environment due to the service nature of the industry, we are 
subject to the general impacts of climate change, as 
evidenced by the severe water shortages in the Western 
Cape in 2018 as well as the recent storm surges that caused 
damage to the Paradise Sun in the Seychelles. The group 
recognises that using natural resources responsibly is 
important to its long-term sustainability. As such, the group 
is committed to reducing the impact that the business has 
on the environment and to encouraging guests to embrace 
greener behaviour for the wellbeing of the environment. 
Environmental management practices are also integrated 
into our operations. The group reports to the CDP and Water 
Disclosure Project as a subsidiary of HCI.

Our efforts to manage our business sustainably serve 
the  interests of our communities and other stakeholders. 
To achieve this, our stated policy and commitment is to:
 • Ensure that, at all times, we identify, evaluate and comply 
with local, regional and national environmental laws and 
regulations applicable to our operations within the areas 
we conduct business

 • Continuously evaluate and manage our environmental 
risks, targets and objectives

 • Actively seek to minimise pollution, emissions and effluents 
emanating from our operations

 • Work towards minimising waste by reducing, reusing and 
recycling programmes and adopting a zero waste policy

 • Strive to reduce consumption of natural resources by 
using energy, gas and water responsibly, and the 
identification and implementation of sustainable energy 
solutions

 • Manage biodiversity through protecting flora, fauna and 
land associated with or impacted by our operations

 • Communicate our policies and achievements openly and 
transparently to our stakeholders

 • Collaborate with our suppliers and business partners to 
actively reduce the environmental impact of our business 
activities

 • Continuously improve and innovate our environmental 
performance standards

 • Annually report on our environmental performance
 • Provide support for the sustainable development of our 
communities

To ensure the objectives of our environmental programme 
are met, a property-specific environmental management 
system is in place at all of our hotels, aimed specifically at 
energy, water, waste management and responsible 
procurement. The system is holistically managed as part of 
the in-house Organisational Resilience Management 
Standard audit process, and is verified by the German 
quality body, DQS-UL Group.
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Electricity consumption creates 95% of scope 1 and 2 
emissions hence its demand-side management remains a 
focus area for the group in reducing emissions. At group 
properties and properties managed by the group, 96% of 
scope 3 emissions from tenants also arise from electricity 
consumption.

Electricity
Scope 2 emissions from electricity consumption at the 
group’s owned properties were 4% down on the prior 
year  at  83 187tCO2e, despite the inclusion of the three 
Sandton Consortium hotels (Sandton Sun, Sandton 
InterContinental Towers and Garden Court Sandton City) 
which were categorised as owned from November 2019. 
Excluding inorganic growth, emissions reduced by 9% on 
the prior year due to ongoing energy-saving initiatives and a 
significant  decrease in trading volumes in the last quarter 
of  the financial year. The installation of energy-efficient 
equipment continues where practical although much has 
been done since 2006. The majority of the consumption 
reductions are as a result of consumption measurement and 
behavioural change initiatives at the properties.

OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued

LPG and natural gas
LPG and natural gas are primarily used for cooking with 
limited space heating and water heating at three properties. 
Scope 1 emissions from the consumption of LPG and 
natural gas decreased by 1% to 2 179tCO2e mainly due to 
reduced trading volumes and the resultant reduced 
restaurant covers during the year. Excluding inorganic 
growth, emissions reduced by 2% on the prior year.

Petrol and diesel – vehicles 
Scope 1 emissions from the consumption of petrol and 
diesel in company-owned vehicles decreased by 15% to 
230 tCO2e due to tight expense control.

Diesel – stationary 
Diesel is utilised for back-up electricity. Scope 1 emissions 
from the consumption of diesel increased by 29% to 
1 546tCO2e due to significant increased load shedding and 
supply interruptions during the year. Excluding inorganic 
growth, emissions increased by 23% on the prior year.

Scope and boundaries of emissions measurement 
Scope 1 and 2 emissions are reported for all owned 
businesses located at properties owned or leased by the 
group in South Africa and offshore, excluding emissions 
relating to tenants. Tenant emissions at owned or leased 
properties, emissions at properties not owned but managed 

Emissions measurement

Total emissions (tCO2e) 2020 2019
% change 

on 2019

% change 
on like-for-like

 portfolio

Scope 1 3 955 3 675 8 5
Petrol and diesel (owned company vehicles) 230 271 (15) (15)
Diesel consumed (owned businesses) 1 546 1 201 29 23
Liquefied petroleum gas (‘LPG’) and natural gas usage 
(owned businesses) 2 179 2 203 (1) (2)
Scope 2 83 187 86 233 (4) (9)
Energy consumed (owned businesses) 83 187 86 233 (4) (9)
Scope 3 69 019 76 101 (9) (3)
Energy consumed (tenants) 37 883 39 890 (5) (5)
Energy consumed (managed properties) 14 229 19 204 (26) (3)
Laundry services (outsourced) 16 273 16 121 1 1
Business travel 634 886 (28) (28)

Total emissions (tCO2e) 156 161 166 009 (6) (6)

by the group, emissions from outside laundry services 
provided to the group and business travel emissions are 
reported in scope 3. Fugitive emissions, mainly from 
refrigerants, were not measured as they are not significant 
and there are no other emissions that are considered 
material.
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Scope 3 emissions 
The 5% decrease in scope 3 emissions from tenants at 
group properties is mainly due to ongoing savings initiatives. 
The 26% reduction in scope 3 emissions from properties 
managed by the group is mainly due to the inclusion of the 
three Sandton Consortium properties for only seven months 
prior to being transferred to owned. The group utilises 
outsourced laundries at the majority of its owned and 
managed properties. Scope 3 emissions from laundry 
services were 1% up on the prior year consumption.

Water 
Although supply interruptions due to poor municipal 
infrastructure continue to increase and medium-term water 
shortages are probable, the group does not have company-
specific water risks. Contingency plans for the hotels in 
Cape Town, such as reverse osmosis of brackish water and 
boreholes with water treatment plants, are in place. However, 
realistically, a solution must be provided on an industrial 
scale by government as there is little point in the hotels 
having access to potable water if the region does not. The 
majority of the group’s properties are in urban areas and use 
potable water provided by local municipalities (85% of 
consumption). Two resort properties use surface water for 
irrigation and two resort properties are fully reliant on river 
water. Water consumption at the group’s owned properties 
increased by 4% to 1.4 million kilolitres during the year, 
mainly due to the inclusion of the Sandton Consortium 
properties offset by ongoing conservation and reduction 
measures at all properties.

