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Towards 2010

The objective of the game is, very simply, for our team to
score more goals than the other teams

When playing, our team always remembers that what we do
without the ball is as important as what we do with it

Our team consists of the very best players with different skills
and capabilities for different positions

We change our playing style and game strategy according to
each individual game situation and opponent
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From beginners in 1985 towards world-class players

The City Lodge Hotels group has come a long way from its relatively humble beginnings — a
123-room City Lodge in Randburg, opened on 1 August 1985.

Through the vision of founder, Swiss-born Hans Enderle, the City Lodge Hotels group has grown
from a single hotel in 1985 to a multi-brand chain offering a variety of locations, features and
budget choices to business and leisure travellers.

From the start, emphasis was placed on quality accommodation, homely ambience and friendly
service - still important attributes of the group in the 21st century and core reasons guests
choose our hotels.

After pioneering the quality selected services hotel concept in South Africa, the group has
grown substantially and diversified its product offering to meet different travellers’ needs.

Ccommitment to service excellence from a highly motivated and dedicated staff is a common
thread throughout the group’s hotels which have developed a loyal base of regular clients over
the years and an ever-growing number of new guests.

Our Vision: People Caring for People
We will be recognised as the preferred southern African hotel group.

Through dedicated leadership and teamwork we will demonstrate our consistent commitment to
delivering caring service with style and grace.

We will constantly enhance our guest experience through our passionate people, ongoing
innovation and leading-edge technology.

Our integrity, values and ongoing investment in our people and hotels will provide exceptional
returns to stakeholders and ensure continued, sustainable growth.
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Financial highlights

8 2 % average occupancy

36% return on equity

22% increase in diluted headline earnings per share

23% increase in dividends per share

For the year ended 30 June 2007 2007 % 2006
Revenue (R'm) 509,7 15 4421
EBITDA (R'm) 281,1 19 237,0
Operating profit (R'm) 254,4 20 211,5
Headline earnings (R'm) 177,7 23 144,6
Diluted headline earnings

per share (cents) 413,0 22 337,9
Dividends declared per share (cents) 293,0 23 238,0
Cash generated by operations (R'm) 298,1 24 240,8
Net asset value per share (cents) 1258 14 1101

Stock exchange performance
Ordinary share price (cents)
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Our strategy

At the City Lodge Hotels group we are adopting the following key

strategies to remain on top of our game:

e Continuing to obtain valuable feedback from our guests to ensure that we keep up with
changing trends and meet their needs for quality and value-for-money accommodation and
related services. Monitoring and researching the market on an ongoing basis will remain an
important part of our business. From a product and features point of view, more of the same
“but even better” is the way we like to look at it.

e Further developing our “people caring for people” focus which is at the core of everything
we do. Through investing heavily in our own people via training, development and skills
retention programmes, we will maintain and improve the service excellence standards that
have been a hallmark of all our offerings over the past two decades. Our highly motivated,
friendly and well-trained staff will continue to attract guests to our hotels.

e Growing the number of hotels and rooms offered by the group’s four brands through the
extension of some existing hotels and the building of new hotels on ideally located sites.

e Nurturing, maintaining and growing top-of-mind awareness of the group’s brands to
ensure that ours is the hotel group of choice for business and leisure travellers. This will be
achieved through our television advertising campaigns, our state-of-the-art website, our
strong relationships with the travel trade and alliances with other service providers in
the travel industry.

e Achieving meaningful transformation in all aspects relating to BEE and
ensuring compliance with the dti Codes of Good Practice and the tourism
industry’s Scorecard and Charter.
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Historic highlights

R The first City Lodge opened on 1 August in Randburg
e ST T

1986:

1987:

1988:

1989:

1990:

1991:

1992:

: The first City Lodge opened on

1 August in Randburg.

“Team Scheme” is launched - still the
best value weekend special for groups
booking four rooms or more.

City Lodge Johannesburg Airport and
City Lodge Katherine Street make
their debut.

City Lodge Durban and City Lodge
Port Elizabeth are opened.

City Lodge Pinelands becomes the first
hotel on a golf course in @ major city in
South Africa; the group celebrates its

1 000th room with the opening of

City Lodge Bloemfontein.

The second-tier Town Lodge concept is
launched in Bellville.

Clifford Ross is appointed to the board
as operations director.

The company listed successfully on the
JSE Limited and every member of staff
received 100 shares.

1993:

1994:

1995:

1996:

1997

1998:

Two new City Lodges and one new
Town Lodge are opened.

Town Lodge number 3 and 4 (Midrand
and Nelspruit) are born; Kersaf (now
Sun International) becomes a major
shareholder.

The group opens its first Road Lodge
and a 50% interest in the companies
associated with the upmarket
Courtyard chain is acquired.

The second Road Lodge at N1 City in
Cape Town is opened together with
Town Lodge Sandton.

Our millennium room major upgrade
programme was completed at a total
cost of R16 million at City Lodge
Katherine Street and City Lodge
Johannesburg International Airport.

Our seamless internet-based
reservation system is launched and
one-third of our City Lodge rooms are
converted to twin rooms in order to
better cater for the leisure market.



Our highest annual occupancy of 82% is achieved

1999:

2000:

2001:

2002:

2003:

www.Bid2Stay.co.za, our internet-
based, instant confirmation auction site
is launched; Road Lodge Carnival City,
Randburg and Rivonia are opened.

Three new hotels next to Sun
International casinos are opened —
City Lodge GrandWest, Courtyard
Port Elizabeth and Road Lodge
Port Elizabeth.

The City Lodge Academy is launched to
identify and groom our executives of
the future.

Dr Keith Shongwe is appointed as a
non-executive director; the World
Summit on Sustainable Development
helps boost revenue to over

R200 million for the first time.

The group sells one million room
nights for the first time in a financial
year; Clifford Ross is appointed Chief
executive and we say farewell to

a founding director — Bill Dickson,
who retires.

2004: The group achieves net profit in excess

of R100 million; our new TV advertising
campaign which highlights the homely
feel of our hotels is launched.

2005: The Lodger Club, our internet-based

incentive programme, is launched.

2006: Town Lodge George fully opened - the

38th hotel in the group; we celebrate
our 21st birthday on 1 August!
Ndumi Medupe and Stuart Morris
are appointed as independent
non-executive directors.

2007: Town Lodge Roodepoort and Road

Lodge East London are opened; our
highest annual occupancy of 82% is
achieved; our one millionth on-line

i i .
booking is made e
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Courtyard, Eastgate



Our four valuable brands

COURTYARD 6 hotels 424 rooms

Our current locations More reasons to make yourself at home Our rooms

. . e Studio, one or two-bedroom luxury rooms.
Cape Town The Courtyard Hotels offer the discerning guest ) v

X i i e \Well-appointed bathroom(s).
Johannesburg an exclusive and gracious alternative to an

Full ipped kitchenette.
(Eastgate, Rosebank, Sandton) ordinary hotel. - LB RE et

e Personal electronic safe in each room (big enough
for laptops).
e International direct-dial telephone.

A (I Each Courtyard Hotel has its own distinct

Port Elizabeth | a¢mosphere, although they all share an air of
elegance and charm not readily found today.

There are several accommodation options

e Television with M-Net and selected DStv channels.
e Air-conditioned.

available, from the studio through to one or

two-bedroomed units, each of which offers a our services

lounge area with a dining table, a kitchenette e Woolworths personalised shopping service.
Intimate lounge area.

Courtesy bar (17:00 - 19:00).

24-hour enhanced security.

with refrigerator and microwave oven.

We also provide a personal shopping service.
Should you wish to have your kitchenette Free, secure parking just metres from your door.
stocked with the finest quality food and e An elegant boardroom for guest use.

beverages prior to your arrival, contact us for
an itemised shopping list and we will gladly
make these arrangements for you.

Personal use of guest office and internet.

Sparkling pool in landscaped garden setting.

Full English and continental breakfast daily.

In-room dining by arrangement with local restaurants.
Same-day laundry and dry-cleaning service.

24-hour laundrette.

Ice machine.
e Wireless internet access.
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City Lodge, V&A Waterfront



CITY LODGE

our current locations

Bloemfontein

Cape Town
(Pinelands, V&A Waterfront,
GrandWest)

Durban
(Central, Umhlanga Ridge)

Johannesburg

(Bryanston, Johannesburg Airport,
Sandton Katherine Street,
Sandton Morningside)

Port Elizabeth

11 hotels

Ery

we'll make you feel like you're at home

City Lodge has become a household name in
the southern African market, providing guests
with comfortable and tastefully decorated
rooms which are the ideal place to make your
own when you come home at the end of your
day - whether you have been working or
playing.

Each room has an en-suite bathroom where
you may choose to soak in a hot bath or

take a shower while deciding where to dine
that evening.
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1 686 rooms

our rooms

Spacious air-conditioned room with double bed or twin beds.

Television with M-Net and selected DStv channels.
Bathroom with bath and separate shower.
Tea and coffee-making facilities.

Rooms with sleeper-sofa available at selected hotels
on request.

Rooms with two separate beds for twin accommodation.
Electronic safe large enough to accommodate a laptop.
Desk with lighting and plugs for easy connectivity.
Dedicated line to internet.

our services

Internet area.

Mini gym.

Boardroom.

Convenient locations, close to major routes.
Full English and continental breakfast daily.
24-hour reception and check-in.
Sundowner bar.

24-hour vending machines stocked with snacks and cold
beverage items.

Fax and photocopy services available.
Same-day laundry and dry cleaning.
Sparkling swimming pool.

Free and convenient parking.
Wireless internet access.



Town Lodge, George




TOWN LODGE

9 hotels

our current locations

Bellville
George

Johannesburg

(Johannesburg Airport, Midrand,
Roodepoort, Sandton Grayston
Drive)

Nelspruit
Polokwane

Pretoria (Menlo Park)

Stay smart

Very much like City Lodges, Town Lodges
are also strategically located adjacent to
motorways and major routes.

The rooms are slightly smaller than

City Lodge, but offer similar stylish decor and
the customary comfort. En-suite you will find a
maxi-shower with a glass door, a tiled built-in
seat, a wall-mounted and a hand-held
showerhead.
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1 041 rooms

I —

Our rooms
e Fully carpeted, spacious air-conditioned room with
double or twin beds.

e Television with M-Net and radio with all popular
channels.

e Interleading family rooms available.
e En-suite bathroom with maxi shower.
e Tea and coffee-making facilities.

our services

Convenient locations, close to major routes.

Free, easy and secure parking.

24-hour reception and check-in.

Full English and continental breakfast daily.

Sundowner bar.

24-hour vending machine for snacks and
beverages.

Fax and photocopy services available.

Same-day laundry and dry cleaning.
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Road Lodge, Centurion, opening early 2008



ROAD LODGE 14 hotels 1 245 rooms

Our current locations Why pay more? Our rooms

. . . e Fully carpeted and air-conditioned.
Cape Town The best value in the City Lodge family of ycarp o )
(N1 City, Cape Town . e Colour television with M-Net and radio channels.
. ) hotels is undoubtedly to be found at the
International Airport)

Road Lodge.

e En-suite bathroom with shower, toilet and hand basin.

e Rooms with double or twin beds, with single sleeper
chair available in selected rooms.

Durban

These hotels offer unbelievable value-for-
East London .
e \Working desk.

money; the same rate whether there are one,

Johannesburg .
(Brakpan - Carnival City, two or even three people sharing the
Germiston Lake, Isando, | comfortably furnished and tastefully our services
Johannesburg Airport, Randburg,
e Rivonig) decorated room. e A light breakfast is available daily.
) e 24-hour vending machines stocked with snacks and
Kimberley beverages.
Nelspruit e Free, ample and secure parking.

e 24-hour reception service.
e Coin and card call-boxes for trunk calls.

Port Elizabeth

Rustenburg

Opening soon
Centurion
Potchefstroom

Richards Bay
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1. Hans Enderle (65)t

Non-executive chairman and founder.
51 years' experience in the hotel industry.

2. Frank Kilbourn (45)°*0

BCom, LLM, BA (Hons), HDip Tax.
Appointed to the board in 1996.
Director of companies.

3. Nigel Matthews (62)°*te

MA (Oxon), MBA.
Appointed to the board in 1989.
Director of companies.

4. Ndumi Medupe (37)°¢

Chartered Accountant (SA).
Appointed to the board in 2006.
Auditor and financial consultant.

5. Stuart Morris (61)°*0

Chartered Accountant (SA).
Appointed to the board in 2006.
Director of companies.

6. Clifford Ross (50)°t#0
Chief executive.
33 years' experience in the hotel industry.

7. Dr Keith Shongwe (43)°t

BSc, MBChB.
Appointed to the board in 2002.
Business development executive.

8. Andrew Widegger (41)°t#0

Financial director. Chartered Accountant (SA).

14 years with the company.
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* Member of audit committee

T Member of BEE committee

# Member of executive committee

+ Member of remuneration and nomination committee
o Member of risk committee

° Independent non-executive director
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. Clifford Ross (50)°t#0
Chief executive
20 years with the company.

. Tony Balabanoff (47)#
Divisional director — operations
21 years with the company.

. Gary Bisset (53)#0
Divisional director — operations
11 years with the company.

Marcel Kobilski (43)#0
Divisional director — human resources
11 years with the company.

. Andrew Morris (38)#
Divisional director — property and development
11 years with the company.

Naynesh Parbhoo (34)#
Divisional director — accounting
9 years with the company.

Peter Schoeman (42)#
Divisional director — sales and marketing
11 years with the company.

Patrick Tate (51)#
Divisional director — operations
19 years with the company.

. Andrew Widegger (41)°t#0
Financial director
14 years with the company.
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Hans Enderle
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Chairman’s and chief executive’s review

At the forefront of our game

staying on top of our game

In our journey towards 2010 and beyond, it is
pleasing to report that our own game is going
extremely well in our 23rd year of operations in
the South African hospitality industry.

The continuing strength of the economy and the
demand for quality, value-for-money
accommodation from domestic and international
business and leisure travellers enabled us to
achieve our highest ever average annual occupancy
rate of 82% during the 2007 financial year.

While buoyant economic conditions are a major
contributor to this, we believe that the successful
adoption of our “On Top Of My Game” service
excellence programme — introduced last year and
incorporating innovative reward and recognition
elements for individual staff and hotels - has also
played an important role in our ongoing success.
The first winners of “The League”, “The
Championship” and “The Gotcha Cup” will be
named and rewarded at our 2007 management
conference which takes place in October. The 2008
competition, which has been expanded to include a
“Club” element to enable those staff that don't
have regular contact with our guests to also
participate and be recognised, is well underway
with lots of healthy competition taking place.

