
CHIEF FINANCIAL 
OFFICER’S REVIEW

THE RESULTS PRESENTED IN 
THIS INTEGRATED ANNUAL 

REPORT REFLECT THE IMPACT 
OF CONTINUED RECOVERY IN 

TRADING LEVELS, PARTICULARLY 
IN THE SECOND HALF OF THE 

YEAR, AS LOCAL AND 
INTERNATIONAL TRAVEL 

PATTERNS NORMALISED AND 
DEMAND FOR CONFERENCING 

AND EVENTS INCREASED.

ANNUAL REVIEW
All regions performed well and exceeded FY20 (pre-Covid-19) levels 
except the outer Sandton node, reflecting the delayed recovery in 
corporate transient travel exacerbated by many companies in the 
node still operating a hybrid remote-working model.

Excluding the once-off payment of R399 million received from Tsogo 
Sun Gaming Limited (TSG) on implementation of the Separation 
agreement (Separation payment), the group achieved total revenue 
(including discontinued operations) for the year ended 31 March 
2023 of R5.1 billion (FY22: R2.7 billion), a growth of 87.6% on FY22 
and 13.5% above FY20 revenue of R4.5 billion. Similarly, the group 
generated Ebitdar (including discontinued operations) of R1.4 billion 
(FY22: R590 million), significantly higher than FY22 and a growth of 
6.2% on FY20 Ebitdar of R1.35 billion. This performance is particularly 
encouraging considering group occupancy of 51.5% (FY22: 30.6%) 
for the FY23 year is well below the 59.3% achieved in FY20.

In addition, the group has grown average room rates (ARR) by 18.3% 
and 16.3% from FY22 and FY20, respectively. This is mainly 
attributable to ARR growth in the group’s core portfolio as well as the 
consolidation of luxury properties with higher ARRs such as The 
Westin Cape Town, Arabella Hotel, Golf & Spa and Mount Grace 
Hotel & Spa that were previously treated as investment properties. 
Luxury hotel guests have proven more resilient to prevailing 
economic pressures such as inflation and rising interest rates, being 
influenced more by location and personal preference rather than 
price. Having reduced the group’s operational gearing through the 
cost restructuring undertaken during Covid-19, the flow-through 
from revenue growth to Ebitdar has improved, positively impacting 
profitability despite lower occupancy.

The group’s Ebitdar margin of 28.3% (excluding 
the Separation payment) is well above the prior 
year margin of 21.8% but below FY20 because 
of the consolidation of hotels previously treated 
as investment properties.

Notwithstanding the upward trend in trading and return to normalised 
travel patterns, the group remains heavily exposed to the South 
African economy which faces slow GDP growth, high unemployment 
and a lack of policy certainty and solutions to the country’s ongoing 
energy crisis from government. The continuous load shedding has a 
detrimental impact on consumer and corporate sentiment.

The group has spent R41 million on diesel in FY23 to power its 
owned hotels compared to R10 million in FY22 and R11 million in 
FY20. While not specifically tracked, the group has also seen 
consistent increases in repairs and maintenance, some of which 
would relate to generator and other equipment faults caused by load 
shedding. Repairs and maintenance costs in FY23 of R159 million 
(FY22: R103 million) has increased by 54.4% and 15.2% on FY22 
and FY20, respectively.

Given our learnings from the pandemic, the group can quickly reduce 
costs in response to revenue contraction and after the refinancing of 
the group’s debt package and significantly reduced debt levels, a 
short to medium-term retraction in occupancy no longer poses an 
existential threat to the group. We will continue the discipline of 
managing cash flow and liquidity closely and maintaining the cost 
efficiencies achieved while at the same time focusing on the 
completion of various refurbishment projects that were placed on 
hold, particularly at flagship properties so that we avoid downtime 
during high-demand periods.

Laurelle McDonald, Chief Financial Officer
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FY23 
AT A GLANCE

OCCUPANCY AT 

51.5% 

TOTAL EBITDAR AT 

R1.4 billion 

TOTAL ADJUSTED HEADLINE 
PROFIT OF 

R443 million 

NET DEBT REDUCED TO 

R1.3 billion 

Quarterly performance – Revenue (Rm)

Q1 Q2 Q3 Q4

469
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Quarterly performance – Ebitdar (Rm)

Q1 Q2 Q3 Q4

39

159

309

184

512

189

456

256

Quarterly performance – Adjusted earnings (Rm)

Q1 Q2 Q3 Q4

(172)

(29)

55

10

202

(4)

215

48

FY23 occupancy %

1 �Ebitdar and adjusted earnings for FY22 includes insurance proceeds received 
of R191 million (R139 million after tax). 