Waste management 
Our efforts to divert waste from landfill are in progress at 
most of our properties. These efforts include focusing on 
staff training and partnering with waste contractors who are 
committed to zero waste to landfill practices. In this regard, 
a trial project was conducted at a number of units with a 
system that uses a combination of enzymes and probiotics, 
resulting in the diversion of a significant amount of food 
waste to composting. All four-star and five-star guest 
amenities, such as bottled shampoos, conditioners and 
body washes, were also changed to 100% reground 
polyethylene terephthalate bottles, which are 100% 
recyclable. The reduction of waste starts with the purchasing 
policy, which will be under consideration in the following 
year, along with encouraging tenants at our properties to 
participate in our waste reduction and diversion from 
landfill strategy.

Biodiversity 
The majority of our properties are in urban areas and are 
therefore not in close proximity to sensitive environments. 
There are four resort properties in rural environments where 
management of biodiversity is more important and no new 
facilities were developed at these properties during the year. 
The properties have programmes in place to remove alien 
vegetation and, where applicable, this is replaced with 
indigenous plants.

Environmental education 
As part of our efforts to be a good corporate citizen, Tsogo 
Sun Hotels encourages local communities to adopt a 
responsible attitude towards the use of electricity and water 
and the management of waste. The group also champions 
opportunities to inform people about the importance of 
reducing their impact on the environment by organising 
clean-ups, tree planting and urban improvement projects.

During the year, Tsogo Sun Hotels partnered with the Miss 
Earth South Africa leadership development programme, 
which works to raise awareness and educate young 
South  Africans about environmental issues. Through this 
partnership, about 180 different schools in underdeveloped 
areas across South Africa were engaged on subjects of 
environmental responsibility, climate change, food security 
and the green economy.

Looking ahead 
Community development 
Once normal trading has resumed, Tsogo Sun Hotels 
intends to continue supporting local communities in 
education, health and welfare through financial donations 
and in-kind contributions (such as venues, accommodation, 
food, linen, furniture, equipment and prize letters), and to 
monitor the impact thereof by tracking donations and 
measuring their benefits.

Enterprise and supplier development 
The group’s enterprise and supplier development 
programme, Tsogo Sun Entrepreneurs, will continue to 
actively address the need for business development support 
for emerging South African enterprises. With the one-year 
development course, the entrepreneur of the year 
award,  provincial supplier showcase exhibitions, the 
annual entrepreneurs’ conference, The Legacy Series and 
the alumni mentorship programme as its framework, the 
programme is well positioned to continue to serve 
the group’s needs as well as those of the entrepreneurs that 
it supports, once normal trading resumes.
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Transformation 
The group has met its target of achieving a level 1 B-BBEE 
contributor status for the fourth consecutive year and the 
future intention is to maintain this performance in the year 
ahead. We intend to do this through continued focus on all 
areas of empowerment, specifically where we have not yet 
exceeded the targets, such as in the elements of employment 
equity and skills development. From an operational point of 
view, this will involve paying close attention to maintaining 
the diversity of our workforce, developing their skills and 
those of potential new employees.

Environment
The focus during the year will continue to be on ensuring 
that the energy and water consumption management 
programmes remain in place with the objective of reducing 
consumption year on year, excluding the impact of increased 

capacity or additional operations. Through environmental 
education, the group will continue to influence stakeholders, 
such as communities, employees and customers, to take 
responsibility for their impact on the environment and 
positively change their behaviour by communicating about 
topics such as climate change. 

The group is working towards minimising waste to landfill. 
Our focus during the 2020 financial year was on identifying 
partners who can assist in achieving this. We will continue to 
work on understanding our waste streams and identifying 
those that can be eliminated through our green purchasing 
policy, which is in progress. During the coming year, our 
attention will be on optimising separation at source in 
kitchens and bars through employee education along with 
upgrading waste collection areas.

OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued

Tsogo Sun Citizenship

Tsogo Sun Hotels supports its local communities in education, 
health and welfare through financial donations and in-kind 
contributions. During the year, the group supported 253 non-
profit organisations, schools, homes for the aged, orphanages, 
shelters, hospices and health facilities, and provided relief 
when disasters occurred.

The Tsogo Sun entrepreneur of the year award winner for 
2019/2020 is Tych Business Solutions, owned by Belinda 
Francis who received R100 000 from Tsogo Sun as a 
contribution towards her company’s newly established 
division, which provides employment opportunities to people 
with disabilities.

Environmental responsibility and the green economy are 
fundamental to Tsogo Sun Hotels’ philosophy of citizenship. 
Through the group’s environmental education programme, 
thousands of school children are taught to care for the planet 
and live in harmony with their natural surroundings.

Tsogo Sun Hotels encourages its people to give back to our 
communities by donating time to the many causes that 
the  group supports. Through the Tsogo Sun Volunteers 
programme, employees participate in diverse projects that 
range from assisting at welfare shelters to organising beach 
clean-ups.

CARING ACROSS COMMUNITIES

TSOGO SUN ENTREPRENEURS

TSOGO SUN ENVIRONMENT

TSOGO SUN VOLUNTEERS
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FINANCIAL STRENGTH AND DURABILITY

It is important to ensure that the capital structure of the group is appropriate so that the business survives through 
economic cycles.

Cyclical variations in macro-economic conditions are particularly relevant in the hotel industry, which is regularly in a 
state of undersupply or oversupply. To withstand the impacts of these cycles, the hotel group aims to ensure that debt 
is used prudently.

Approach 
Debt levels are managed using the leverage ratio (net debt:Ebitda) and the group ensures availability of sufficient credit 
facilities with long-term maturities, providing additional liquidity in the event of a deterioration in economic conditions.

FINANCIAL STRENGTH 
AND DURABILITY

Net debt:Ebitda as at 31 March 2020 was 3.2 times and 
1.3 times for Hospitality and Tsogo Sun Hotels respectively 
with total unutilised net facilities (including available cash on 
hand) of R1.7 billion. The weighted average number of years 
to expiry of the debt facilities (including 364-day revolving 
credit facilities) was 2.9 years.