As outlined in our key strategies on page 3, the

City Lodge Hotels group is adopting a multi-faceted
approach to the exciting times that lie ahead in the
build-up to our country’s staging of the 2010 FIFA
Soccer World Cup and the years that follow. While we
are fully committed to growing our footprint through
increasing the number of hotels and rooms we offer,
we are also equally intent on nurturing the people
side of our business:

e through constantly listening and responding to
feedback from our guests;

e through developing, training and motivating our
staff; and

e through broadening the awareness of our brands
via television campaigns, our websites, our strong
relationships with the travel industry and our loyal
individual and corporate guests.

Signifying our confidence in the future of

South Africa, we will be investing no less than

R297 million during the next 18 to 20 months in
refurbishments, extensions and new hotels. This will
take us to 44 hotels offering 5 068 rooms in all nine
provinces across South Africa.

With our revenue surpassing the half a billion Rand
mark for the first time in 2007, the group has
achieved another notable milestone and is well
positioned to continue achieving new milestones and
setting new standards in the years ahead.



Keeping our eyes on the ball

Meeting the needs of our own people has always
been central to our “people caring for people”
philosophy. After all, it is our people who look after
those hugely important people who keep us in
business — our guests.

During the past year, each eligible staff member
received 138 shares (worth around R11 000)
through the employee share scheme and a tax-free
dividend of R3 575. The scheme plays an integral
role in enabling staff members to benefit
meaningfully from their continued commitment and
loyalty to the group.

A particular highlight during the year was the
Housekeepers Association of Southern Africa
presenting its coveted “Guest Attendant of the Year
2007 Award” to our very own Jessie Sheba who has
been a stalwart member of City Lodge
Johannesburg Airport staff for 20 years.

The qualifying criteria for the category in which
Jessie triumphed were: “A guest room attendant
who shows initiative and excellence in service
while at the same time displaying a friendly and
winning attitude towards guests and co-workers
alike.” Jessie met all these requirements with flying
colours and is a credit to our group and the South
African hospitality industry in general.

Now in its eighth year, the City Lodge Academy
continues to play an invaluable role in identifying,
grooming and training hotel managers of the future.
Training and developing all levels of staff remains a
key ongoing initiative across the group.
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From a black economic empowerment point of
view, we continue to improve our scorecard ratings
in terms of important elements such as
employment equity, procurement, and training and
development. Negotiations aimed at introducing
significant BEE shareholding are at an advanced
stage and it is anticipated that an announcement
in this regard will be made by the end of the
calendar year.

With effect from 1 August, Naynesh Parbhoo, who
joined the group as an accountant in 1998 and has
until recently filled the role of group financial
manager, was appointed to the new position of
accounting director and has become a member of
the group’s executive committee.

Perfecting our game plan

Design and “feel” has always been an essential part
of the City Lodge way. Our two most recent Town
Lodges — George and Roodepoort — are excellent
examples of new elements we are constantly
introducing to our hotels to keep up with changing
demands and aesthetic trends.

In line with technological advancements, we are
introducing flat-screen television sets to our rooms
around the country. The availability of wireless
internet — which has proved a great success in our
hotels — is in the process of being expanded to
cover all City Lodge and Courtyard rooms and a
portion of our Town Lodge rooms. Wireless internet
connectivity is already available in all four of the
brands’ public areas.



Clifford Ross
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Chairman’s and chief executive’s review continued)

During the past year, we have upgraded our
website and reached a notable internet milestone -
our millionth online booking. Internet bookings are
expected to continue growing as a percentage of
total bookings as increasing numbers of individual
and corporate guests do their bookings in this
convenient and cost-effective way.

Significantly, our Lodger Club and Corporate Club
are both growing in leaps and bounds as individuals
and companies become increasingly aware of the
benefits of these loyalty initiatives, which not only
offer discounts off standard rates, but also enable
members to earn points towards free nights and
accurately track and monitor accommodation
spending. Currently our Lodger Club has around

25 000 members while there are around 220
Corporate Club members. Both of these “clubs” are
expected to continue growing in popularity.

Our centralised property management system,
introduced in the previous financial year, is living up
to expectations and providing us with valuable
insight into guests’ booking patterns and their
individual requirements. This system greatly
improves the speed of check-ins and is particularly
useful as a tool to identify and satisfy the specific
needs and preferences of our regular guests.

Scoring and meeting financial goals

In the year to 30 June 2007, the group benefited
from continued strong accommodation demand
from both business and leisure travellers with the
average annual occupancy level rising to 82%

(a record) from 79% in the previous year.

Occupancy rates in the second half were marginally
below the first half of the financial year due to the

incidence of public holidays in the second half and
the opening of two new hotels.

The number of rooms sold during the year increased
due to the higher occupancies and additional capacity
brought about by the opening of new hotels and
extensions to an existing hotel. Town Lodge George
made a full year’s contribution, the 106-room Town
Lodge Roodepoort opened in January, Road Lodge
Germiston was extended by 30 rooms in March, and
there was a two-month contribution from the 90-room
Road Lodge East London, the group’s 40th hotel.

Revenue for the year rose by 15% to R509,7 million,
whilst the higher occupancies and an increase in
the achieved average room rate contributed to an
improvement in the operating profit margin by

2,2 percentage points to 50%. This led to operating
profit increasing by 20%. Higher average cash
balances and interest rates resulted in interest
received increasing by R2,7 million. Interest paid
decreased however by R2,1 million partly as a
result of the repayment of a portion of the group’s
long-term borrowings at the end of February.

Continued improvement in occupancies at the
Courtyard brand, together with higher achieved
room rates, resulted in income from the Courtyard
joint venture increasing by 42% to R7,6 million. The
group'’s effective tax rate declined marginally to
34,1% from 34,7% and is above the standard
corporate tax rate of 29% due to the STC charge on
dividends paid during the period. Profit for the
period increased by 24% to R177,9 million from
R143,9 million, translating into a 22% increase in
fully diluted headline earnings per share to

413,0 cents from 337,9 cents previously.



A final dividend of 148 cents was declared taking
the annual distribution to shareholders to
293 cents, a 23% increase on the previous year.

Expanding the playing field

Looking ahead to the 2008 financial year, this will
be boosted by full contributions from Road Lodge
East London, Town Lodge Roodepoort and the
extension to Road Lodge Germiston. In addition,
the two new hotels currently under construction —
Road Lodge Richards Bay and Road Lodge
Centurion — are expected to open at the beginning
of calendar 2008.

The period will also benefit from our
comprehensive extension programme that is under
way. This includes: a 27-room extension to
Courtyard Port Elizabeth (due for completion in
October); a 60-room extension to City Lodge
Johannesburg Airport, which should be completed
in the first quarter of 2008, and a 56-room
extension to City Lodge GrandWest will also be
finished early in 2008. In addition, Road Lodge
Nelspruit will be extended by 27 rooms.

Seeking out and acquiring suitable sites for further
expansion is one of the group’s ongoing challenges
and objectives. To this end, a site has been secured
for a 90-room Road Lodge in Potchefstroom and
the construction of a 204-room Town Lodge in

Port Elizabeth is anticipated to commence in the
first half of 2008. Other sites that meet our strict
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development criteria are constantly being sought
and evaluated to expand the footprint of our four
brands across South Africa. In our view there is still
significant growth potential for our brands to

grow in line with the growth of the economy and
the broadening of economic activity right across
the country.

With occupancies likely to remain at high levels and
new capacity coming on stream, we are confident
of achieving satisfactory earnings growth in the
year ahead.

Our heartfelt thanks go to all guests, suppliers,
shareholders and staff who are the backbone of
the group and give us so much confidence for
the future.

= ﬁf L

Hans Enderle
Chairman

Clifford Ross
Chief executive
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Seven-year financial review

IFRS SA GAAP
R'm 2007 2006 2005* 2004 2003 2002 2001
CONSOLIDATED
INCOME STATEMENTS
Revenue 509,7 4421 390,9 335,8 292,9 231,9 193.3
EBITDA 281,1 237,0 206,3 173,9 151,7 112,2 88,7
Depreciation and amortisation (26,7) (25,5) (24,9) (23,2) (22,3) (21,7) (18,6)
Operating profit 254,4 211,5 181,4 150,7 129,4 90,5 70,1
Net interest received/(paid) 8,2 3.4 3,4 (0,6) (2,0 (8,6) (15,0)
Income/(loss) from joint venture 7.6 54 3,1 3,0 3,5 0,9 0,4
Profit before taxation 270,2 220,3 187,9 1531 130,9 82,8 55,5
Taxation (92,3) (76,4) (65,3) (52,5) (44,1) (27,8) (18,7)
Profit for the period 177.9 143,9 122,6 100,6 86,8 55,0 36,8
Determination of
headline earnings
Profit for the period 1779 143,9 122,6 100,6 86,8 55,0 36,8
(Profit)/loss on sale of equipment (0,3) 0,9 — — — — —
Taxation effect 0,1 0,2) — — — — —
Headline earnings 177,7 144,6 122,6 100,6 86,8 55,0 36,8
*Restated
Revenue N Headline earnings N
(R'm) 3 (R'm) =

—
S
<




IFRS SA GAAP
R'm 2007 2006 2005* 2004 2003 2002 2001

CONSOLIDATED BALANCE SHEETS

Assets

Non-current assets 564,5 501,9 477,6 481,2 426,9 395,6 372,8
Property, plant and equipment 517,7 456,1 432,6 439,8 385,8 351,1 327,8
Intangible assets — — — — 0,8 1.7 2,5
Investments and loans 43,8 42,9 42,2 37,4 36,5 39,3 39,3
Deferred taxation 3,0 2,9 2,8 4,0 3.8 &5 3.2
Current assets 109,6 105,2 82,5 49,0 56,6 38,0 18,2
Total assets 674,1 607,1 560,1 530,2 483,5 433,6 391,0
Equity

Total shareholders’ funds 534,4 466,5 415,7 390,8 342,1 303,8 2711

Capital and reserves 534,4 466,5 415,7 390,8 342,1 303,8 196,1

Convertible debentures — — — — — — 75,0
Liabilities

Non-current liabilities 98,0 106,0 102,8 98,7 98,1 93,1 88,3
Interest-bearing borrowings 40,0 55,2 54,5 53,0 61,1 58,5 58,5
Other non-current liabilities 59 54 6,8 4,6 4,1 3.3 2,7
Deferred taxation 52,1 45,4 41,5 41,1 32,9 31,3 271

Current liabilities 41,7 34,6 41,6 40,7 43,3 36,7 31,6
Total equity and liabilities 674,1 607,1 560,1 530,2 483,5 433,6 391,0
Earnings and dividends per share = Net operating cash flow per share <
(cents) < (cents) X

01 02 03 04 05 06 07
() Dividends declared per share
@ piluted headline earnings per share
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Seven-year financial review contineq)

ORDINARY SHARE

PERFORMANCE

Shares in issue 000
Weighted average shares

in issue 000
Weighted average convertible
debentures in issue 000
Diluted headline earnings

per share cents
Dividends per share cents
Dividend cover times
Net asset value per share cents
Net operating cash flow

per share cents
Profitability and liquidity

EBITDA margin %
Operating margin %
Effective tax rate %
Return on ordinary

shareholders’ funds %
Interest-bearing debt to

total shareholders’ funds %
Net interest cover times
Current ratio 1
*Restated

DEFINITIONS

Headline earnings per share

2007

42 482

42 416

413,0
293,0

1.4
1258

521,6
55,1

49,9
34,1

35,5

7.5
n/a
2,6

Profit before exceptional items divided by the weighted

average number of ordinary shares in issue.

Diluted headline earnings per share

Headline earnings adjusted by the interest, after the tax-

shielding effect on the convertible debentures, divided by

the weighted average number of ordinary shares in issue

including the convertible debentures and any outstanding

share options in issue.

IFRS
2006

42 368

42 300

337,9
238,0

1.4
1101

386,4
53,6

47,8
34,7

32,8

11,8
n/a
3,0

2005*

42 214

42 186

287,4
203,0
1,4
985

354,4
52,8

46,4
34,8

30,2

13,1
n/a
2,0

2004

42 125

42 033

2371
168,0
1.4
928

300,3

51,8
44,9
343

15,6
266,7
1.2

Dividend cover

Diluted headline earnings per share divided by dividends

declared per share.

Net asset value per share

SA GAAP
2003 2002
41 962 41910
41 939 40752
= 1158
205,6 131,8
122,0 78,0
1,7 1,7
815 725
260,4 229,4
51,8 48,4
44,2 39,0
33,7 33,6
26,9 22,0
19,6 19,3
66,4 10,5
1,3 1,0

2001

28 274
28 274
13 636

99,5
62,5
1.7
647

214,2
45,9

36,3
33,7

19,8

21,6
4,7
0,6

Total share and convertible debenture holders’ funds divided
by the number of ordinary shares and convertible debentures in
issue at the year-end.

Net operating cash flow per share

Net cash inflow from operating activities, before dividends, divided
by the weighted average number of ordinary shares in issue.



2007 2006 2005 2004 2003 2002 2001

STOCK EXCHANGE

PERFORMANCE

Market price per ordinary

share

- Closing Rand 80,00 49,00 37,50 25,75 18,30 12,15 8,50
- Highest Rand 82,50 58,50 39,80 28,50 18,65 13,00 8,75
- Lowest Rand 46,27 36,00 24,50 17,60 11,20 8,10 7,00
Market price per convertible

debenture

- Closing Rand n/a n/a n/a n/a n/a n/a 8,60
- Highest Rand n/a n/a n/a n/a n/a 8,70 8,70
- Lowest Rand n/a n/a n/a n/a n/a 8,45 7,00
Total market capitalisation R'm 3 398,6 2 076,0 1583,0 1084,7 767,9 509,2 357,6
Fully diluted closing

price earnings multiple times 19,4 14,5 13,0 10,8 8,8 9,1 8,4
Volume traded

- Ordinary shares 000 17 134 25916 10 999 10 007 5594 9 021 3566
— Convertible debentures 000 n/a n/a n/a n/a n/a 101 432
Other

Number of hotels 40 38 37 37 85 34 32
Number of rooms 4396 4169 4049 4049 3791 3658 3466
Group average occupancy % 82 79 77 76 76 72 71
DEFINITIONS

EBITDA Return on ordinary shareholders’ funds

Earnings before interest, taxation, depreciation Headline earnings attributable to ordinary shareholders expressed
and amortisation. as a percentage of average ordinary shareholders’ funds.