2 �Revenue, Ebitdar and adjusted earnings for FY23 exclude the Separation 
payment of R399 million (R313 million net of tax). 
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SUMMARISED INCOME STATEMENT REVIEW
Income statement (Rm)

FY231 FY221 Note

Income 5 081 2 708 1

Rooms revenue 3 314 1 641
Food and beverage revenue 1 304 731
Property rental income 195 90
Other income2 268 246
Overheads (3 645) (2 309)
Insurance proceeds3 – 191
Ebitdar2, 3 1 436 590 2

LTI expense (18) (10)
Property rentals (134) (3) 3

Property rentals (288) (144)
Property rentals – IFRS 16 154 141
Amortisation and depreciation (351) (365)
Amortisation and depreciation (272) (291)
Amortisation and depreciation – IFRS 16 (79) (74)
Exceptional items 640 (44) 4

Profit before interest and taxation 1 573 168
Finance costs (net) (314) (358) 5

Finance costs (net) (182) (230)
Finance costs – IFRS 16 (132) (128)
Share of profits from associates 25 26 6

Income tax (270) 8 7

Attributable profit/loss for the year 1 014 (156) 8

1 �This summarised income statement reflects total group results including discontinued operations – refer to note 42 in the consolidated annual financial statements for 
further details on discontinued operations.

2 FY23 ‘Other income and Ebitdar’ excludes the Separation payment received from TSG of R399 million which has been treated as an exceptional item.
3 FY22 Ebitdar includes business interruption insurance proceeds of R191 million.

Note 1 INCOME

Total income for the year ended 31 March 2023 of R5.1 billion (FY22: R2.7 billion) ended R2.4 billion above the prior year 
with a R1.7 billion and R573 million increase in hotel rooms’ revenue and food and beverage revenue, respectively. This 
performance was driven by a 20.9pp increase in occupancy from 30.6% to 51.5% and an 18.3% increase in ARR from 
R1 072 to R1 268. Property rental income ended R105 million above the prior year at R195 million while other income 
ended R22 million above the prior year at R268 million, reflecting the overall improvement in trading levels with management 
fee, conferencing, parking and spa income all increasing compared to the prior year.

Note 2 EBITDAR

The group generated Ebitdar of R1.4 billion (FY22: R590 million) a R846 million increase on the prior year and equating to 
an Ebitdar margin of 28.3% compared to 21.8% in the prior year.

It is important to note that while the take-on of eight hotel operations managed by Marriott and Radisson between 
FY20 and FY22 (Arabella Hotel, Golf & Spa, Hazyview Sun, The Edward, Mount Grace Hotel & Spa, Southern Sun The 
Marine, Garden Court Victoria Junction, Radisson Blu Gautrain and The Westin Cape Town) improved the group’s ARRs, 
the consolidation of trading revenue and expenses in the group’s results has a dilutionary impact on Ebitdar margin. The 
same applies to the conversion of the Sandton Consortium hotels from managed properties to leased properties on 
1 November 2019. This is because rental and management fee income from these hotels were included in revenue which 
flowed through to Ebitdar at a margin of 100%.

CHIEF FINANCIAL OFFICER’S REVIEW continued
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Segmental analysis for the year ended 31 March 2023 (Rm)

Investment
properties

Sandton
Consortium

KwaZulu-Natal Gauteng Other Offshore Manco
costs

EbitdarWestern Cape

149
147

512

281

177

161
103

1 436
(94)

Note 3 PROPERTY AND EQUIPMENT RENTALS

Property and equipment rental expense of R134 million (FY22: R3 million) represents the variable portion of lease payments 
including the impact of rent concessions in the prior year and modifications. Excluding the impact of IFRS 16, the group 
incurred cash rent of R288 million for the year compared to R144 million in the prior comparative year. The overall increase 
in the group’s rent expense reflects the normalisation in trading and the reinstitution of the leases over the Sandton Consortium.

Note 4 EXCEPTIONAL ITEMS

Exceptional gains for the period of R640 million (FY22 loss: R44 million) relate to the Separation payment received on 
implementation of the transaction with TSG as well as the profit on the Ikoyi Hotels Disposal of a combined R658 million 
together with upward revaluations of investment properties of R4 million, net of losses on disposal of property, plant and 
equipment, trademark impairments, restructuring costs and transaction costs totalling R22 million.

Note 5 FINANCE COSTS

Net finance costs of R314 million (FY22: R358 million) include interest on capitalised leases of R132 million 
(FY22: R128 million) and have reduced because of the reduction in the group’s net interest-bearing debt levels, despite 
rising base interest rates (margins on the group’s refinanced facilities were in line with or in some cases, less than, the 
margins on the term loans and notes that were settled). As a consequence of the group’s debt refinancing, income of 
R28 million relating to the reclassification of interest rate hedges to the income statement has been offset against net 
finance costs. 

Note 6 SHARE OF PROFITS FROM ASSOCIATES 

The share of profit from associates of R25 million (FY22: R26 million) reduced by R1 million, but includes net impairments 
of R10 million (comprising investment property impairments of R15 million net of fair value gains on interest rate hedges of 
R5 million) in the current year and upward revaluations of investment properties of R11 million in the prior year. The base 
can be attributable to improving trading conditions. Hotel trading in the UK has recovered quickly, particularly in the regional 
markets but discount rates on investment properties have increased.