Looking ahead 
The inability to generate revenue during lockdown, together 
with the expected slow recovery once the hotels can open 
and operate, made it clear the group will not be able to meet 
its covenant requirements in terms of its funding agreements 
for the measurement period 30 September 2020 and 
possibly 31 March 2021. Following negotiations with 
lenders, the group has secured:
 • The waiver of its covenant requirements for the 
measurement period 30 September 2020 with the request 
for waiver of 31 March 2021 to be considered after 
30 September 2020

 • The capitalisation of bank funding interest to the group’s 
revolving credit facilities until 30 September 2020

At the date of the annual financial statements, the lenders 
are not able to provide waivers on the minimum covenant 
requirements for the measurement period ending 
31  March  2021. This will only be considered after 
30  September 2020 and management has no reason to 
believe that the necessary waivers will not be granted. 

KEY PERFORMANCE INDICATORS

 

2020
Hospitality

2020 
Tsogo Sun 

Hotels

Net debt:Ebitda (times) 3.2 1.3
Unutilised net facilities (including available cash on hand) (Rm) 691 971
Weighted average expiry of debt facilities (years) 3.2 2.6

Net debt hedged through fixed interest rate swaps (%) 71% –

2020 performance 
Net interest-bearing debt 
Interest-bearing debt net of cash at 31 March 2020 totalled 
R3.3 billion, which comprises R2.6 billion debt funding 
in  Hospitality and R1.4 billion US Dollar denominated 
debt  funding in the offshore operations, offset by cash of 
R722 million group-wide. 

Interest rate and currency risk management 
The hotel group has hedged a significant proportion of debt 
facilities in Hospitality to maturity to lock in the low interest 
rate environment prior to the advent of COVID-19. However, 
the US Dollar denominated offshore debt facilities were 
unhedged from an interest rate perspective as hedging was 
measured on the group as a whole, and from a currency 
perspective due to the nature of the cash flows in the 
underlying operations. As at 31 March 2020, 49% of 
combined group net debt was hedged through fixed interest 
rate swaps. The weighted average effective interest rate for 
the year was 8.1%.

Currency illiquidity in Nigeria has restricted the ability to 
settle the US Dollar denominated loans but sufficient hard 
currency is received to settle interest on the debt. Offshore 
cash at year end was held approximately 76% in US Dollar, 
11% in Nigerian Naira and 6% in Mozambican Metical with 
limited other local currency deposits.
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PRODUCT RELEVANCE TO CUSTOMER EXPERIENCE

To provide the variety and quality of experiences expected by our clientèle at the appropriate price points, we need to 
constantly monitor and invest in:
 • Physical product that caters to the customer, including hotel operating equipment, major and minor hotel 
refurbishments, and mind and mood infrastructure to enhance customer experience

 • Technology that works for the customer and makes the product work, including guest facing and back of house 
hospitality systems for in-house facilities and reservations, channel and customer relationship management

 • Accessibility that allows the customer to use the group’s products with minimal barriers to entry, including physical 
facilities as simple as sufficient parking, accessibility for mobility impaired guests, easy access to reservation systems 
and personnel for trade and individual buyers, and easy access to information on the group’s products

 • Branding that is critical to the way in which the group is viewed by its current and prospective customers

PRODUCT RELEVANCE TO 
CUSTOMER EXPERIENCE

OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued

We believe that our properties offer a superior experience 
compared to our peers and other leisure activities. In order 
to preserve our market position and to attract existing and 
new guests to our hotels, we intend to continue our 
disciplined programme of investment to continually refresh 
the offerings and décor of our facilities. There were no 
material deviations from the relevant brand standards during 
the period under review.

Product development 
Development of hotel real estate is a critical component of 
the business and our plans for organic growth. Over the 
past four years, approximately R1.4 billion was invested in 
the refurbishment and maintenance of the group’s existing 
hotels, excluding the acquisition of new properties. 
However, as part of our COVID-19 action plan, the group 
has suspended all capex with only emergency capex and 
repairs and maintenance to be considered in order to 
preserve cash.

The ability to develop and maintain relevant physical 
products is a key competency required in the business 
and  the selection, construction and ongoing property 

KEY PERFORMANCE INDICATORS

 2020 2019

Rewards club membership contribution to hotel revenue 36% 35%
Guest satisfaction – hotels 88% 88%
Hotel property brand audits No material deviations 

from brand standards
No material deviations 
from brand standards

Hygiene audits No significant issues noted No significant issues noted

Maintenance capital spend R366 million R384 million

2020 performance 
Product relevance 
In order for us to deliver the hospitality, dining and eventing 
experiences that our customers desire, it is important that 
our physical product and service delivery are relevant to our 
customers at appropriate price points, are consistent in 
standard and delivery, provide the variety and quality of 
experiences that will encourage repeat visits and simplify 
how our customers do business with us. Consumer 
expectations range from technology preferences to the look 
and feel of the physical product, the location of buildings, 
concepts for restaurants, bar offerings and travel patterns. 

The group seeks to respond dynamically to changing trends, 
refreshing hotel offerings to reflect contemporary tastes and 
embracing new technologies that will improve customer 
experience. We have therefore committed to significantly 
investing in the regular maintenance and refurbishment 
of  our properties to keep experiences attractive and 
relevant  to our customers. We maintain a rolling five-year 
capex planning system to identify hotels requiring minor and 
major refurbishment as well as plant and infrastructure 
replacements.
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maintenance of locations are the core skills required. Key 
personnel are employed on a permanent basis to deliver 
these core skills that safeguard and mentor this knowledge. 
These skills are augmented by a network of experienced 
professionals who have worked with the business for a 
number of years but who are regularly supplemented with 
new professional firms with the objective of introducing 
change and fresh ideas to established methods, concepts 
and systems.

Information Technology
The IT strategy, governance processes and all decision 
making form part of a coordinated and integrated process 
across relevant business functions. All strategies and 
decisions are developed in a collaborative manner with the 
business and are based on the demands of the industry we 
operate in. In most areas, we continue to utilise third-party 
packaged solutions, which are industry-specific, but have 
also developed numerous in-house applications and 
integrations to differentiate our service offerings. We believe 
suppliers are, in general, better positioned to carry out 
research and development and keep pace with industry 
changes and the rapid evolution of technology. However, we 
position ourselves to actively influence application 
development direction through direct participation and 
collaborative design with our suppliers. This approach 
optimises our technology investment and reduces 
redundancy. Due to continuous and responsible IT 
investment over the past few years, there are no legacy 
system issues. Our systems remain current and are all fully 
supported by relevant vendors and/or in-house staff.