EBITDA margin Interest-bearing debt to total shareholders’ funds

EBITDA expressed as a percentage of revenue. Interest-bearing debt expressed as a percentage of total share and

. i convertible debenture holders’ funds.
Operating margin
Operating profit expressed as a percentage of revenue. Net interest cover

. Operating profit divided by interest paid less interest received.
Effective tax rate

Taxation per the income statement expressed as Current ratio
a percentage of profit before taxation. Current assets divided by current liabilities.
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Responsible corporate citizenship and

sustainability report

The board and management of the company affirm their
commitment to maintaining high standards of corporate
governance in line with best practice. The company has
regard to the principles of good corporate governance
contained in the Code of Corporate Practices and Conduct
as set out in the second report of the King Commission on
Corporate Governance (“King Report”), as well as the
continuing obligations of the JSE Limited Listings
Requirements (“Listings Requirements”) and Companies
Act, 61 of 1973, as amended (“the Companies Act”), in the
conduct of its business.

The board considers that, throughout the period under
review, the company has complied with all material
aspects of the King Report, save for the recommendation
that the chairman of the board be an independent non-
executive director. The chairman of the board, being the
founder of the company and majority shareholder, is not
considered independent. However, his vast knowledge and
experience in the hotel industry, coupled with his
management expertise, makes him the ideal candidate for
chairman, and the board is of the opinion that this area of
non-compliance with the King Report does not impair
governance integrity.

The board

Introduction

In addition to the general powers of the directors as set
out in the company's articles of association, the board
charter regulates how business is to be conducted by
the board in accordance with the principles of good
corporate governance.

While the board assumes ultimate responsibility for the
development and implementation of the company’s
strategy, operating and financial performance and other
matters reserved to itself, it has delegated responsibility
for the management of the day-to-day affairs of the
company to the chief executive who is supported by the
executive committee.

Structure

City Lodge has a unitary board, comprising executive and
non-executive directors. The board believes that, as a
matter of policy, the board should comprise a majority of
non-executive directors, the majority of whom are
independent. As at 30 June 2007, the board comprised six
non-executive directors (of whom five are independent
non-executives) and two executive directors, which the
board believes complies with good corporate governance
practices and that the current mix of executive and non-
executive knowledge, skill and experience ensures that no
one individual or block of individuals has unfettered
powers of decision-making, thereby meeting the
requirements of leading the company effectively.

Chairman of the board and chief executive

The running of the board and the executive responsibility
for the running of the company’s business are two key
tasks in a company. Accordingly, and in compliance with
the King Report and the Listings Requirements, the roles of
chairman of the board and chief executive do not vest in
the same person.

Selection and appointment of directors

Procedures for appointments to the board are formal
and transparent and a matter for the board as a whole,
assisted where appropriate by the remuneration and
nomination committee. Appointments, however, remain
subject to shareholder confirmation at the annual
general meeting.

The board continuously considers whether the directors
possess the necessary skills, knowledge and experience to
fulfil their obligations, particularly with regard to the
operations and strategic direction of the company and is
satisfied that all the directors possess the requisite
knowledge, skill and experience required to properly
execute their duties and that all participate fully, frankly
and constructively in board discussions and other



activities, bringing balanced and independent judgement to
bear on company business.

There have been no new appointments to the board during
the year under review.

Rotation of directors

The company’s articles of association require at least one-
third of the directors to retire by rotation at every annual
general meeting. The directors so retiring may, if eligible,
offer themselves for re-election. In addition, the articles of
association require new appointees to retire at the first
annual general meeting following their appointment and to
make themselves available for re-election.

Brief curricula vitae of the directors retiring by rotation and
offering themselves for re-election are set out on page 15
of this annual report.

Period of office and terms of employment of directors

Executive directors are engaged by the company’s
standard terms and conditions of employment, but are
required to serve notice periods of three months. Executive
directors, being paid employees of the company, do not
receive fees by virtue of their membership of the board
and board committees. Termination of an executive
directors’ contract of employment will result in resignation
from the board.

The non-executive directors are not subject to a fixed term
of appointment and no service contracts have been
concluded with City Lodge.

Board and director evaluation

The board undertakes a formal evaluation of its
performance, processes and procedures every second
year, which is designed to assist it in effectively fulfilling its
role. The evaluation takes the form of a questionnaire
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comprising a self-evaluation of the board as a whole. The
responses are treated confidentially and the results are
collated by the company secretary and the findings are
reported to the chairman of the board for discussion with
the board and, where applicable, with individual board
members. Where the results indicate areas for
improvement, measures are adopted to further enhance
the effectiveness of the board.

The board is in the process of completing the current
round of self-evaluation and the results will be reported
on by the chairman of the board at a future meeting of
the board.

The chairman of the board appraises the performance of
the chief executive on an annual basis, the results of which
are considered by the remuneration committee in its
evaluation of the remuneration of the chief executive.

The performance of the chairman of the board is informally
appraised by the chairman of the remuneration committee.

Conflicts of interests and other directorships

Directors are required to disclose to the board any
interests (including potential interests), whether direct or
indirect, in material contracts or proposed contracts
involving the company and any of its subsidiary companies,
as well as any other directorships. Declarations are made
annually and as and when a conflict may arise.

While the board may support its executive directors to
accept appointments to outside boards, such appointments
will be considered by the chairman of the board and will
be considered to the extent that such appointment is not
in conflict with the business of the company and will not
detrimentally affect their executive responsibilities. Non-
executive directors are required to consult the chairman of
the board regarding their outside appointments. The board
is satisfied that the non-executive directors commit
sufficient time to their responsibilities to the company and
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that none of the directors have a material interest in any
contract entered into by the company.

Board meetings

The board schedules to meet at least four times per
financial year in order to monitor, consider and review,
inter alia, matters of a strategic, financial, non-financial and
operational nature. Special board meetings may be
convened on an ad hoc basis, when necessary, to consider
issues requiring urgent attention or decision. During the
year under review, six board meetings, including one
meeting to review the company’s strategic direction and to
consider executive management’s proposals for the
achievement thereof, were held.

The board works to a formal agenda prepared by the
company secretary in consultation with both the chairman
and chief executive, which, inter alia, covers operations,

Special

Board board

No of meetings 4 2
H R Enderle 4 2
F W J Kilbourn 4 2
I N Matthews 4 2
N Medupe 4 2
S G Morris 4 2
C Ross 4 2
K | M Shongwe 4 0
A C Widegger 4 2

*By invitation.
~Not a member.

committee

finance, capital expenditure and acquisitions and strategy.
Any board member may request the addition of an item to
the agenda and will liaise with the company secretary in
this regard. Board papers comprising the agenda, minutes
of board and board committee meetings and the relevant
supporting documentation are circulated to all directors in
advance of each meeting in order that they can adequately
prepare and participate fully, frankly and constructively in
board discussions and bring the benefit of their particular
knowledge, skills and abilities to the board table.

Individual director attendance at board and committee
meetings and at the annual general meeting appears in
the table below. Where a director has not been able to
attend a board meeting, any comments which he or she
has had arising out of the papers to be considered at that
meeting have been relayed in advance to the chairman of
the board.

Audit | Remuneration Risk BEE
committee committee committee
3 2 3 4
= 2 = 4
3 ~ 3 ~
3 2 = 4
~ 2 ~ ~
3 ~ 3 ~
3* 72 3 4
- - - 10
3* ~ 3 4

{) By virtue of a potential conflict of interest surrounding the adjudication and selection of a potential BEE partner for the company, he recused himself

from the proceedings of the committee.

Board meeting dates:
15 August 2006 14 February 2007
9 November 2006 8 May 2007

Special board meeting dates:
14 August 2006
22 February 2007



Access to information

The directors are entitled to have access, at reasonable
times, to all relevant company information and to senior
management to assist them in the discharge of their
duties and responsibilities to enable them to take
informed decisions.

Professional advice

Directors are entitled to seek independent professional
advice relating to the affairs of the company and in the
furtherance of their duties and responsibilities at the
company’s expense.

As at 30 June 2007, the board constituted the following
committees:

UNITARY BOARD

Non-executive chairman

5 independent non-

executive directors 2 executive directors

Board committees Management committees

Audit, chaired by Stuart
Morris, independent non- Exco
executive

Remuneration and
nomination, chaired by
Nigel Matthews,
independent non-executive

MANDASCO

Risk, chaired by Frank
Kilbourn, independent
non-executive

BEE, chaired by Dr Keith
Shongwe, independent
non-executive
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Board and management committees

The board has three standing committees, namely the
audit committee, remuneration and nomination committee
and risk committee, which operate within pre-approved
terms of reference. The terms of reference are subject to
periodic review in order to ensure that they are aligned
with best practice and legislative and regulatory
requirements. In addition to the aforesaid committees, the
board has established a BEE committee to assist it in
discharging its responsibility to stakeholders of meeting
the targets enumerated in the tourism industry’s Charter
and Scorecard.

All board committees are chaired by an independent non-
executive director who reports to the board at each
scheduled meeting of the board. Copies of the minutes of
meetings of the respective board committees, with the
exception of the remuneration and nomination committee,
are circulated with the agenda and supporting
documentation for each meeting of the board, and the
chairman of each committee reports on proceedings at
committee meetings held prior to the board meeting.

The respective committee chairmen attend the annual
general meeting in order to address any questions raised
by shareholders falling within their respective mandates.

Notwithstanding that the board has delegated authority
to these committees to assist in the execution of its
duties, power and authorities, the board remains
accountable and responsible for the performance and
affairs of the company.

Attendance at board committee meetings was exemplary
during the year under review, with all members attending
all meetings, save for Dr Shongwe who, by virtue of a
potential conflict of interest surrounding the adjudication
and selection of a potential BEE partner for the company,
recused himself from the proceedings of the committee.
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The board committees are subject to evaluation as to their
effectiveness every two years and may, where necessary in
order to carry out their functions, take independent outside
professional advice.

The board has determined that the respective board
committees have, for the year under review, fulfilled their
responsibilities in compliance with their respective terms
of reference and mandates.

Audit committee

The committee comprises three independent non-
executive directors, all of whom are financially literate.

Mr Nigel Matthews stepped down as chairman of the
committee during the year under review and Mr Stuart
Morris was elected chairman in his stead. The board would
like to extend its appreciation to Mr Matthews, who has
been a member of the committee since its inception in
1991 and chairman since 1994, for his leadership and the
dedicated manner in which he carried out his
responsibilities as chairman of the committee.

While the chief executive, financial director and
representatives of the external and internal auditors are
required to attend meetings of the committee as invitees,
other board members also have a right of attendance.

The committee met on three occasions during the year
under review to assist the board with discharging its
responsibility to safeguard the company’s assets, maintain
adequate accounting records and develop and maintain
effective systems of internal control in line with its formal
terms of reference.

The committee reviews the audit programme, the
independence and objectivity of the external auditors as
well as the nature and extent of non-audit services
rendered by the external auditors on an annual basis.
Having considered the information, particularly the
proportion that the non-audit service fee represents in
comparison to the annual audit fee, the committee is
satisfied that independence of the external auditor has not
been compromised. Based on this assessment, the

committee has recommended the reappointment of
KPMG as the company's external auditors for
shareholder approval.

The committee meets, at least once annually, with both
the external and internal auditors, and without
management present, in order to discuss any issues
relevant to the audit.

Remuneration and nomination committee

The three committee members are all non-executive
directors, two of whom are independent, and met twice
during the period under review.

The chief executive attends meetings by invitation, but
does not participate in discussions relating to his
remuneration and benefits.

The purpose of the committee is to ensure that the
company’s executive and divisional directors are fairly
rewarded, on a market benchmarked basis, for their
individual contributions to the overall performance of the
company. The committee makes use of the services of
specialist remuneration consultants to provide
benchmarking data and advice to assist it in fulfilling

its responsibilities.

Remuneration packages comprise:

e base salary;

e benefits which include retirement funding, medical cover
and car allowance;

e short-term incentives which are calculated with
reference to performance-related formulae; and

e |ong-term incentives through participation in the
company’s executive share incentive scheme.

The committee, on the advice of executive management,
makes recommendations to the board in respect of the
fees to be paid to the non-executive directors for their
services as a member of the board and its subcommittees.
These fees are independent of the company’s financial
performance and, once adopted but prior to
implementation and payment, are submitted to the



shareholders for approval at the company’s annual
general meeting.

During the year under review, the committee, having
regard to the effects of section 8 C of the Income Tax Act,
as amended, and its implications for beneficiaries of share
option schemes and recent trends and best practice calling
for the award of share options to be linked to performance
conditions, commissioned the investigation into alternative
share incentive schemes. External advisors were appointed
to assist the committee in this regard. Following a lengthy
process, the committee recommended the adoption, at the
forthcoming annual general meeting, of a new share
incentive scheme, the salient features of which are
detailed on pages 90 to 96 of this annual report.

Risk committee

The primary objective of the committee is to identify,
develop, communicate and oversee the processes for
managing risks across the group. As such, the risk
management function is operational in nature, and in order
to assist the two independent non-executive directors, one
of whom acts as chairman of the committee, in the
discharge of the committees and ultimately the board’s
duties relating to corporate accountability and associated
risk in terms of management, assurance and reporting,
four members of the executive committee serve on

the committee.

The committee met on three occasions during the period
under review. Key items on the agenda of the respective
meetings included:

e attendance at one of the abovementioned meetings by
an independent enterprise risk management specialist
in order to bring the committee up to date on trends in
risk management and to assist the committee in
determining whether the process of risk management
undertaken by the company was appropriate and in line
with best practice;
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e the annual review of the group risk register, which
entails:

- reviewing and, where necessary, reranking, in terms of
severity and probability, existing risks;

- the addition and ranking of new risks;

— where necessary, the deletion of certain risks; and

- the identification of opportunities where effective risk
management can be turned into a competitive
advantage;

e the chief executive’s report on the current status with
regard to the top ten risks;

e business continuity and disaster recovery policies and
procedures; and

e adequacy of insurance coverage.

Where circumstances necessitate, the risk register is
updated more regularly than on an annual basis.

At an operational level, the risk management process is
managed through the hotel risk register, a register
comprising those risks in the group risk register which
impact directly on the hotel properties forming part of the
group. The hotel risk register is a standard item on the
divisional directors - operations quarterly operational visits
to the various properties. Any amendments to the existing
risks or proposed new risks are tabled for discussion at the
frequently held executive committee meetings, which are
reported on at the meetings of the risk committee.