Note 7 INCOME TAX

The income tax expense for the year of R270 million (FY22 credit: R8 million) relates mainly to the tax raised on the 
Separation payment received from TSG as well as increased trading levels during the year. The group’s operating subsidiaries 
remain in assessed loss positions although much of the loss has been utilised by the gain relating to the Separation payment 
from TSG. Deferred income tax assets amounting to R312 million have been recognised to the extent that the realisation 
of the related tax benefit through future taxable profits is probable.
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CHIEF FINANCIAL OFFICER’S REVIEW continued

2023 
Net of tax

Rm

2022 
Net of tax

Rm

Attributable profit/(loss)1 1 014 (156)
Separation payment (313) –
Profit on disposal of subsidiary (259) –
Cash flow hedges reclassified to profit or loss (21) –
Fair value adjustment of investment properties (3) (43)
Loss on disposal of PPE 4 1
Transaction and restructuring costs 7 3
Impairment of PPE – 89
Impairment of trademark 4 –
Tax effect of rate change – (1)
Share of associates’ exceptional items 10 (11)

Adjusted headline profit/(loss)1, 2 443 (118)
Weighted average number of shares in issue (millions) 1 476 1 478

Basic adjusted headline profit/(loss) per share (cents) 30.0 (8.0)
1 �Adjusted headline profit/(loss) is defined as profits or losses attributable to equity holders of the company adjusted for after-tax exceptional items (including headline 

adjustments) that are regarded as sufficiently material and unusual that they would distort the numbers if they were not adjusted. This measure is not required by IFRS, is 
audited at year end, and is commonly used in the industry.

2 �Net insurance proceeds after tax of R139 million has been included in the group’s adjusted headline loss for the year ended 31 March 2022. This is consistent with 
the treatment of the insured losses which were not adjusted out of headline losses or adjusted headline losses when they were incurred in the financial period ended 
31 March 2022.

LIQUIDITY, FUNDING CAPACITY AND 
COVENANTS
In December 2022, the group successfully concluded the 
refinancing of its debt package with the aim of simplifying the 
security structure, further extending the facility tenures to between 
three and five years and reintroducing normalised covenants. Total 
facilities of R2.5 billion were raised across the four major South 
African banks, ensuring that the group remain multi-banked and is 
not exposed to concentration risk. R2.1 billion of these facilities was 
applied towards the settlement of HPF’s maturing term loans and 
corporate notes, with the balance allocated towards headroom for 
the group’s short-term working capital requirements.

The leverage ratio and interest cover ratio for the initial covenant 
measurement period ending 31 March 2023, were set at less than 
3.5 and greater than 2.0, respectively. In addition, the group is 
required to maintain a minimum liquidity level of R500 million until 
31 March 2023.

Improved profitability and cash generation during the year, along 
with the application of the proceeds from the TSG transaction and 
Ikoyi hotel disposal towards the settlement of the group’s interest-
bearing borrowings, created facility headroom of R1.0 billion. 

This facility headroom of R1.0 billion together with available core 
cash of R653 million, meant that the group has comfortably 
exceeded the liquidity covenant by R1.2 billion, achieved a leverage 
ratio of 1.1, and an interest cover ratio of 4.8 for the 31 March 2023 
measurement date. The minimum liquidity requirement falls away 
after 31 March 2023 when the covenants become more restrictive 
over time, based on a sliding scale:
•	 The maximum leverage cover ratio reduces to 3.0 for periods 

after 31 March 2023, to 2.5 for periods after 31 March 2024 and 
to 2.0 for periods after 31 March 2025.

•	 The minimum interest cover ratio increases to 2.5 for periods 
after 31 March 2023.

Based on current performance and management’s forecast cash 
flows to 31 March 2024, there is no reason to believe that the 
group will not meet these covenant levels. 

Note 8 ATTRIBUTABLE PROFIT/(LOSS)
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Summarised cash �ow for the year ended 31 March 2023 (Rm)

Opening net IBD
Cash generated Taxation paid

Capex
Currency

Separation payment
Ikoyi hotel disposal

Core net IBDNet finance costs

2 830

(1 203)

210
100

350
111

(399)

(688)
1 311

Interest-bearing debt (IBD) net of cash at 31 March 2023 (Rm)

FY23 FY22

External debt – offshore (US Dollar-based) 468 667
External debt (Rand-based) 1 500 2 831
Pre-paid borrowing costs (4) (3)

Gross IBD 1 964 3 495
Cash on hand – South Africa hotels (529) (584)
Cash on hand – offshore hotels (124) (81)

Net IBD 1 311 2 830
Cash held as security for the SS Ikoyi refinancing (230) – 

Net IBD as per balance sheet 1 081 2 830
Analysed as South Africa hotels 967 2 244
Hotels offshore 344 586
Cash held as security for the SS Ikoyi refinancing (230) –

Debt maturity pro�le (Rm)

December 2024
GBF 

December 2025
Facility A

December 2025
Facility B

July 2026
SS Moz

December 2026
Facility C

December 2027
Facility D

400

600

500
468

500 500

Utilised facilityFacility headroom

Laurelle McDonald
Chief Financial Officer (CFO)
28 July 2023
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