The cloud property management system and booking 
engine, Mews, which was introduced in the SUN1 portfolio 
of hotels in 2018, has enabled far more integrated and 
simplified management and lends itself very well to the 
brand’s limited on-site staff complement. The solution also 
supports a self-service environment for the guest and limits 
contact with individuals in the hotels, where it has added 
value. It is now being considered as an opportunity for other 
brands in our portfolio. 

The group’s digital platform continues to enable better 
customer engagement, relationship management and 
business management. The broadband Wi-Fi operating 
model was adjusted to take advantage of cost-saving 
opportunities and now offers uncapped bandwidth to 
guests, while still being a managed solution.

A cloud-based PABX (telephone solution) is being introduced 
as the traditional PABX’s reach the end of their lifespans. 
This cloud-based solution supports the group’s efforts to 
minimise its environmental impact by replacing the old 
PABXs’ electricity consumption and footprint. 

During the year, the group continued to make strides in the 
centralisation of its other systems, working towards hosting 
systems centrally, either on premises or in the cloud, which 
remains our preferred strategy. In this regard, the group 
now  makes use of an online Microsoft 365 environment. 
In addition, a new payroll solution was introduced, namely 
Payspace, that is cloud-based and encourages employee 
self-service activities.

The group remains active with all major vendors to ensure 
they meet our needs and those of our guests, and to protect 
our investment. We directly engage with these key suppliers, 
defining new requirements and determining priorities.

The processing and protection of all sensitive and personally 
identifiable information is a global priority, and we will 
be challenged by threats posed by the cyber underworld. 
Our environment requires major emphasis on information 
security, privacy, security, data protection, resilience, 
reliability and compliance with all relevant regulations. We 
have made significant progress in this area and have 
company-wide firewall and email/web protection solutions 
in place. Meeting international standards and local 
requirements remains an ongoing priority.

Our core technology differentiator is the manner in which we 
utilise and integrate the relevant features of our systems to 
streamline and optimise our operations and enhance 
customer experience.

Tsogo Sun brand portfolio management 
The brand essence of ‘creating great experiences’ has 
become synonymous with brand delivery across the Tsogo 
Sun Hotels family of brands.

The clear categorisation of the brand portfolio enables 
ease  of decision making in operations, particularly when 
considering the introduction of new brands. An exciting new 
select service hotel brand, hi Hotels, was introduced to the 
portfolio during the financial year with the first property, 
hi  Monte, having opened at the Montecasino precinct in 
February 2020.

The integration of digital marketing with traditional marketing 
continued during the year and has resulted in the delivery of 
more consistent messages across the different channels 
and clearer, more seamless communication with customers.

The investment in the sunburst symbol continues to pay 
off  with strong recognition and recall from the group’s 
stakeholders.
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Customer satisfaction 
The dynamic environment in which the group operates has 
resulted in a shift in the way brand reputation is managed. 
The group has welcomed the increase in customer 
interaction on digital platforms and has formalised a way of 
monitoring and managing online conversations.

Post-visit surveys remain an important channel to understand 
the voices of over 10 000 customers per month. The 
management of the survey data continues and it has allowed 
the business to gain deeper insights into understanding 
customer preferences and behaviour. This feedback is used 
to ensure optimal operational delivery.

Low-scoring statements are identified as burning issues and 
specialist project groups address them as a business 
priority. The overall guest satisfaction score measured 
through post-stay guest surveys averaged 88% (2019: 
88%). The overall guest satisfaction score measured through 
online third-party review sites was 86% (2019: 85%).

The popularity of our brands and products, and the overall 
level of guest satisfaction demonstrated through these 
percentages, correlate with the high levels of engagement 
across various online and social media platforms used by 
Tsogo Sun Hotels to engage with members of the public 
comprising existing guests and prospective customers:
 • Tsogosun.com – 1.2 million+ visits per month  
(2019: 1.1 million+ visits per month)

 • Facebook – 1 052 495 likes (2019: 999 029)
 • Twitter – 52 342 followers (2019: 49 751)
 • Instagram – 82 400 followers (2019: 35 400)

However, in light of the COVID-19 restrictions on travel and 
the lockdown regulations, we anticipate a decline in these 
figures in the coming year.

Customer rewards programme 
The Tsogo Sun Hotels rewards programme with SunRands 
currency is designed to encourage relationships of mutual 
value with customers by giving SunRands benefits to 
cardholders. The programme provides the group with 
information about trends across our customer base that 
enables us to improve our offering in response to changing 
consumer behaviour, and to meet the demands of active 
rewards programme members more effectively.

During the year, the focus areas were: growth in rewards 
programme membership, database hygiene, data profiling, 
bonus SunRands and e-vouchers for tactical, revenue 
driving promotions, and the targeted use of custom audience 
matches via digital media platforms.

As the group deactivated its hotels at the end of March 2020, 
customers were engaged on a by-exception basis and their 
preference was for bookings to be postponed rather than 
cancelled. SunRands expiries were suspended until normal 
trading resumes. Tiering upgrades are still provided but tier 
changes  were suspended so that loyalty programme 
members could increase their points when hotels are 
reactivated after lockdown.

Rewards programme segmental analysis 
Tsogo Sun Hotels had 164 347 active rewards cardholders 
during the year. The contribution to total hotel revenue for 
the year from active members of the rewards programme 
was 36%.

Earning criteria per segment, which was unchanged since 
the programme was introduced in 2014, was reviewed for 
Black and Platinum members during the year and therefore 
results for these two segments reflect a decrease since the 
previous year, while the Gold segment reflects an increase.

OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued

Rewards programme segment

2020
% active

customers

2020
contribution

%

2019
% active

customers

2019
contribution

%

Black 4 8 6 10
Platinum 11 9 14 10
Gold 85 19 80 15

Total 100 36 100 35
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Guest and employee safety 
Tsogo Sun Hotels recognises that the health, safety and 
wellbeing of customers and employees are of paramount 
importance. Life safety equipment and procedures are 
maintained at the highest quality and compliance at all our 
facilities. Compliance with best practice in life safety, health, 
hygiene and fire protection is a non-negotiable element of 
our management systems.

Each property undergoes rigorous safety inspections as part 
of the Organisational Resilience Management Standard 
audit process, and deviations from the agreed standards 
and incidents and events are reported and resolved. 