The head of internal audit meets on an annual basis with
the chief executive and financial director in order to
determine whether internal audit will be able to provide
further assurance on the company’s risk management
controls. During the year under review, the company’s
independent internal auditors conducted a review of the
group’s IT General Controls and Disaster Recovery Plans,
and reports in this regard were submitted for discussion
and, where necessary, corrective action.
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BEE committee

The activities of the five-member committee, comprising
three non-executive directors (two of whom are
independent) and two executive directors, which was
established in 2004 to drive the company’s empowerment
initiative, gained momentum with four formal meetings
being held during the year under review.

The committee identified five potential BEE partners from
a list of over 20 parties that had expressed an interest in
becoming the company’s BEE partner. Dr Shongwe, due to
a potential conflict of interest surrounding the adjudication
and selection of a potential BEE partner for the company,
recused himself from the proceedings of the committee
during the period under review. Mr Nigel Matthews was
appointed chairman during this period. Detailed proposals
were called for and independent advisors were appointed
to adjudicate the proposals and identify a preferred partner
and recommend a structure for the potential BEE
transaction. By the end of the year under review, the five
shortlisted candidates had been refined to two and further
proposals canvassing, inter alia, funding, level of equity
contribution, lock-in period and governance structures had
been called for.

The company hopes to be in a position to identify
and announce a BEE partner by the end of the
calendar year.

Executive committee (Exco)

The committee supports the chief executive in the
discharge of the obligations delegated to him by the board.
These responsibilities include ensuring the effective control
of the group'’s operations, making recommendations to

the board with regard to the group’s strategic imperatives
and key policies, and for monitoring their implementation
in accordance with the board'’s directive, and

delivering budgets and financial reports to the board

for consideration.

Exco comprises nine directors, seven of whom are
divisional directors and two of whom, including the chief
executive who chairs the committee, are executive
directors. The committee meets at least every six to eight
weeks and works to a formal agenda. Naynesh Parbhoo
was appointed as the ninth member of Exco with effect
from 1 August 2007. Naynesh, who has been with the
company since October 1998 and fulfilled the role of group
financial manager, is a qualified chartered accountant and
his knowledge and expertise in the field of accounting and
finance is a welcome addition to Exco.

Exco met eight times during the year under review, including
one meeting to review the company’s strategic direction.

Management development and succession committee
(“MANDASCO")

MANDASCO comprises six members, including the chief
executive who chairs the committee. The purpose of the
committee is to meet the company’s objectives of
attracting and retaining the appropriate level of talent and
ensuring that the company maintains an adequate
succession and talent development plan. In addition, it
supports the identified talent in order that they may reach
their potential and develop the necessary proficiencies
required to succeed in an ever-changing and challenging
environment. At the same time it ensures that the
company makes a meaningful contribution to
transformation initiatives by achieving the targeted level of
employment equity.
One meeting was held during the year under review
where:
e the minimum entry level criteria for selection to the
respective succession pools were confirmed;

e the respective succession pools were populated by
those individuals identified by the committee; and

e individuals identified for the accelerated development
and deployment programme were discussed.



Internal audit function

The internal audit function, as carried out by KPMG
Services (Pty) Limited, is an independent, objective,
assurance and consulting activity designed to add value
and improve the company’s operations. It assists the
company in meeting its objectives by bringing a
systematic, disciplined approach to evaluate and improve
the effectiveness of internal financial controls and
governance processes.

Internal audit is responsible to the audit committee and

provides:

e assurance that the management processes are adequate
to identify and monitor significant risks;

e confirmation of the effective and efficient operation of
the established internal controls;

e assurance that management'’s actions are such that they
maintain or enhance the capability of the entity as a
going concern;

e objective confirmation that the board receives the right
quality of assurance and information from management
and that this information is reliable.

The audit committee approves the duties, areas and
scope of audits and costs for the year, taking account of
changing business needs, and monitors performance
against the plan.

The head of internal audit, who has unrestricted access to
the chief executive, financial director and chairman of the
audit committee, attends all audit committee meetings by
invitation and presents reports which highlight audit area
ratings per hotel and summarise internal audit activities.
Corrective action is taken to address control deficiencies
and where opportunities present themselves to improve
existing systems of control. No incidents of a material
nature have been brought to the attention of the board
during the year under review that indicate a material
breakdown in internal controls.
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The audit committee, following representations by the
internal and external auditors, remains confident that,
despite the two audit functions being carried out by the
same audit firm, there is adequate segregation between
the two functions to ensure that their independence

is not compromised.

Company secretary

The board has unlimited access to the advice and services
of the company secretary who serves as a central source
of guidance and advice to the board and who, in addition
to the statutory duties, provides the board as a whole and
the directors individually with detailed guidance as to how
their responsibilities should be properly discharged.

It is the responsibility of the board to ensure that the
company secretary remains capable of fulfilling the
function for which she has been appointed, and as such
the appointment and removal of the company secretary is
a matter for the board as a whole.

The board is satisfied that the company secretary is
suitably qualified and experienced for, inter alia, the
obligations enumerated in section 268G of the Companies
Act and has signed the appropriate certificate as contained
on page 48.

Price-sensitive information and share dealings

Directors, the company secretary and certain senior
employees who, by virtue of their employment, may have
access to price-sensitive information may not deal,
whether directly or indirectly, in City Lodge shares until
such time as such information is made public.

In addition to the aforegoing, there are strict closed

periods during which dealing in City Lodge shares is

prohibited, namely:

e from 1 July up to the date of publication of the final
results;
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e from 1 January up to the date of publication of the
interim results; and

e any period when the company is trading under a
cautionary announcement or is negotiating a major
transaction and an announcement relating thereto is
imminent.

Directors and the company secretary are required to
obtain prior written approval from the chairman of the
board, or in his own case any other designated director,
before dealing in City Lodge shares. Details of dealings are
advised to the JSE, via the company’s sponsor, for
publication on the Stock Exchange News Service.

All dealings in securities by directors and senior employees
are effected through the office of the company secretary
who maintains a record of requests for dealing and
clearances, and a report of directors’ dealings is tabled at
each meeting of the board.

The board is satisfied that all dealings have been reported
in the appropriate manner during the period under review.

Stakeholder communication

During the year under review, the company continued its
efforts to promote dialogue with its major institutional
investors. Apart from giving presentations to institutional
investors, analysts and the media, following the
announcement of the company’s half-year and full-year
results, the chairman of the board, chief executive and
financial director attend regular meetings with institutional
investors, analysts and existing or prospective shareholders
to communicate the company'’s strategy and performance.

In addition to the above, the company ensures that
information is published timeously via print and/or
electronic news releases.

Shareholders are encouraged to attend the annual general
meeting at which they are afforded the opportunity to put
questions to the board and chairmen of the respective

board committees. All resolutions were put to and passed

on a poll at the annual general meeting held in
November 2006.

The City Lodge website, www.citylodge.co.za, is a means of
providing interested parties with financial, business and
other company-related information.

Litigation and legal

The company is subject to various legal proceedings,
actions and claims in the normal course of business,
which, being subject to risks and uncertainty, cannot be
reliably predicted. Notwithstanding the aforegoing, the
board does not believe that there is any legal action,
pending, threatened or ongoing, that will have a material
effect on the operations of the company.

Ethics and code of conduct

The group is dedicated to maintaining its growth record
and achieving acceptable investment returns. In its pursuit
of excellence, the group is bound to its values and
principles and it therefore believes that it must act, at all
times, in a manner consistent with them. These values are
enshrined in the company’s code of ethics which
addresses its relationships with shareholders, guests,
suppliers, employees and government.

Exco continuously monitors all matters of an ethical
nature. To assist in this regard, the company has
established the Business Abuse Hotline, a 24-hour alert line
outsourced to Employer’s Mutual Protection Services
(Pty) Limited, which affords employees the opportunity to
report perceived cases of unethical or corrupt behaviour
anonymously. All reports are investigated and, where
appropriate, action is taken. The company is pleased to
report that no incident or act indicating a material breach
in the required standard of ethical behaviour has been
reported during the period under review.

The board believes that the continued adherence to the
code will assist in preserving stakeholder confidence and
support for the company.



Environmental sustainability

Introduction

The management of environmental issues is regarded as
a key performance area for all our hotel management
and as such their compliance with group policies in

this regard is taken into account when assessing their
overall performance.

The group is guided in this regard by Responsible Tourism
guidelines developed prior to the World Summit on
Sustainable Development in 2003 that are in accordance
with the World Tourism Organisation’s code of ethics, broad
ISO 14001 best practice and the International Hoteliers
Environmental Initiative.

Attempts to benchmark, in particular, our performance in
the management of energy and water consumption have
not proved successful in the South African context due to
a lack of information, however there is information
available from Europe and the Middle East which we hope
will be of use in the future. To this end we will change
some of the measures we apply when reporting in order to
make these comparisons more meaningful.

Environmental impacts

While the nature and location of the group’s operations are
considered to be of low impact, the group acknowledges
that even at this level it, like any other facility or

KVA per KVA per

occupied occupied

room room

Brand (2004/5) (2005/6)
Courtyard 72,04 69,86
City Lodge 31,78 32,34
Town Lodge 34,33 28,30
Road Lodge 13,76 10,11
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household, does have an impact on the environment.
Therefore the following areas of its operations are
highlighted as being deemed to have an impact:

e Energy consumption (electrical).

e Water consumption (cleaning, laundry and guest usage).

e \Waste water (sewage, laundry and kitchen).

e Air quality and pollution (laundry, kitchen emissions and
non-smoking areas).

® Recyclable waste (paper, glass, aluminium cans and
steel cans).

Energy consumption

In its operations the group uses only electrical energy as
supplied by Eskom or the relevant municipalities. The
majority of this consumption is divided between hot
water boilers, air-conditioning, lighting and on-site
laundry equipment.

As the majority of hotels do not have large public areas,
this consumption is in turn dictated by the levels of room
occupancy enjoyed by the hotels. The group has therefore
determined that the measurement of total energy
consumption in a hotel should be expressed on a “per
room occupied” basis and by brand, thus allowing for
comparative reporting, with a view to maintaining or
even reducing levels of consumption year on year

where possible.

kVA per Cost per Cost per Cost per
occupied occupied occupied occupied
room room room room
(2006/7) (2004/5) (2005/6) (2006/7)
70,01 R11,81 R12,33 R12,45
31,22 R7,91 R8,78 R8,25
29,15 R8,96 R11,81 R11,50
11,32 R5,67 R5,11 R5,22
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While we have previously reported power consumption on
the basis of how we have controlled kVA and its attendant
costs, we have noted that it would be of more benefit to
report on this issue in terms of kwh and the cost/amount
of actual power used. This report will contain both
methods for the sake of continuity, however the next
annual report will focus on kwh instead of kVA.

kwh per Cost per

occupied occupied

room room

Brand (2006/7) (2006/7)
Courtyard 332 R7,58
City Lodge 285 R5,23
Town Lodge 266 R4,52
Road Lodge 114 R2,21

*The calculation of costs is dependent on utilities billing which can be
erratic. This process does, however, allow for the investigation of
variances to the trend.

It is interesting to note that in Dubai electricity
consumption in hotels similar in location and focus to the

group’s hotels is reported to be in the region of 275 kWh
of power per square metre of the hotel.

kl per kl per

occupied occupied

room room

Brand (2004/5) (2005/6)
Courtyard 0,76 0,69
City Lodge 0,46 0,38
Town Lodge 0,41 0,48
Road Lodge 0,36 0,41

Water consumption

All water for supplying guest rooms and for use in the
laundries and kitchens is drawn from municipal supply. In
isolated instances, borehole water is used to supplement
municipal supply for garden watering purposes. The
majority of the group’s water is consumed in the hot water
boilers and in the on-site laundries.

As with energy, this consumption is dictated by the levels
of occupancy enjoyed by the hotels, and the group has
therefore determined that the measurement of total water
consumption in a hotel, should also be expressed on a “per
room occupied” basis and by brand, thus allowing for
comparative reporting with a view to maintaining or

even reducing levels of consumption year on year

where possible.

kl per Cost per Cost per Cost per
occupied occupied occupied occupied
room room room room
(2006/7) (2004/5) (2005/6) (2006/7)
0,68 R5,80 R3,59 R5,70
0,48 R2,70 R2,81 R3,15
0,41 R4,52 R3,75 R4,52
0,48 R2,52 R2,95 R3,13

*The calculation of costs is dependent on utilities billing which can be erratic. This process does, however, allow for the investigation of variances

to the trend.



Once again, it is interesting to note that in Dubai, hotel
guests use on average between 0,65 and 1,25 kl of water
per guest, while in Germany a guest uses approximately
0,35 ki of water. When considering the table it should be
borne in mind that the group reports in terms of “per room
occupied” as opposed to “per guest” and that the group has
a double occupancy ratio (two guests in an occupied room)
of approximately 7%.

Waste water

The addition of chemicals and kitchen greases to waste
water as well as the discharge of swimming pool water
constitute the main concerns in this regard.

Air quality and pollution

The group hardly has an impact in this regard and the output

of airborne emissions that the group is directly responsible
for is limited to those created by laundry and kitchen
extraction. In addition, however, the group considers and
acts upon issues surrounding air quality within its hotels,
anti-smoking legislation and ozone harmful substances.

Recycling

Once again, although it does not engage in activities which
produce large amounts of recyclable waste material, the
group does leverage opportunities which exist to recycle
paper, glass, aluminum and steel cans.

Mitigating strategies and actions

Energy consumption

The mitigating strategies put in place to alleviate excessive
consumption do not necessarily alter from year to year with
successful programmes being followed continuously. The
group does however engage in an ongoing review of
technologies and methodologies that may contribute to a
decrease in consumption. The most effective measures in
use at present are as follows:
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e Hot water boilers are set to heat water at night, in
off-peak periods. This hot water is then stored for use
the following day and distributed via heat pumps
to the rooms.

Air conditioners are set to switch off automatically at
four preset times every day. This curbs wasted energy
consumption when air conditioners are inadvertently left
on by guests.

On-site laundry equipment usage is carefully monitored
and a programme of regular maintenance ensures that
equipment is operating optimally. Machines are pre-set
to operate on specific cycles, and this ensures efficient
usage of energy.

The usage of energy-efficient globes continues to
contribute to a reduction in energy consumption.

e All hotels and staff continue to participate in a
programme called “Switch off Something” which involves
being aware of energy usage and taking active steps to
reduce it, such as switching off lights and electrical
equipment in vacated rooms, storerooms and staff areas.

Water consumption

As with energy consumption, new technologies are
continually being assessed in order to ascertain how the
plumbing in new buildings should be set up and what
equipment should be put in place. New legislation aimed at
governing water usage is also in the offing, and the group
is providing input into the measures under consideration.
Mitigating strategies put in place to alleviate excessive
consumption are as follows:

e Guests are informed that water is a precious resource
and should be used sparingly. Additionally, guests are
given the option of retaining towels by placing them on
the towel rails, which contributes to a reduction in the
number of items to be laundered and, consequently, the
water consumed.
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e Rooms are fitted with dual-flush toilets to allow guests
the opportunity to use less water and hand basins are
fitted with diffusers that restrict flow without detriment
to pressure.

e The use of laundry equipment is carefully monitored and
staff members are provided with comprehensive training
to ensure correct loading of machines and load planning.

e The timing of garden watering is electronically controlled
to ensure minimal evaporation.

e All hotels and staff continue to participate in a
programme called “Close a Tap” which involves being
aware of water consumption and taking active steps to
reduce it, such as not running taps while cleaning and
attending to maintenance issues.

Waste water

Mitigating strategies put in place to minimise the addition
of harmful effluent into the environment by way of
municipal sewerage systems include:

e exclusive use of bio-degradable and eco-friendly
chemicals in all cleaning and laundry operations;

e all guest supplies in the form of soaps, shampoos and
foam bath liquids are bio-degradable;

e all hotels are fitted with grease traps to ensure that
kitchen and food greases are removed from waste water
before it enters municipal systems; and

e salt chlorinators are used to maintain pool hygiene and
minimise the use of chemicals.

Air quality and pollution

Mitigating strategies put in place to minimise the effect the
group may have in this regard include:

o the effective filtration of kitchen and laundry extraction
with regular monitoring and maintenance of the
extraction and filtration systems;

e ensuring that cleaning materials and air fresheners are
not dispensed by aerosol;

e compliance with legislation where the group has
ensured that all public areas in its hotels are smoke-free
areas with at least 30% of rooms in all hotels being
smoke-free and certain accommodation floors also
declared completely smoke-free; and

e the use of ozone-friendly refrigerants in all cooling
equipment.

Recycling

The group continues in its partnership with a number of
organisations/companies which are engaged in this
respect, including SAPPI, Mondi, Enviroglass and Collect-a-
Can, in order to ensure the efficient and beneficial
recycling of materials.



Social sustainability e to focus on education, the youth, tourism
initiatives for the previously disadvantaged,

BT sport development and social welfare.

In order to ensure that the group continues to

focus on areas of social sustainability in line with Assistance provided this year once again includes:

its vision of having a positive impact and effect on e donations in cash and kind to various

the communities in which we operate, an outside institutions and organisations nationwide;
review of our CSI strategy is being considered. e the hosting of numerous hospitality studies
This would ensure that all relevant policies and students for their experiential training;
reporting frameworks are redefined to continue e lectures at hotel schools and schools; and

providing the greatest possible return on

) s e participation in career days.
investment in this regard.

Involvement with and investment in social
Corporate social investment (“CSI”) responsibility initiatives is divided between group-
wide initiatives and local initiatives; the rationale
being that the hotels are best able to ascertain
what the needs of the communities are in which
they operate. In addition, all staff in the group

The City Lodge — Ubuntu Ba Bantu - Social
Responsibility Programme

Aims and objectives have the opportunity to participate by pledging an
The aims and objectives of the group in this amount to be deducted from their salaries and
regard remain in line with its policy on CSI. Should paid over on their behalf to various charities.
an independent review require a realignment of
this policy, then the aims and objectives might Group-wide CSl initiatives
necessarily also become subject to review. As it Once again the group has L]
stands, the stated aims and objectives of the decided to use the SASIX vehicle x
group in this regard are: in order to facilitate a portion of L
e t0 spend 0,7% of operating profit annually on its CSI spend. To this end the S5adsSIX
social investment; group has bought “shares” in the — tad&tusmunitmtnrissisis
e to identify sustainable projects and initiatives Little Elephant early childhood
which underpin City Lodge’s own vision and development scheme. This
credo of “People Caring for People”; scheme seeks to train early childhood
e to form relationships with NGOs, associations development practitioners in rural KwaZulu-Natal.
and other stakeholders which will assist the This investment in the region coincides with the
group’s social responsibility endeavours; group’s investment in Richards Bay and its vision

of making a positive impact on the communities

e to creatively provide assistance, in a variety of e o
within which it operates.

manners and means, towards the upliftment of
the communities within which we operate; and
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Furthermore, the group has directed additional funding Cuppa-for-Cansa
towards the project it chose to support last year, namely
the establishment of the Book and Toy Library at the
Inkululeko Day-care Centre which serves the pre-primary
and primary school children of Salvokop near inner-city
Pretoria in Tshwane. For further information on SASIX, and
the projects it is currently featuring, visit www.sasix.co.za.

The group’s involvement in this
project continues and sees the
Road Lodge brand hotels pitted
against one another annually to
see which hotel can produce the
largest contribution for Cuppa-for-
Cansa. Proceeds are drawn from hot beverage

e-Csl sales in the public areas. Once again, the hotel
The group has continued with its very successful scheme of contributing the largest amount to the effort in
involving its guests in its decision-making with regard to the the current year was Road Lodge Cape Town
allocation of part of its CSI spend. This is accomplished by International Airport.

encouraging all those who book accommodation online, to

choose to which of the following organisations they would like Payroll Giving

to allocate a sum of R5,00 per reservation they have made:
e Operation Hunger

e The Society for Animals in Distress

e The South African Golf Development Board

This opportunity continues to be well received and once

again there has been a significant increase in the number
of on-line bookers who have indicated a charity of choice

In line with our philosophy of being “People Caring

when making a reservation, resulting in an equally for People” we have facilitated a process with

The Giving Organisation whereby our staff request a
payroll deduction every month to be paid over on
(Picture — Marcel Kobilski and Peter Schoeman from City their behalf to a basket of organisations.

Lodge with Felicity Gibbs from Operation Hunger)

significant growth in the amounts handed over to the
respective organisations on a bi-annual basis.




Local CSlI initiatives

As is the norm, the various properties within the group have supported their local NGOs, including the undermentioned
organisations, in many respects with donations of used linen and towelling, the organising of fund-raising endeavours, staff
volunteerism, cash donations and prizes for fund-raising.

Alexandra Society for the Aged
Alzheimers SA

Avril Elizabeth

Banakekeleni Haven

Boys’ & Girls’ Town

Broken Wings

CANSA

Care Haven Centre

Child Welfare

Cheshire Homes

Christelike Maatskaplike Raad
Chubby Chums

Community Chest

e Gauteng

e \Western Cape

e Kwazulu-Natal

Cotlands Baby Sanctuary
Ebenezer Village
Enoch’s Walk

Greater Good South Africa Trust Heart
Foundation

Hospice Association
Life Line

Lions

Little Eden

Nkosi's Foundation
Nomad Bowls/Golf
Oliver's House
Operation Hunger
Purple Heart Foundation
Rotary

SA Golf Development

Empowerment and transformation

Industry charter and scorecard

The alignment of the industry to the published Department
of Trade and Industry Codes is under way and the realigned
industry charter will be published shortly. The group

however continues to work towards achieving the
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SA Guide Dogs

Saint Giles

Salvation Army
Shammah Ministries
Society for Animals in Distress
SOS Children’s Village
SPCA

TAFTA

Tents of Sharon

The Haven Night Shelter
The Giving Organisation
The NSRI

The Order of St John
Wayside Shelters

benchmarks and targets provided by the existing industry
BEE charter and can report its progress this year towards
attaining the initial 2009 targets as follows:



Indicators

Ownership

Strategic
management

Employment
equity

Skills
development

Preferential
procurement

Enterprise
development

Social
development
and industry

specific
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Weighting

15%

14%

14%

20%

15%

14%

8%

Sub

weighting

3,5%
3,5%
3,5%
3,5%
2,5%
2,5%

2,5%
2,5%

2,0%
2,0%
5%

5%

5%

5%

3%

2%
3%

Tourism targets 2009

Indicators to measure achievement

% share of economic benefits as reflected by
direct shareholding by black people

% share of economic benefits as reflected by
indirect shareholding by black people

Black people as a % of board of directors

Black women as a % of board of directors
Black people as a % of executive management
Black women as a % of executive management
Black people as a % of management

Black women as a % of management

Black people as a % of supervisors, junior and
skilled employees

Black women as a % of supervisors, junior and
skilled employees

Black people as a % of total staff
Black women as a % of total staff
% of payroll spend on skills development

% of skills development spend on black
employees

Number of learnerships as a % of total
employees

Number of black learners as a percentage of
total learners

Spend on BEE compliant companies as a % of
total procurement spend

The sum of % spend of post-tax profits on
enterprise development and % employee time
contributed to enterprise development over
total management time.

Enhanced revenue and/or cost savings and/or
twinning initiatives facilitated for black-owned
SMMES, as a % of revenue of the company
measured.

% CSI spend of post-tax profits on education,
community programmes, job creation, training,
health, conservation and community tourism
and marketing activities to develop local black
tourism (or % management time over total
employee time).

% of new recruits with no prior work experience

Status as a TOMSA levy payer

Target

15,75

5,25

30
15
30

35
18

45

23

53
28

75

80

40

10
100

Unit

%

%

%
%
%
%
%
%

%

%

%
%
%

%

%

%

%

%

%

%

%
%

City Lodge present scenario

Current
CLH data %

1,67

24

25
12,5
11

13,63
34

59,5

41,22

73
49,08

100

25

1

8
100
Total score %

Raw
score

10,60

45,71

83,33
83,33
36,67

38,94
18,89

100,00

100,00

100,00
100,00
100,00

100,00

75,00

100,00

62,50

100,00

80,00
100,00

Ave sub
weighted

2,50

2,00
2,00
5,00

5,00

879

5,00

3,00

1,60
3,00

Ave
weighted

4,22

7,12

10,44

18,75

9.38

7,60

57,51



The score of 58 indicates that the group is currently a
“satisfactory” contributor to broad-based black economic
empowerment in terms of the charter. The group’s firm
intention is to become a “good” contributor in the short to
medium term.

BEE committee

The board has established a BEE committee in order to
monitor and implement strategies surrounding its approach
to broad-based black economic empowerment as envisaged
by legislation and the Department of Trade and Industry. The
committee’s activities in respect of ownership have been

referred to in the chairman’s and chief executive’s statement.

BEE procurement

In line with the spirit of broad-based black economic

empowerment, the group recognises that the procurement of

goods and services from black-owned and empowered
enterprises is necessary in order to promote black economic
empowerment and thereby grow the South African economy.

In pursuit of these objectives, City Lodge Hotels recognises
the historical disparity of previously disadvantaged
communities, in particular that of black women and the
disabled, and will therefore make procurement readily
available to black suppliers whilst ensuring that all

Planned targets 2007

Occupational category White
Legislators/Senior officials and managers 129
Professionals 3
Clerks 107
Service and sales workers 1
Craft and related trade workers 1

Elementary occupations —
*Designated includes Africans, Coloureds, Indians and disabled.
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suppliers are treated in a fair manner and within the
framework of its procurement policy.

In order to assist black suppliers in participating meaningfully
in the economy, the group will, on the basis of merit (quality,
suitability and price), ensure that a percentage of its
procurement needs are sourced from suppliers deemed to be
BEE suppliers. While the company has reached overall levels
of 25% BEE procurement in the current year, a number of
projects have reached and exceeded the 40% charter target.

Employment equity

The group has submitted its third employment equity plan
for the period 2006 to 2009. This plan reflects, and in some
instances exceeds the Charter targets as published for
achievement by 2009. The employment equity consultative
committee meets at least bi-annually to assess progress
towards the achievement of quantitative goals as well as
to consider the qualitative elements which may influence
the aforesaid achievements.

The committee is representative of all individuals in the
company, is currently chaired by the human resources director
and enjoys the participation of the representative trade union.

The table hereunder indicates the achievements of the
group against its planned goals in terms of its employment
equity plan (2006 - 2009) at the end of the first year.

Achieved 2007

Designated* % White Designated* %
95 42 132 92 a1

4 57 3 3 50

170 61 97 208 68
121 99 — 128 100

27 96 4 23 85
186 100 — 180 100
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Human capital
Training and development

The skills development committee continues to meet
several times annually in order to determine skills
development needs in the group. The committee has
been given the capacity to deal with skills development
issues and committee members are therefore
knowledgeable both with regard to legislation
surrounding skills development and the administrative
requirements of the national qualifications framework
upon which the group places emphasis in terms of the
achievement of national qualifications.

The committee has had the opportunity of endorsing the
report on the achievements against the 2006/7 Workplace
Skills Plan as well as to confirm development and training
needs as outlined in the 2007/8 Workplace Skills Plan. All
grants available to the company have now been paid out
by THETA for the previous period.

While the City Lodge Academy continues to form the basis
of the group’s efforts to develop a pool of previously
disadvantaged management level employees, the group
has additionally developed an Accelerated Development
and Deployment Programme in order to attract and

retain suitable external and internal candidates who are
to be fast tracked to senior management positions within
the group.

Remuneration, benefits and incentives

The group’s remuneration policy allows for the attraction
and retention of talent, and the market is surveyed on a
regular basis to ensure that this remains the case. In
addition to market-related salaries, employees at all levels
throughout the group enjoy benefits such as retirement
funding, medical aid, annual bonuses and a loan scheme
for assistance with the education of employees’
dependants. Long-service awards are also presented at

5, 10 and 20-year anniversaries.

Top, senior and middle management employees are
entitled to participate in a performance and appraisal
linked bonus scheme “PAL” which measures both
quantitative and qualitative achievements in terms of key
performance areas. Top and senior management are
furthermore entitled to participate in the executive share
option scheme.

All other levels of staff are participants in the 10th
Anniversary employee share-trust scheme, also known as
Sizovuna or “Share Shares”. Participation in this scheme
allows for an annual dividend payout to each participant as
well as a distribution of shares, which is dependent on the
annual share price performance. In terms of this scheme,
each eligible employee received a dividend of R3 575 and
138 shares in the company in November 2006. Another
distribution of both dividends and shares is scheduled to
take place this year.

Employee and industrial relations (“ER” and “IR")

The group approaches ER and IR issues with an inclusive
view, preferring to invite participation on all substantive
issues that may have an effect on the employment
relationship or on employees’ conditions of work.

The group currently recognises, and has a relationship
agreement, with one trade union, SACCAWU, which is
representative of 26% of its employees.