All Tsogo Sun Hotels, including outsourced restaurants, 
undergo an independent audit every second or third month, 
which covers food safety practices and compliance to the 
group’s standard, as well as legislated elements. Temperature 
control, personal hygiene, good manufacturing practices, 
product traceability and storage, cleaning programmes and 
pest control are included. Audits are strictly unannounced 
and include surface swabs, hand swabs and food samples, 
which are selected at random during the audits and 
assessed for micro-biological quality. No significant issues 
were noted.

While Tsogo Sun Hotels has always maintained the highest 
standards of cleanliness and hygiene, the group intensified 
these practices as a result of COVID-19, and the related 
health and safety regulations have been in place since March 
2020. Special operating procedures were introduced 
together with specific protective measures for guest and 
employee safety. These were implemented with stringent 
COVID-19 protocols enforced and comprehensive training 
provided to employees in line with guidelines and 
hygiene  policies of the WHO, the  South African National 
Department of Health and the National Institute for 
Communicable Diseases.

The group’s far-reaching health and safety measures 
have  included monitoring all guests and employees 
through  records and temperature screening, providing 
personal protective equipment to all employees, enforcing 
social distancing, providing hand sanitisers, maintenance of 
intensified hygiene and cleanliness regimens, and strict food 
handling procedures. All employees  are trained in basic 
protective measures required  as a first defence against 
COVID-19 in line with WHO recommendations. Protocols 
and procedures are in place should there be a suspected 
case among guests or employees at any of the group’s 
properties.

Looking ahead 
Customer rewards programmes 
Database growth, repeat visits and incremental spend will 
remain a core focus of the Tsogo Sun Hotels’ rewards 
programme. Data profiling will also remain a priority to 
improve our understanding of customer behaviour and 
purchasing patterns. Attention will also be paid to the 
protection of data, and alignment with local and international 
legislation and standards. 

Information Technology
During the coming financial year, a number of cost efficiencies 
and legislative and enhanced service initiatives will be 
deployed, namely:
 • Implementing an Amazon Web Service monitoring solution 
on our guest internet access points to improve the 
customer experience and provide world-class support of 
guest Wi-Fi solutions

 • Maintaining the customer information system, which 
supports the GDPR and POPIA requirements. Further 
to  this, we will continue working on business and 
IT processes to ensure compliance

 • Deploying a new business intelligence solution and 
dashboard that incorporates additional operational 
measurements that are fit for purpose across a range 
of disciplines

 • Further adoption and migration of IT solutions to the cloud 
that enable improved security and meet legislation 
requirements

 • Further improvement of our information security maturity 
and implementing policies to support a best practice 
framework

 • Continuing with the strategy of PABX in the cloud and 
on-net telephone service to reduce telephony costs
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OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued

REGULATORY COMPLIANCE

A strict culture of compliance is applied to all aspects of the group’s business, including areas as diverse as hospitality 
hygiene, liquor licences, fire and life safety regulations, corruption, insider trading and competition law. Despite the 
significant cost involved, we treat compliance as a necessary investment and not an unavoidable cost, and recognise 
that compliance yields benefits such as an enhanced financial and operational internal control environment.

The South African regulatory environment continues to become more complex with the ongoing introduction of new 
legislation, rulings, practices and policies. The advent of COVID-19 has further complicated this landscape with 
numerous directives and practice notes released by the JSE, providing guidance to issuers on enhanced financial and 
qualitative disclosures relating to the impact of COVID-19 for the protection of investors and other stakeholders. The 
group continues to comply with these guidance notes where relevant. 

The main regulatory impact on our business as a result of COVID-19 is due to the health and safety regulations 
introduced by government. With our culture of high customer health and safety standards, the group is well placed to 
comply with these regulations and worked closely with government and the TBCSA to develop health and safety 
protocols for the tourism industry as a whole. As we already have a high level of compliance in this area, the 
implementation of these protocols is not expected to require material capex spend.

REGULATORY 
COMPLIANCE

KEY PERFORMANCE INDICATORS

 2020 2019 

Fines imposed for other regulatory breaches Nil Nil
Fines imposed for breaches of law Nil Nil

2020 performance 
Regulatory compliance 
The South African trading environment is highly regulated 
and compliance with regulations is critical to our licence to 
trade. The broader trading environment is becoming 
increasingly complex and is governed by legislation and 
policies, most of it relatively new, relating to competition, 
customer protection, privacy, environmental, health and 
safety, money laundering, B-BBEE and labour issues. 
A number of statutes provide for monitoring and enforcement 

by regulatory bodies. The audit and risk committee is 
updated with all material changes to legislation and 
regulations twice a year and the board is updated quarterly. 

Tsogo Sun Hotels complies with all applicable legislation 
in  all countries in which it operates and, where possible, 
builds  constructive relationships with regulatory bodies. 
There were no significant breaches of any legislation and no 
significant fines imposed during the year.
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SKILLED HUMAN RESOURCES

People are at the core of delivering a Tsogo Sun Hotels experience, both front and back of house.

At guest level, we do not sell a system or manufacture a physical product for resale. Every aspect of the business, from 
dining at the restaurants to the check-in and check-out at the front desk, requires an interaction with people of the 
group. A pool of qualified, trained and talented people is required to deliver these experiences, supported by 
empowered management and relevant support services.

At corporate level, the group relies on executives and managers who can identify and manage both risks and 
opportunities and implement appropriate responses. These individuals, senior and junior, need to apply long-term 
thinking and avoid quick and unsustainable fixes. 

In order to attract and retain the appropriate talent pool, the group needs to ensure that all aspects of the employee’s 
experience, including but not limited to, remuneration and incentivisation, are properly structured.

SKILLED HUMAN 
RESOURCES

2020 performance 
Human capital management 
We believe that the sustainable growth of our group depends 
as much on our people as it does on our operational 
expertise. Our employment policies are designed to 
empower and develop employees, and create an 
environment in which each employee can perform and grow 
to his or her fullest potential. We also strive to attract and 
retain the highest calibre staff while, at the same time, 
redressing historical imbalances where these might exist. 

Job creation and employee stability 
The group contributes approximately 6 596 direct jobs and 
11 358 combined direct and indirect jobs (including 4 762 
contract staff employed by third-party providers comprised 
predominantly of security, cleaning and landscaping 
services) where our operations are situated in South Africa.