The group continues to use its programme “High
Performance People” as the model for its ER, and courses
are held periodically for supervisors and management. This
programme will also be made available to shop stewards
to ensure complete understanding of the company’s
policies and procedures.

Health and safety

Although the group’s properties do not represent
dangerous working environments, all necessary
precautions and measures are taken to ensure the safety
of its employees and guests. Health and safety training, in



respect of fire prevention/fighting as well as basic first aid, pandemic by informing all its employees of the dangers of

is mandatory for all staff, and competency gained in this HIV/AIDS and highlighting the behaviour/practices which
regard is recognised as prior learning in respect of generic expose them, and their communities, to the danger of
health and safety units within various National contracting HIV/AIDS.

Qualifications available to staff. This commitment to HIV/AIDS awareness includes:

Compliance with health and safety policy and legislation is e the display of the City Lodge Policy on HIV/AIDS and the
reviewed as a part of the internal audit procedure. In availability of the code of good practice in each
addition, the group maintains its commitment to ensuring workplace in the company;

that levels of hygiene, compliant with HACCP (Hazard e availability and display of HIV/AIDS-related material
Analysis of Critical Control Points) legislation, are published by the Department of Health and non-
maintained at all the group’s properties. governmental organisations;

In addition, the group ensures that all contractors copies of the abovementioned literature distributed on a

engaged in the delivery of services to the group are regular basis;

equally compliant in terms of their adherence to health training and refresher courses on the subject; and

and safety requirements. the facilitation of easy and confidential access to
counselling for all employees.

HIV/AIDS
In conjunction with the employment equity committee and

the representative trade union, the group has ascertained
the interventions required to ensure that the number of
employees infected with HIV/AIDS is kept to a minimum
and that efforts are made to assist those who are

The group’s policy on HIV/AIDS states that the group
endeavours to create an environment in the workplace
which is non-discriminatory towards, and supportive of,
employees living with HIV/AIDS.

The group has also recognised its social responsibility infected to enjoy quality of life, thereby allowing for their
towards assisting in the eradication of the HIV/AIDS continued contribution.
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Directors’ responsibility statement

The company’s directors are responsible for the
preparation and fair presentation of the group
annual financial statements and separate parent
annual financial statements, comprising the balance
sheets at 30 June 2007, and the income statements,
the statements of recognised gains and losses and
cash flow statements for the year then ended,
significant accounting policies and the notes to the
financial statements, and other explanatory notes,
and the directors’ report, in accordance with
International Financial Reporting Standards and in
the manner required by the Companies Act of
South Africa.

The directors’ responsibility includes: designing,
implementing and maintaining internal control
relevant to the preparation and fair presentation

of these financial statements that are free from
material misstatement, whether due to fraud

or error; selecting and applying appropriate
accounting policies; and making accounting
estimates that are reasonable in the circumstances.

The directors’ responsibility also includes maintaining
adequate accounting records and an effective
system of risk management as well as the
preparation of the supplementary schedules included
in these financial statements.

The directors have made an assessment of the
group’s and company'’s ability to continue as a
going concern and there is no reason to believe
the businesses will not be going concerns in the
year ahead.

The auditor is responsible for reporting on whether
the group annual financial statements and separate
parent annual financial statements are fairly
presented in accordance with the applicable
financial reporting framework.

APPROVAL OF GROUP ANNUAL FINANCIAL
STATEMENTS AND SEPARATE ANNUAL FINANCIAL
STATEMENTS

The group annual financial statements and separate
annual financial statements were approved by the
board of directors on 27 September 2007 and

signed on its behalf by:
- lf.}..ﬂl i
1
1
1

C Ross A C Widegger
Chief executive Financial director

Certificate by the company secretary

I, the undersigned, in my capacity as company
secretary, hereby confirm to the best of my knowledge
and belief that for the financial year ended 30 June
2007, the company has lodged with the Registrar of
Companies all returns required of a public company in
terms of the Companies Act of South Africa and that
all such returns are true, correct and up to date.

M C van Heerden
Company secretary



Independent auditor’s report to the members of

City Lodge Hotels Limited

REPORT ON THE FINANCIAL STATEMENTS

We have audited the group annual financial
statements and the annual financial statements of City
Lodge Hotels Limited, which comprise the balance
sheets at 30 June 2007 and the income statements,
the statements of recognised gains and losses and
cash flow statements for the year then ended,
significant accounting policies and the notes to the
financial statements, and other explanatory notes, and
the directors’ report as set out on pages 50 to 83.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The company’s directors are responsible for the
preparation and fair presentation of these financial
statements in accordance with International Financial
Reporting Standards and in the manner required by
the Companies Act of South Africa. This responsibility
includes: designing, implementing and maintaining
internal control relevant to the preparation and fair
presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable
in the circumstances.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these
financial statements based on our audit. We conducted
our audit in accordance with International Standards on
Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures
in the financial statements. The procedures selected
depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of
the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor
considers internal control relevant to the entity's
preparation and fair presentation of the financial
statements in order to design audit procedures that
are appropriate in the circumstances, but not for
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the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness
of accounting estimates made by management, as
well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

OPINION

In our opinion, these financial statements present
fairly, in all material respects, the consolidated and
separate financial position of City Lodge Hotels
Limited at 30 June 2007, and its consolidated and
separate financial performance and consolidated and
separate cash flows for the period then ended in
accordance with International Financial Reporting
Standards, and in the manner required by the
Companies Act of South Africa.

KPMG Inc.
Registered Auditor

A

Per G Parker

Chartered Accountant (SA)
Registered Auditor
Director

27 September 2007

KPMG Crescent
85 Empire Road
Parktown
Johannesburg
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NATURE OF BUSINESS

The group owns and operates high quality,
affordable hotels targeted at the business
community and leisure traveller.

FINANCIAL RESULTS

Group profit before taxation for the year amounted
to R270,2 million (2006 — R220,3 million) whilst
consolidated headline earnings totalled

R177,7 million (413,0 cents per share, diluted)
compared with headline earnings of R144,6 million
(337,9 cents per share, diluted) for the previous
year.

The company’s interest in its subsidiaries’
profit after taxation amounted to R5,6 million
(2006 — R4,5 million).

DIVIDENDS

An interim dividend of 145,0 cents per share
(2006 — 117,0 cents) was declared on 15 February
2007, payable to ordinary shareholders registered
on 15 March 2007. A final dividend of 148,0 cents
per share (2006 — 121,0 cents) was declared on
16 August 2007, payable to ordinary shareholders
registered on 14 September 2007.

SHARE CAPITAL

There was no change in the authorised share capital
of the company during the year under review.

The issued share capital increased by 113 900 shares
as reflected in note 7.

The shares issued during the year were to
participants in the executive employee share
incentive scheme, in terms of share options
exercised, at prices of between R6,00 and R39 ,06 per
share and of which 10 000 were issued to directors.

CITY LODGE EXECUTIVE EMPLOYEE SHARE
INCENTIVE SCHEME

Movements in options granted over shares in the
company in terms of the executive employee share
incentive scheme during the year are summarised
as follows:

Total options at 30 June 2006 985 600
Options granted 295720
Options exercised (113 900)
Options cancelled (10 800)

Total options at 30 June 2007 1156 620

Options are granted at the weighted average price
of trades on the JSE during the ten trading days
preceding the option date. The options are
exercisable to the extent of 20% on the expiry of
two years from the date of grant, a further 20% on
the expiry of years three and four and the
remaining 40% on the expiry of year five. In terms
of the deed governing the scheme, a maximum of
7% of the issued ordinary shares may be utilised for
purposes of the scheme. Details of options held by
directors are included in note 13.

Share options are expensed in terms of IFRS 2.
The current year's expense was R2 040 793
(2006 — R1 222 004). Refer to note 20.



THE CITY LODGE 10TH ANNIVERSARY
EMPLOYEES' SHARE SCHEME

At a general meeting of shareholders on

18 December 1995, a share scheme was created
for all employees other than those employees who
participate in the City Lodge executive employee
share incentive scheme. The company issued

1000 000 new ordinary shares to the trust which
were funded by means of an interest-free loan from
the company for an amount of R34 million.

The following distributions were made in terms of
the scheme:

Distribution Shares per Total shares

date eligible distributed
employee

December 1995 30 15 420

November 2005 55 38 445

November 2006 138 88 734

142 599

The directors resolved at 30 June 1999 to write
down the loan to R7,9 million, being the underlying
value of the shares held by the trust as security
against the loan as at that date. In applying IAS 39 —
Financial Instruments: recognition and
measurement, on initial recognition, the carrying
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value of the loan is currently stated at R9,4 million
(2006 — R8,0 million).

SUBSIDIARIES AND JOINT VENTURES

Details relating to investments in subsidiaries and
joint ventures are included in notes 2, 3 and 15.

DIRECTORATE AND SECRETARY

The directors in office during the year under
review were: H R Enderle (Chairman),

F W J Kilbourn, I N Matthews, N Medupe,

S G Morris, C Ross (Chief executive),

K 1 M Shongwe and A C Widegger (Financial
director).

In terms of the articles of association,

Mr H R Enderle, Mr C Ross and

Mr A C Widegger, retire at the forthcoming
annual general meeting but are eligible and
available for re-election.

SEGMENTAL INFORMATION

The group has one segment situated in

South Africa which is subject to the same risk
profile and as such the group has identified one
segment whose results are the same as presented
in the balance sheet, income statement, cash flow
statement and related notes.
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DIRECTORS' INTEREST

The directors’ individual interests in the issued ordinary share capital of the company at 30 June were as follows:

Beneficial

Director Direct Indirect

2007 2006 2007 2006
H R Enderle 34 930 34 930 5289 975 5 289 975
F W J Kilbourn 20 000 20 000 — —
I' N Matthews 489 489 — —
N Medupe — — — —
S G Morris — — — —
C Ross 27 423 24 115 — —
K I M Shongwe — — —_ —
A C Widegger 15 000 15 000 — —
Total 97 842 94 534 5289 975 5289 975

Directors were interested in 442 040 (2006 — 323 000) options to acquire ordinary shares in the company at
30 June 2007 under the executive share incentive scheme. No material changes in their holdings have taken
place between 30 June 2007 and 27 September 2007. Details of options held by individual directors are
included in note 13.

MATERIAL POST-BALANCE SHEET EVENTS

No events having a material effect on the financial position and results of the group have taken place between
30 June 2007 and 27 September 2007.



Accounting policies

Reporting entity

City Lodge Hotels Limited (the “company”) is a
company domiciled in South Africa. The
consolidated financial statements of the company
as at and for the year ended 30 June 2007 comprise
the company and its subsidiaries (together referred
to as the “group”) and the group'’s interest in jointly
controlled entities. The group operates in the hotel
industry.

Basis of preparation

Functional and presentation currency

The annual financial statements are presented in
Rand, which is the company’s functional currency,
rounded to the nearest thousand.

Basis of measurement

The annual financial statements are prepared on
the historical-cost basis and the accounting policies
set out below have been applied consistently by all
group entities to all periods presented in these
financial statements.

The preparation of financial statements in
conformity with International Financial Reporting
Standards (IFRS) requires management to make
judgements, estimates and assumptions that may
affect the application of policies and reported
amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are
based on historical experience and various other
factors that are believed to be reasonable under
the circumstances, the results of which form the
basis of making the judgements about carrying
values of assets and liabilities that are not readily
apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
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accounting estimates are recognised in the period
in which the estimate is revised if the revision only
affects that period, or in the period of the revision
and future periods if the revision affects both
current and future periods.

Statement of compliance

The annual financial statements and group annual
financial statements have been prepared in
accordance with IFRS and its interpretations
adopted by the International Accounting Standards
Board and in accordance with the Companies Act
of South Africa.

Significant accounting policies:
Basis of consolidation

The group annual financial statements include the
financial statements of the company and its
subsidiaries. The results of subsidiaries are included
from/to their effective dates of acquisition/disposal.

Intergroup transactions and balances, and any
unrealised gains or losses arising from intergroup
transactions, are eliminated in preparing the
consolidated financial statements.

Investments in subsidiaries and joint ventures are
carried at cost in the company financial statements.

Subsidiaries are entities controlled by the company.
Control exists when the company has the power,
directly or indirectly, to govern the financial and
operating policies of an entity so as to obtain
benefits from its activities. In assessing control,
potential voting rights that presently are exercisable
or convertible are taken into account.

Joint ventures

Joint ventures are those entities over which the
group exercises joint control in terms of a
contractual agreement. Investments in joint
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ventures are accounted for using the equity
method. The group’s share of post-acquisition
earnings of joint ventures is included in earnings
attributable to ordinary shareholders from/to their
effective dates of acquisition/disposal.

Property, plant and equipment

Owned assets

Items of property, plant and equipment are stated
at cost less accumulated depreciation and
accumulated impairment losses. Where significant
components of an item of property, plant and
equipment have different useful lives, they are
accounted for as separate items of property, plant
and equipment.

Freehold land is stated at cost and is not
depreciated. Freehold and leasehold buildings are
stated at cost and depreciated over periods of up
to fifty years as deemed appropriate to reduce
carrying values to estimated residual values over
their useful lives.

The group recognises in the carrying amount of an
item of property, plant and equipment the cost of
replacing part of such an item when the cost is
incurred if it is probable that the future economic
benefits embodied with the item will flow to the
group and the cost of the item can be measured
reliably. All other costs are recognised in the
income statement as an expense as incurred.

Borrowing costs incurred on funds raised to erect
hotel buildings are capitalised up to the date that
the activities necessary to prepare the hotel for its
intended use are substantially complete.

Depreciation is charged to the income statement
on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and
equipment. Land is not depreciated. The estimated
useful lives are currently as follows:

e Buildings
e Furniture and equipment

20 to 50 years
3to 5 years

The residual values, depreciation methods, and
useful lives are reassessed annually.

Gains and losses arising on the disposal of property,
plant and equipment in the normal course of the
business are included in the income statement.

Leases

Operating leases

Leases, where the lessor retains the risk and
rewards of ownership of the underlying asset, are
classified as operating leases.

Operating leases are expensed in the income
statement on a straight-line basis over the period of
the leases. Other contingent operating lease payments
are charged against profit as they are incurred.

Intangible assets

Internally developed trademarks are not recognised.
Expenditure to enhance and maintain such
trademarks is charged in full against profit.

Impairment

Financial assets

A financial asset is considered to be impaired if
objective evidence indicates that one or more
events have had a negative effect on the estimated
future cash flows of that asset.

An impairment loss in respect of a financial asset
measured at amortised cost is calculated as the
difference between its carrying amount, and the
present value of the estimated future cash flows
discounted at the original effective interest rate. An
impairment loss in respect of an available-for-sale
financial asset is calculated by reference to its
current fair value.

Individually significant financial assets are tested for
impairment on an individual basis. The remaining
financial assets are assessed collectively in groups
that share similar credit risk characteristics.

All impairment losses are recognised in profit or
loss. Any cumulative loss in respect of an available-
for-sale financial asset recognised previously in
equity is transferred to profit or loss.



An impairment loss is reversed if the reversal can
be related objectively to an event occurring after
the impairment loss was recognised. For financial
assets measured at amortised cost and available-
for-sale financial assets that are debt securities, the
reversal is recognised in profit or l0ss.

Non-financial assets

The carrying amounts of the Group’s non-financial
assets, other than inventories and deferred tax
assets, are reviewed at each reporting date to
determine whether there is any indication of
impairment. If any such indication exists, then the
asset's recoverable amount is estimated.

An impairment loss is recognised if the carrying
amount of an asset or its cash-generating unit
exceeds its recoverable amount. A cash-generating
unit is the smallest identifiable asset group that
generates cash flows that largely are independent
from other assets and groups. Impairment losses
are recognised in profit or loss. Impairment losses
recognised in respect of cash-generating units are
allocated first to reduce the carrying amount of any
goodwill allocated to the units and then to reduce
the carrying amount of the other assets in the unit
(group of units) on a pro rata basis.

The recoverable amount of an asset or cash-
generating unit is the greater of its value in use and
its fair value less costs to sell. In assessing value in
use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset.

In respect of other assets, impairment losses
recognised in prior periods are assessed at each
reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss
is reversed if there has been a change in the
estimates used to determine the recoverable
amount. An impairment loss is reversed only to the
extent that the asset's carrying amount does not
exceed the carrying amount that would have been
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determined, net of depreciation or amortisation, if
no impairment loss had been recognised.

Pre-opening expenses

Pre-opening expenses of new hotels are charged
directly against profit as incurred.

Inventory

Inventory is stated at the lower of cost and net
realisable value, on a first-in first-out basis, and
includes expenditure incurred in acquiring the

inventories and bringing them to their existing

location and condition.

Net realisable value is the estimated selling price in
the ordinary course of business, less the estimated
selling expenses.

Taxation

Current taxation comprises taxation payable
calculated on the basis of the expected taxable
income for the year, using the taxation rates
enacted or substantively enacted at the balance
sheet date, and any adjustment of taxation payable
for previous years.

Deferred taxation is provided using the balance
sheet liability method, based on temporary
differences. Temporary differences are differences
between the carrying amounts of assets and
liabilities for financial reporting purposes and their
tax base. The amount of deferred taxation provided
is based on the expected manner of realisation or
settlement of the carrying amount of assets and
liabilities using taxation rates enacted or
substantively enacted at the balance sheet date.
Deferred taxation is charged to the income
statement except to the extent that it relates to a
transaction that is recognised directly in equity, or
a business combination that is an acquisition. The
effect on deferred taxation of any changes in
taxation rates is recognised in the income
statement, except to the extent that it relates to
items previously charged or credited directly

to equity.
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Deferred taxation is not recognised for the following
temporary differences:

The initial recognition of assets or liabilities in a
transaction that is not a business combination and
that affects neither accounting nor taxable profit,
and differences relating to investments in
subsidiaries and jointly controlled entities to the
extent that they will not reverse in the forseeable
future.

A deferred taxation asset is recognised to the
extent that it is probable that future taxable profits
will be available against which the associated
unused taxation losses and deductible temporary
differences can be utilised. Deferred taxation assets
are reviewed at each reporting date and are
reduced to the extent that it is no longer probable
that the related taxation benefit will be realised.

Secondary taxation on companies is recognised in
the year dividends are declared.
Financial instruments

Measurement

Financial instruments are initially measured at fair
value, which includes transaction costs. Subsequent
to initial recognition, these instruments are
measured as set out below:

Financial assets

Investments
Investments that meet the criteria for classification as

loans are carried at amortised cost using the effective
interest rate method, less impairment losses.

Trade and other receivables

Trade and other receivables are measured at
amortised cost, less impairment losses.

Cash and cash equivalents

Cash and cash equivalents are measured at fair value.

Derecognition

Financial assets are recognised if the group’s
contractual rights to the cash flows from the financial
assets expire or if the group transfers the financial

asset to another party without retaining control or
substantially all risks and rewards of the asset.
Financial liabilities are derecognised if the group’s
obligations expire or are discharged or cancelled.

Financial liabilities

Borrowings are stated at amortised cost using the
effective interest method.

In terms of the latter method, any difference
between proceeds (net of transaction costs) and
the redemption value is recognised in the income
statement over the period of the borrowings.

Trade and other payables are measured at
amortised cost, using the effective interest method.

Offset

Financial assets and financial liabilities are offset
and the net amount reported in the balance sheet
when the company has a legally enforceable right
to set off the recognised amounts, and intends
either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.

Provisions

Provisions are recognised when the group or
company has a present legal or constructive obligation
as a result of past events, for which it is probable that
an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can
be made. Provisions are determined by discounting
the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value
of money and the risk specific to the liability.

Revenue

Revenue comprises revenue received from hotel
accommodation, food and beverage sales, but
excludes value-added tax.

Revenue is measured at the fair value of the
consideration received or receivable, net of returns
and allowances and trade discounts. Revenue is
recognised when the significant risks and rewards
of ownership have been transferred, recovery of
the consideration is probable, the associated costs



can be estimated reliably and there is no continuing
management involvement.

Rental income

Rental income from property leased out under
operating leases is recognised on a straight-line
basis over the term of the lease. The property
leased is owner-occupied property.

Financial income and expense

Financial income comprises interest income on
funds invested. Interest income is recognised as it
accrues, using the effective interest method.

Financial expenses comprise interest expense on
borrowings. All borrowing costs are recognised in
profit or loss using the effective interest method.

Employee benefits

Short-term employee benefits

The cost of all short-term employee benefits is
recognised during the period in which the
employee renders the related service.

The accrual for employee entitlements to salaries,
bonuses and annual leave represent the amounts
which the group has a present obligation to pay as
a result of employees’ services provided to the
balance sheet date. The accruals have been
calculated at undiscounted amounts based on
current wage and salary rates.

Retirement benefits

Defined-contribution plans

Obligations for contributions to defined-contribution
pension plans are recognised as an expense in the
income statement as incurred.

Defined-benefit plans

The group’s net obligation in respect of the defined-
benefit pension plan is calculated by estimating the
amount of future benefit that employees have

Page 57

City Lodge Hotels Limited Annual Report

earned in return for their service in the current and
prior periods; that benefit is discounted to
determine its present value, and the fair value of
any plan assets is deducted. The discount rate is
the yield at the balance sheet date on AAA credit-
rated bonds that have maturity dates approximating
to the terms of the group’s obligations. The
calculation is performed by a qualified actuary
using the projected unit credit method.

When the benefits of a plan are improved, the
portion of the increased benefit relating to past
service by employees is recognised as an expense
in the income statement on a straight-line basis
over the average period until the benefits become
vested. To the extent that the benefits vest
immediately, the expense is recognised immediately
in the income statement.

All actuarial gains and losses are recognised
directly in equity.

Where the calculation results in a benefit to the
group, the recognised asset is limited to the net
total of any unrecognised actuarial losses and past
service costs and the present value of any future
refunds from the plan or reductions in future
contributions to the plan.

Share-based payment transactions

The share incentive scheme allows certain
employees to acquire shares of the company. The
fair value of rights granted is recognised as an
employee expense with a corresponding increase
in equity. The fair value is measured at grant date
and spread over the period during which the
employees become unconditionally entitled to the
rights. The fair value of the rights granted is
measured using a binomial model, taking into
account the terms and conditions upon which the
rights were granted. The amount recognised as an
expense is adjusted to reflect the actual number
of share rights that vest, except where forfeiture is
due only to share prices not achieving the threshold
for vesting.
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Group Company
2007 2006 2007 2006

Note R0O00 R0O0O R0O00 ROOO
ASSETS
Non-current assets 564 545 501 862 544 283 486 272
Property, plant and equipment 1 517 717 456 086 434 380 377 342
Interest in subsidiaries 2 66 053 66 053
Investments 3.1 34 496 34 845 34 496 34 845
Loan 3.2 9 354 8 032 9 354 8032
Deferred taxation 4 2978 2 899
Current assets 109 571 105 208 100 600 96 279
Inventory 5) 1493 1371 1493 1371
Trade receivables 23 855 24 092 23 855 24 092
Other receivables 6 4 831 5903 6134 8783
Cash and cash equivalents 79 392 73 842 69 118 62 033
Total assets 674 116 607 070 644 883 582 551
EQUITY
Capital and reserves 534 440 466 519 499 286 436 922
Share capital and premium 7 138 008 136 409 138 008 136 409
Retained earnings 392 910 327 812 357 756 298 215
Other reserves 8 3522 2298 3522 2298
LIABILITIES
Non-current liabilities 97 945 105 944 97 652 105 683
Interest-bearing borrowings 9 40 000 55 153 40 000 55 153
Other non-current liabilities 10 5 859 5360 5 859 5360
Deferred taxation 4 52 086 45 431 51793 45170
Current liabilities 41731 34 607 47 945 39 946
Trade and other payables 1 30 746 23 957 37 383 29 833
Taxation 10 985 10 650 10 562 10 113
Total equity and liabilities 674 116 607 070 644 883 582 551




Income statements

for the year ended 30 June 2007

Group Company
2007 2006 2007 2006
Note R0O00 R0O0O R0O00 ROOO
Revenue 509 711 442 122 509 711 442 122
Administration and marketing costs (42 714) (37 406) (37 391) (32 815)
Operating costs (185 938) (167 734) | (207 217) (186 805)
281 059 236 982 265 103 222 502
Depreciation (26 672) (25 469) (26 331) (25 128)
Operating profit 12 254 387 211513 238 772 197 374
Interest income 14.1 11 953 9 267 19 740 17 040
Interest expense 14.2 (3772) (5 844) (3771) (5 844)
Share of profit from joint venture 15 7 611 5347 7 611 5347
Profit before taxation 270 179 220 283 262 352 213917
Taxation 16 (92 260) (76 359) (89 990) (74 513)
Profit for the period 177 919 143 924 172 362 139 404
Diluted earnings per share (cents)
- basic 413,5 336,5
Earnings per share (cents)
- basic 419,5 340,2
Dividends declared per ordinary
share (cents) 18 293,0 238,0
- interim paid 145,0 117,0
—final declared 148,0 121,0
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for the year ended 30 June 2007

Cash generated by operations
Interest income

Interest expense

Taxation paid

Dividends paid

Cash inflow from operating activities
Cash utilised in investing activities

Investment to maintain operations
Investment to expand operations
Investments and loans

Proceeds on disposal of property, plant and
equipment

Cash flows from financing activities

Repayment of long-term loan
Increase in share capital
Increase in share premium

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of
period

Cash and cash equivalents at end of period

Note

222
18

223
22.4
22.5

Group
2007
RO00

298 059
11 953
(3772)

(85 016)

(112 821)

108 403
(89 006)

(27 702)
(60 651)
(973)
320
(13 847)

(15 446)
1
1588

5 550

73 842
79 392

2006
RO00

240 844
9 267
(5 844)

(80 832)

(95 619)

67 816
(50 561)

(9 225)
(40 830)
(727)

221
1632

16
1616

18 887

54 955
73 842

Statements of recognised gains and losses

for the year ended 30 June 2007

Actuarial loss on defined-benefit plan
Deferred taxation thereon

Net loss recognised directly in equity
Profit for the period

Total recognised income and expense for the period

Group
2007
RO00
(1 150)
333

(817)
177 919

177 102

2006
RO0O

(426)
124

(302)
143 924

143 622

Company

2007 2006
R0O00 ROOO
284 441 225712
19 740 17 040
(3771) (5 844)
(82 585) (79 364)
(112 821) (95 619)
105 004 61925
(84 072) (48 912)
(27 702) (9 225)
(55 717) (39 181)
(973) (727)
320 221

(13 847) 1632
(15 446) —
1 16
1588 1616

7 085 14 645
62 033 47 388
69 118 62 033

Company

2007 2006
RO00O RO0O

(1 150) (426)
333 124
(817) (302)
172 362 139 404
171 545 139 102



Reconciliation of movement in capital and reserves

for the year ended 30 June 2007

R0O0O Note

GROUP

Balance at 30 June 2005

Issue of new ordinary shares

Profit for the period

Recognised gains and losses

Share compensation reserve

Dividends paid 18

Balance at 30 June 2006

Issue of new ordinary shares

Profit for the period

Recognised gains and losses

Share compensation reserve

Dividends paid 18

Balance at 30 June 2007

COMPANY

Balance at 30 June 2005

Issue of new ordinary shares

Profit for the period

Recognised gains and losses

Share compensation reserve

Dividends paid 18

Balance at 30 June 2006

Issue of new ordinary shares

Profit for the period

Recognised gains and losses

Share compensation reserve

Dividends paid 18

Balance at 30 June 2007
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Share capital
and premium

134777
1632

136 409
1599

138 008

134777
1632

136 409
1599

138 008

Other
reserves

1378

(302)
1222

2298

817)
2041

3522

1378

(302)
1222

2 298

817)
2041

3522

Retained
earnings

279 507

143 924

(95 619)
327 812

177 919

(112 821)
392 910

254 430

139 404

(95 619)
298 215

172 362

(112 821)
357 756

Total

415 662
1632
143 924
(302)
1222
(95 619)

466 519
1599
177 919
(817)
2041
(112 821)

534 440

390 585
1632
139 404
(302)
1222
(95 619)

436 922
1599
172 362
(817)
2041
(112 821)

499 286
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Group Company

2007 2006 2007 2006

RO00O RO0O RO00O ROOO
1. PROPERTY, PLANT AND EQUIPMENT
At cost
Land 48 747 43 813 1178 1178
Buildings 490 461 431 670 443 796 385 005
— freehold 400 442 341 651 353777 294 986
- leasehold 90 019 90 019 90 019 90 019
Buildings under construction 10 776 7 949 10 776 7 949
Furniture and equipment 182 581 164 143 181 676 163 237

732 565 647 575 637 426 557 369

Accumulated depreciation

Buildings 77 017 65 550 66 120 54 994
- freehold 54 120 45 586 43 223 35030
- leasehold 22 897 19 964 22 897 19 964
Furniture and equipment 137 831 125 939 136 926 125 033

214 848 191 489 203 046 180 027

Carrying value

Land 48 747 43 813 1178 1178
Buildings 413 444 366 120 377 676 330 011
— freehold 346 322 296 065 310 554 259 956
— leasehold 67 122 70 055 67 122 70 055
Buildings under construction 10 776 7 949 10 776 7 949
Furniture and equipment 44 750 38 204 44 750 38 204

517 717 456 086 434 380 377 342



Furniture

and
RO0O Land Buildings | equipment Total
1. PROPERTY, PLANT AND EQUIPMENT (continued)
Movements for the year
Group - carrying value
Opening balance — 30 June 2005 42 164 344 728 45718 432 610
Additions* 1649 38 183 10 223 50 055
Disposals (1110) (1110)
Depreciation (8 842) (16 627) (25 469)
Opening balance — 30 June 2006 43 813 374 069 38 204 456 086
Additions* 4934 61618 21 801 88 353
Disposals (50) (50)
Depreciation (11 467) (15 205) (26 672)
Closing balance - 30 June 2007 48 747 424 220 44 750 517717
Company — carrying value
Opening balance - 30 June 2005 1178 308 278 45718 355174
Additions* 38183 10 223 48 406
Disposals (1110 (1110
Depreciation (8 501) (16 627) (25 128)
Opening balance - 30 June 2006 1178 337 960 38 204 377 342
Additions* 61618 21 801 83419
Disposals (50) (50)
Depreciation (11 126) (15 205) (26 331)
Closing balance - 30 June 2007 1178 388 452 44 750 434 380

A register of the land and buildings is available for
inspection at the registered office of the company,
a copy of which will be supplied to members of the
public on request.