Staff resignations reduced to 8.7% (2019: 8.9%), which 
remains at an acceptable level for the hospitality industry, 
and is testimony to the favourable employee engagement 
and values-based leadership approach across the group.

As mentioned in the strategic overview on page 10, the 
severe impact of COVID-19 and the national state of disaster 
are expected to directly affect the group’s human capital, 
and its ability to sustain jobs and provide stability for 
employees.

Tsogo Sun Hotels consulted with employees ahead of the 
lockdown in March 2020 in order to reach an agreement on 
the terms and conditions applicable to a temporary layoff 
and/or reduced working time and subsequently, at the end 
of March, a skeletal operating structure was established. 
Employee remuneration was supplemented with the UIF 
TERS funds. The necessary adjustments to the basis of the 
layoff will be reviewed against operational requirements as 
developments unfold.

Employee development 
The total value of both in-kind and financial training spend 
for the year is R103 million, which at 7.5% of payroll, has 
increased from the prior year. The group spent R90 million 
on training and development initiatives provided to black 
people during the year, which is 6.6% of payroll. Verified 
B-BBEE spend measured against the national black 
economically active population amounted to R72 million. 
This is the equivalent of 5.3% of payroll. The group’s B-BBEE 
score for skills development is 17.3 out of 20. In the year the 
group employed 1 070 people on learnerships and provided 
582 unemployed people with learnership opportunities. Of 
the unemployed people on learnerships, the group employed 
59 people after they had completed their training.

KEY PERFORMANCE INDICATORS

 2020 2019 

Management and control (revised codes) score 12.8/19 12.2/19
Verified training spend as a percentage of payroll 5.3% 5.1%
Staff resignations 8.7% 8.9%
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The group continued to ensure that the training of employees 
was aligned to the needs of the business, thereby 
contributing to improved performance in line with the 
business strategy. Management and leadership development 
programmes, coaching and mentoring programmes, job 
rotation and job shadowing were some of the many solutions 
used to develop talent for future roles across all levels of 
management. These opportunities for development and 
growth within the organisation were key contributors to 
improved performance and employee retention, especially 
within supervisory and management levels. Our online video 
learning platform provided employees with access to training 
at their convenience with assessments and sign off on full 
courses available in this way. The variety of learning offered 
provided opportunities for employees to build their curricula 
vitae (‘CVs’) and career paths. The group’s accreditation as 
a training provider enabled it to develop and provide new 
learning programmes that improve the skills of employees 
and unemployed people in communities. With a focus on 
youth employment, Tsogo Sun Hotels has continued to 
support work integrated learning in the industry, ensuring 
learners could complete the practical component of their 
formal learning programmes, including Technical Vocational 
Education and Training qualifications, certificates, diplomas 
and bachelor of technology while gaining relevant work 
experience for future employment. Bursaries were given to 
BTech students to ensure that, after their graduation, they 
stay on to complete higher level qualifications.

Employee engagement 
The group’s employee engagement programme, called 
livingTSOGO, reflects the values, culture and behaviours 
common to the business. Employees participate in the 
components designed to bring the values to life, including 
livingTSOGO World, which incorporates the group’s 
induction programme, and livingTSOGO Moments, which is 
a peer voting system that provides recognition and rewards 
employees for living the values. At the end of 2019, annual 
regional awards were presented to employees who received 
the most votes. During the year, a group of employees 
across levels, brands and departments worked to 
reinvigorate and update the values system. Through this 
process, 1 000 employees were engaged and had the 
opportunity to provide input into the values’ behaviours 
and symbols.

In response to COVID-19 and its impact on our employees, 
Tsogo Sun Hotels provided comprehensive modules that 
employees could access remotely through our digital 

learning platform to keep informed and safe. Where staff are 
employed at properties repurposed for use as isolation and 
quarantine facilities, and to provide accommodation for 
health and essential workers, comprehensive training is 
provided and strict safety rules are adhered to. In preparation 
for re-opening, together with the implementation of strict 
health protocols and control measures, the group provides 
special training to employees to ensure that they are properly 
equipped to perform their duties in the circumstances.

Employee wellness 
Tsogo Sun Hotels seeks to find ways to help our employees 
to manage their health and this past year the company 
hosted health programmes, ranging from running groups 
and exercise classes to preventative medical screening 
initiatives. These are in addition to the formal structures in 
place to support our healthy workforce such as employee 
clinics at certain properties, an employee assistance helpline, 
wellness days and executive medicals.

The Tsogo Sun Group Medical Scheme responded swiftly to 
COVID-19, ensuring members and their beneficiaries receive 
the appropriate level of cover and communication.

The company published a COVID-19 human resource policy 
to inform behaviour and safeguard our people’s health in the 
workplace when business resumes.

Health and safety 
The hospitality industry is a safe environment relative to 
many other industries. Tsogo Sun Hotels’ properties undergo 
rigorous safety inspections as part of the Organisational 
Resilience Management Standard audit process, and 
deviations from the agreed standards, as well as incidents 
and events, are reported and resolved. 

No employee fatalities as a result of health and safety 
incidents occurred at any of our properties during the year. 
The average lost-time injury frequency rate decreased to 
1.53 (2019: 1.55). This equates to the number of injuries that 
renders an employee unfit for duty for one shift or longer per 
200 000 hours worked.

Unions 
Tsogo Sun Hotels recognises the right to freedom of 
association of employees and we recognise that collective 
bargaining forms an integral part of labour relations. Of 
the  6  596 employees in the South African operations, 
5 412 employees are eligible to join a union and 816 (15.1%) 
are members of a union.

OUR STRATEGY IN ACTION continued

SUSTAINABILITY STRATEGY IN ACTION continued
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We endeavour to maintain transparent and constructive 
relationships with our employees and to encourage a 
culture of engagement within the business. In addition, the 
consistent approach we have applied to determining 
annual increases over many years, including during times of 
economic downturn, has resulted in a low level of industrial 
action over the past decade.

Employment equity 
The principles of empowerment and diversity are entrenched 
in the ethos of Tsogo Sun Hotels. The table below reflects 
our employment equity and includes South Africa only. 
It excludes the approximately 4 762 contract staff employed 
by third-party service providers and 1 076 staff employed 
outside of South Africa.

Permanent employees work full-time or on a flexible roster 
according to business levels, and are guaranteed a minimum 
number of hours of work per month. Operational support 
staff generally work on a flexible roster according to business 
levels and have no guaranteed hours.

The overall percentage of female employees is 55.6% of the 
workforce (2019: 55.0%). 

We ensure that our workforce reflects our focused 
employment equity philosophy. In this regard, in accordance 
with our verified management and control B-BBEE results, 
black representation is 28% at senior management level, 
53% at middle management level and 76% at junior 
management level. The representation of black employees 
throughout the group is 91%.

The main challenges in employment equity remain in the 
areas of executive, senior management and black disabled 
employees. We will continue to focus on facilitating and fast 
tracking the development of our employees’ skills, enabling 
our development pipeline.

Looking ahead 
Employee development 
Focus will continue to be placed on growing employees 
within the organisation and equipping them with skills to 
improve performance and develop their careers as well as 
making continued efforts to nurture leadership potential. 
During lockdown all learning has been offered digitally and 
this focus will continue as online learning allows for cross-
training and learning exposure across all levels. Employees 
can access all modules available on the platform and 
receive  certificates on completion of courses. Managers’ 
coaching remains a focus to ensure managers facilitate 
growth of their team members to assist them to reach their 
full potential in performance.

Employee engagement 
Monthly recognition of employees through livingTSOGO 
Moments is ongoing, even during lockdown with limited 
hotels open. As part of the preparation for training required 
in order to properly and safely open hotels post lockdown, 
the group has provided a module on the livingTSOGO 
digital platform to re-engage employees returning to work 
and to encourage them to recognise their colleagues for 
living the values.

South African male South African female Foreign nationals
Employees African Indian Coloured White African Indian Coloured White Male Female Total

Permanent
Executives and 
management 163 62 33 140 179 68 58 153 19 2 877
Supervisory  
and skilled 808 94 88 46 972 125 158 116 15 10 2 432
General 226 8 16 4 103 7 19 3 4 1 391

Operational 
support
Executives and 
management – – – 1 – – – – 1 – 2
Supervisory  
and skilled 464 10 15 5 682 11 23 6 10 4 1 230
General 640 1 29 6 921 4 33 2 18 10 1 664

Total 2020 2 301 175 181 202 2 857 215 291 280 67 27 6 596
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OUR STRATEGY IN ACTION continued

GROWTH 
STRATEGY 
IN ACTION

We know that businesses are valued as the 
present value of the future cash flows that can 
be generated by its assets and other capitals. 
While all the capitals we use are required to 
generate value, we use growth in cash flow as 
the true measure of growth for our business 
over time.
Growth in cash flow over time is generated through the optimal operation of 
the group’s capitals (organic growth), and building the tangible and intangible 
asset base of the group through developing and acquiring new businesses 
(inorganic growth). It is only with sustainable and growing cash flows that a 
business can hope to create value for the organisation, its stakeholders and 
society, and thereby achieve a multitude of additional benefits such as 
increased levels of employment and meaningful social contributions.

ORGANIC GROWTH

INORGANIC GROWTH

GROWTH

ORGANIC GROWTH

INORGANIC GROWTH

2016 2017 2018 2019 2020
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* South African hotel industry based on STR Global statistics.
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HOTELS REVENUE BY NATURE (%)
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MATERIAL RISKSKEY PILLARS

 • Macro-economic environment
 • Crime, safety, security and health
 • Portfolio management and product relevance
 • Capacity
 • Local authority capability

 • Missed opportunities

INVESTMENT ACTIVITY 
EXPENDITURE OF

R211 million

FREE CASH FLOW AT

R484 million
17%
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ORGANIC GROWTH

Hotels have high levels of operational gearing due to substantial levels of fixed operating costs. The major driver of 
long-term organic growth will arise from maximising the revenue generated from the group’s asset base in all macro-
economic circumstances.

Operational overheads must be reviewed and measured for efficiency and to ensure each Rand spent is either in 
support of the objective of sustainability or growth.

Segmental operating performance

Income(1) Ebitdar(2)(3) Ebitdar margin

Year ended 31 March
2020

Rm
2019

Rm 
2020

Rm
2019

Rm 
2020

%
2019

% 

Manco 266 289 154 171 58 59
Rental income – 
Hospitality(5) 310 337 310 337 100 100
Internally managed 3 501 3 329 787 839 22 25
Coastal 1 885 1 906 463 505 25 26
Inland 1 344 1 150 262 253 20 22
Other(6) 272 273 62 81 23 30
Offshore 569 605 101 144 18 24
Internal  
management fees(4) (183) (181) – – – –

4 463 4 379 1 352 1491 30 34
(1) All revenue and income from hotel operations is derived from external customers. No one customer contributes more than 10% to the group’s 

total revenue.
(2) Refer to reconciliation of operating profit to Ebitdar on page 114.
(3) The adoption of IFRS 16 had no significant impact on Ebitdar.
(4) Included in Manco.
(5) Subsequent to the company’s listing, the CODM refined its assessment of the operational segments to allow for comparability. The CODM now 

reviews rental income net of rates and taxes expensed by the lessor for segmental reporting purposes. Rates and taxes of R10 million relating to the 
2019 financial year were reallocated from Manco to rental income.

(6) Internal management fees amounting to R13 million and relating to the 2019 financial year were reallocated from ‘internally managed – other’ to 
‘Manco’. This was done to ensure comparability and that the Ebitdar of the internally managed hotel properties is consistently reported post-
management fees.

ORGANIC GROWTH

KEY PERFORMANCE INDICATORS

 2020 2019 

Organic income (reduction) (3%) (1%)
Organic Ebitdar (reduction)/growth (12%) 7%
Free cash flow R484 million R414 million
Maintenance capex R366 million R384 million
Adjusted headline earnings per share (‘HEPS’) (reduction) (31%) (14%)
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Operational review
Trading for the group’s South African hotels for the year 
recorded system-wide Revpar flat on the prior year due to a 
1% increase in average room rates to R1 105 offset by a 
1.1pp decrease in occupancies from the prior year to 62.4% 
(2019: 63.5%).

The management activities of the South African hotels net of 
group corporate office costs (including HPF central costs) 
generated Ebitdar of R154 million (2019: R171 million) for 
the year, a 10% decrease on the prior year. This performance 
results from a R23 million decrease in management fee 
income due to the disappointing performance from the 
Sandton hotels and Sandton Convention Centre as well as 
the Tsogo Sun Gaming hotels, offset by a R6 million saving 
in corporate office costs. The segment’s Ebitdar margin 
decreased by 1pp from the prior year to 58% (2019: 59%).

Rental income from the 12 externally managed hotel 
properties owned by HPF of R310 million (2019: R337 million) 
declined by R27 million from the prior year. This is largely 
due to the performance of Birchwood Hotel, which saw 
rental income decline by R12 million compared to the prior 
year. Given the portfolio’s weighting towards the Cape Town 
and Gauteng markets and the decline in demand from the 
international, corporate and leisure segments, compounded 
by the impact of COVID-19, the balance of the portfolio 
also  performed poorly particularly in the fourth quarter of 
the year.

Overall, revenue for the South African hotel portfolio owned 
and leased by the group ended 5% above the prior year at 
R3.5 billion (2019: R3.3 billion). However, excluding the 
impact of the Sandton hotels, revenue ended 1% below the 
prior year. The Cape region benefited from government and 
associated businesses during the state of the nation address 

in June 2019 as well as international group and associated 
businesses relating to the World Economic Forum. The 
KwaZulu-Natal, inland and other segments struggled in the 
first nine months of the year, largely due to a lack of 
government and corporate business as well as a decline in 
groups and conferencing due to a lack of large events at the 
Durban International Convention Centre. All regions were 
severely affected by the impact of COVID-19 in the fourth 
quarter, which is traditionally a peak trading period for the 
group. Despite strict cost controls, the shortfall in revenue 
has resulted in the Ebitdar for the internally managed 
segment decreasing by 6% on the prior year to R787 million 
(2019: R839 million) at a margin of 22% (2019: 25%). 
Excluding the Sandton hotels, Ebitdar for the internally 
managed segment declined by 12%.

Total income for the offshore division of hotels of R569 million 
(2019: R605 million) declined by 6% from the prior year. This 
was exacerbated by the closure of Southern Sun Mayfair, 
Nairobi, on 31 January 2020, following the end of the 
property lease period. Once-off closure costs (including 
termination benefits) of R8 million were incurred by the group 
and were included in exceptional items as restructuring 
costs. In US Dollar terms, revenue for the year declined by 
14% compared to the prior year, offset by the favourable 
impact of the weakening of the Rand against the US Dollar. 
Ebitdar (pre-foreign exchange gains/losses) declined by 
24% to R105 million (2019: R138 million). Foreign exchange 
losses of R4 million (2019: gains of R6 million) were incurred 
on the translation of offshore monetary items, principally 
between local country currencies and the US Dollar.

Combined South African and offshore hotel trading statistics, 
excluding hotels managed on behalf of third-party owners 
and those managed by third parties in Hospitality, are as 
follows:

OUR STRATEGY IN ACTION continued

GROWTH STRATEGY IN ACTION continued

 
31 March

2020
31 March

2019 

Occupancy (%) 59.3 60.6
Average room rate (R) 1 090 1 064
Revpar (R) 647 645
Rooms available (’000) 4 314 4 239
Rooms sold (’000) 2 560 2 568
Rooms revenue (Rm) 2 791 2 732

Maintenance capital expenditure 
The group invested R366 million on maintenance capex, 
including major hotel refurbishments at Westin of R70 million 
and R73 million at Southern Sun Ridgeway in Lusaka.

Looking ahead 
Based on current trading levels, the recovery in occupancies 
to pre-COVID-19 levels is expected to take at least 18 to 
24 months. In response to excess supply in the market, and 
as part of our phased reopening plan, the group only 
reactivated half of its portfolio in phase 1 under level 3 of the 

national lockdown, and this could change if demand 
warrants it. Phase 2 hotels will be reactivated once inter-
provincial leisure travel is allowed, based on anticipated 
demand. The remaining hotels are not expected to be 
reactivated for an extended period of time. These hotels are 
generally those that are reliant on international inbound 
travel, large groups and conferencing business. With excess 
supply in the market and lack of demand, average room 
rates will be under pressure. We are focused on ensuring 
that we are the lowest cost operator in the market.
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INORGANIC GROWTH

Inorganic growth will be a combination of capacity increases in existing businesses, greenfield developments in new 
markets and acquisitions within the group’s core competencies. In all situations, disciplined due diligence and feasibility 
are critical to ensure the success of growth projects.

The propensity for growth projects to absorb financial and human resources must be carefully evaluated within the 
group’s capacity tolerances as these can impact some of the pillars of sustainability.

INORGANIC GROWTH

Investment activity expenditure 

 

31 March
2020

Rm

31 March
2019 

Rm

Southern Sun Pretoria 200 –
Riverside Conference Centre 11 –
StayEasy Maputo – 52

hi Hotels – 10

Expansion capex 211 62

Investment activity expenditure 211 62

Looking ahead 
In this constrained growth environment and with the group utilising available cash and debt facilities to fund operations while 
the economy recovers from the impact of COVID-19, inorganic growth is not our focus for the medium term.
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CORPORATE GOVERNANCE OVERVIEW

Tsogo Sun Hotels is committed to high standards of corporate governance and 
has implemented a governance framework, which informs the manner in which 
business is conducted. 

BOARD

Tsogo Sun Hotels’ unitary board maintains control of the company. The board leads ethically and effectively,  
and is responsible for performance, compliance and strategic direction. 

Assist the board in discharging its duties and monitor compliance

Audit and risk  
committee

Remuneration and 
 nomination committee

Social and ethics  
committee

Chief executive  
officer

Executive  
committee

Executive risk  
committee

Financial integrity, risk 
and compliance

Board composition, 
diversity and succession, 

fair remuneration and 
performance measurement

Ethical conduct,  
anti-corruption, 

empowerment and 
transformation, and  

labour and employment

Responsible for 
the implementation 

of board strategy and 
policy and management 

of the business

Responsible for the  
day-to-day management 

of the group

Responsible for the 
identification and 

management of risks 
and opportunities

COMPLIANCE 
The policies, practices and processes comprising the group’s governance framework are 
based on its application of King IV, the Companies Act and the JSE Listings Requirements. 
The board is responsible for the group’s corporate governance. Our King IV application 
register can be viewed on our website www.tsogosun.com/investors.

GROUP GOVERNANCE 
FRAMEWORK

Independent non-executive director

Non-executive director

Executive director

2 25*

3 1 54

* Tsogo Sun Hotels considers the independence of directors holistically, and on a substance-over-form 
basis, in line with the practices of King IV and based on the indicators set out in the Companies Act and 
the JSE Listings Requirements.
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