*Included in additions is interest capitalised of R827 000 (2006: R454 000).
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2. INTEREST IN SUBSIDIARIES

Shares at cost less impairment 10ss
Budget Hotels (Pty) Ltd

City Lodge (Airport Property) (Pty) Ltd

City Lodge (Randburg) (Pty) Ltd

Courtyard Management Company (Pty) Ltd
Property Lodging Investments (Pty) Ltd

Non-current loan
Property Lodging Investments (Pty) Ltd

Interest in subsidiaries

Amounts included in other receivables and payables
Amounts due by subsidiaries
Amounts due to subsidiaries

These amounts are unsecured, interest-free and
repayable on demand.

The company also has an indirect, 100% shareholding
in City Lodge Holdings (Share Block) (Pty) Ltd and
Twenty Third Floor Investments Seventeen (Pty) Ltd

*Less than R1 000.

Company
2007
R0O00
Issued %
share held
capital
R
100 100 1073
3350 100 4
100 100 176
100 100 *
100 100 2 000
3 253
62 800
66 053
2 687
(6 993)

2006
RO00

1073

176

2000
3 258

62 800

66 053

3271
(6 180)



Group Company

2007 2006 2007 2006
RO00 RO00 RO00 RO00

3 INVESTMENTS AND LOAN
3.1 Investments
Investment in joint venture
Cost of unlisted shares and equity loans 8734 8734 8734 8734
Acquisition costs capitalised 108 108 108 108
Increase in investment since acquisition
- land and buildings 5998 5998 5998 5998
— loans receivable 16 600 16 600 16 600 16 600
- property, plant and equipment less depreciation 3056 3405 3056 3405

34 496 34 845 34 496 34 845

The investment in joint venture represents the
acquisition of the shares and right of use of the assets
of the Courtyard group of hotels with effect from

1 April 1995. The directors’ valuation of the investment
is R109,6 million* (2006 — R76,9 million). The loans
advanced are unsecured, have no fixed terms of
repayment and bore interest at 10,5% per annum
(2006 - 10,5%).

3.2 Loan

City Lodge 10th Anniversary Employees’ Share
Scheme 9 354 8032 9 354 8032

The City Lodge 10th Anniversary Employees’ Share
Scheme loan is secured by the pledge of 857 401
(2006 — 946 135) shares having a market value of

R68 592 080 (2006 — R46 360 615), is interest-free and
is repayable upon demand by the company at any
time after the expiry of 20 years from the date of
adoption of the scheme or in the event of the share
price falling below R34,00 per share.

The loan amount is measured at amortised cost of
R9,354 million (2006 — R8,032 million). This increase
was as a result of a notional credit to interest received
in the current year of R1 322 000. The future value of
the loan is R34,0 million.

*The directors’ valuation has been calculated by estimating the average earnings for the current and forthcoming year and
applying an applicable price-earnings ratio.
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Group Company
2007 2006 2007 2006
R0O00 R0O0O R0O00 ROOO
4. DEFERRED TAXATION
Movement of deferred taxation assets
Balance at beginning of year 2 899 2820
Current year temporary differences — income statement 79 79
Balance at end of year 2978 2 899
Analysis of deferred taxation assets
Capital allowances 2978 2 899
Movement of deferred taxation liabilities
Balance at beginning of year 45 431 41 486 45 170 41258
Current year temporary differences — income statement 6 988 4 069 6 956 4036
— balance sheet (333) (124) (333) (124)
Balance at end of year 52 086 45 431 51793 45170
Analysis of deferred taxation liabilities
Capital allowances 57 331 51570 57 038 51 309
Defined benefit (343) (10) (343) (10)
Operating lease accrual (1699) (1 554) (1699) (1 554)
IAS 39 — effective interest — (1 929) — (1 929)
Prepayments 384 543 384 543
Provisions (3 587) (3189) (3 587) (3189)
52 086 45 431 51793 45170
The expected manner of recovery of the deferred
tax asset and settlement of the liability will be
through use.
The tax rate used to calculate the deferred tax balance
iS 29% (2006 — 29%).
5. INVENTORY
Food, liquor and beverages 1493 1371 1493 1371
6. OTHER RECEIVABLES
Loans due from related parties (refer to note 24) 2 687 3271
Prepayments 1914 2290 1914 2290
Other receivables 2917 3613 1533 3222

4 831 5903 6134 8783



Group Company

2007 2006 2007 2006
RO00O RO0O RO00O ROOO
7. SHARE CAPITAL AND PREMIUM
Share capital
Authorised
50 000 000 ordinary shares of 10 cents each 5 000 5000 5 000 5000
Issued
42 481 953 (2006 — 42 368 053) ordinary shares of
10 cents each 4248 4237 4248 4237
Balance at beginning of year 42 368 053
(2006 — 42 213 853) ordinary shares of 10 cents each 4 237 4221 4 237 4 221
Options exercised during the period 113 900
(2006 — 154 200) of 10 cents each 11 16 11 16
Share premium 133 760 132 172 133 760 132 172
Balance at beginning of year 132 172 130 556 132 172 130 556
Premium on issue of new ordinary shares 1588 1616 1588 1616

138 008 136 409 138 008 136 409

The unissued shares are under the control of the
directors until the forthcoming annual general meeting.

8. OTHER RESERVES

Share-based payment reserve 4 361 2320 4 361 2320
Balance at beginning of year 2 320 1098 2 320 1098
Expense for the year 2 041 1222 2 041 1222

The share-based payment reserve relates to the
accumulated cost for the future settlement of liabilities
arising from the share incentive scheme.

Defined-benefit equity reserve (839) (22) (839) (22)
Balance at beginning of year (22) 280 (22) 280
Acturial loss on defined-benefit plan (1 150) (426) (1 150) (426)
Deferred tax thereon 333 124 333 124

The defined-benefit equity reserve relates to all
actuarial gains and losses, net of deferred taxation,
recognised directly in equity.

3 522 2298 3 522 2298
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Group
2007 2006
RO00 RO0O

9. INTEREST-BEARING BORROWINGS
Long-term loans
Sanlam — 15153

The original capital amount of the loan was R8,5 million.
The loan was secured by means of an irrevocable
power of attorney in favour of the lender to register a
first surety bond over certain immovable property
should the net asset value of the group at any time fall
below R100 million and is repayable over a 20-year
period in monthly instalments.

The monthly instalments in respect of the first year of
the term were calculated by multiplying the original
capital amount by 9,75% and in respect of each
subsequent year by increasing the instalment of each
preceding year by 10%. The loan was fully repaid in
February 2007.

Standard Bank 40 000 40 000
The loan is unsecured and bears interest at the six-

month JIBAR rate plus 1,45 percentage points. Interest

repayments are made every six months in arrear.

The loan capital is repayable by 31 December 2009 to

the extent not already paid.

40 000 55153
10. OTHER NON-CURRENT LIABILITIES
Operating lease accrual 5 859 5360
11. TRADE AND OTHER PAYABLES
Trade payables 36 113
Loans due to related parties (refer to note 24)
Sundry accruals 25 562 19717
Other trade payables 5148 4127

30 746 23 957

Company

2007
RO00

40 000

40 000

5 859

36

6 993
25 475
4879

37 383

2006
RO00

15153

40 000

55153

5360

113
6180
19 624
3916

29 833



Group Company

2007 2006 2007 2006

RO00O RO0O RO00O ROOO
12. OPERATING PROFIT
Operating profit is arrived at after charging
Auditors’ remuneration 1295 1203 1241 1164
Audit fees 730 498 676 459
Fees for other services 565 705 565 705
Defined-benefit plan expense (note 20) 3358 2748 3 358 2748
Defined-contribution plan expense 2177 2072 2177 2072
Depreciation 26 672 25 469 26 331 25128
- buildings 11 467 8 842 11 126 8 501
— furniture and equipment 15 205 16 627 15 205 16 627
Directors’ emoluments 8 627 7 691
Fees paid to non-executive directors (note 13) 1545 1290
Executive directors (note 13) 7 082 6 401
Impairment of trade receivables (289) 672 (289) 672
(Profit)/loss on disposal of property, plant and
equipment (270) 889 (270) 889
Operating lease rentals
- land 3531 2 845 7 679 6616
- hotel buildings 264 264 9 594 9 542
— office buildings 1244 1204 1244 1204
Pre-opening expenses 1167 678 1167 678
Salaries, wages and related benefits 95 548 85 287 93 655 83350
Share-based payment expense 2 041 1222 2 041 1222
and after crediting
Rent received 1230 1176 1230 1176
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Fringe
benefits Pension Total Gain on
Per- and fund annual exercise Total
Basic | formance allow- contri- remune- of share emolu-
RO0O salary bonus ances butions ration options ments
13. DIRECTORS’
EMOLUMENTS
Executive directors
2007
C Ross 1768 1747 255 283 4 053 726 4779
A C Widegger 1320 1306 192 211 3029 —_ 3029
7 082 726 7 808
2006
C Ross 1654 1491 253 265 3 663 - 3 663
A C Widegger 1236 1114 190 198 2738 = 2738
6401 == 6401
Non-executive directors
Fees ROOO
2007 2006
D C Coutts-Trotter — 56
H R Enderle 431 397
D A Hawton — 58
F W J Kilbourn 241 206
I'N Matthews 342 288
S G Morris 235 103
N Medupe 196 97
K'I M Shongwe 100 85
1545 1290

No other payments were made to directors.



Number

Holding Holding vesting
Exercise at at at
Date of price 30 June Exer- | 30 June 30 June
grant (R) 2006 cised 2007 Lapse date 2007
13. DIRECTORS’
EMOLUMENTS
(continued)
Directors’
share options
C Ross 02/08/1999 8,75 26 000 10 000 16 000 | (02/08/2009 16 000
01/08/2000 7,30 26 000 — | 26000 | 01/08/2010 26 000
01/08/2001 8,41 26 000 — | 26000 | 01/08/2011 26 000
01/08/2002 11,75 26 000 — | 26000 | 01/08/2012 15 600
01/08/2003 18,50 26 000 = 26 000 01/08/2013 10 400
13/08/2004 28,40 38 000 = 38 000 13/08/2014 7 600
15/08/2005 37,47 36 000 — | 36 000 15/08/2015 —
09/11/2006 58,59 — 52 650 | 09/11/2016 —
08/05/2007 80,31 — 28 000 | 08/05/2017 —
204 000 274 650
A C Widegger 04/01/1999 6,50 10 000 — 10 000 | 04/01/2009 10 000
02/08/1999 8,75 5000 = 5 000 02/08/2009 5 000
03/01/2000 9,30 10 000 = 10 000 03/01/2010 10 000
01/08/2000 7,30 5000 — 5000 | 02/08/2010 5 000
03/01/2001 7,75 10 000 — 10 000 | 03/01/2011 10 000
01/08/2001 8,41 5000 — 5000 | 01/08/2011 5 000
01/01/2002 8,60 10 000 — 10 000 | 01/01/2012 10 000
01/08/2002 11,75 5000 = 5 000 01/08/2012 3 000
01/01/2003 16,80 10 000 = 10 000 01/01/2013 6 000
01/08/2003 18,50 5000 — 5000 | 01/08/2013 2 000
13/08/2004 28,40 23000 — | 23000 13/08/2014 4 600
15/08/2005 37,47 21 000 — | 21000 15/08/2015 —
09/11/2006 58,59 = 31590 09/11/2016 —
08/05/2007 80,31 = 16 800 08/05/2017 —
119 000 167 390
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14. INTEREST

14.1 Interest income

Bank interest

Loans to Courtyard Joint Venture
IAS 39 - effective interest
Interest from subsidiaries

Other

14.2 Interest expense
Long-term borrowings
Short-term borrowings
(Reversal of prior accrued interest expense)/other

Interest capitalised to property, plant and equipment

Interest is capitalised to property, plant and equipment
at 7,31% (2006 — 7,31%) per annum.

15. INTEREST IN JOINT VENTURE

Group

2007
RO00

8 334
2294
1322

3
11 953

6 086
60
(1 547)

4599
(827)

3772

2006
RO00

5822
2294
1136

S
9 267

6114
41
143

6298
(454)

5844

The group has a 50% interest in the Courtyard Share Block Companies as detailed
below. The hotel operations are conducted in a rental pool. The group’s
participation in the rental pools at the Courtyards Bruma Lake, Valkenberg and

Arcadia, is 50%. The participation in the rental pools at the Courtyards Rosebank

and Sandton is 32,42% and 26,03% respectively.

Management fees are paid by the respective rental pools to Courtyard
Management Company (Pty) Ltd, which is a wholly owned subsidiary.
The group’s proportionate share of the assets and liabilities and the results of the

operations have been equity accounted.

The group’s proportionate share of the results of the operations of the joint venture

is as follows:
Revenue
Operating costs

Operating profit
Depreciation
Interest paid

Net profit
Distributed

Accumulated profit

Company

2007
RO00

8 334
2294
1322
7788

2

19 740

6 086
60
(1 548)

4598
(827)

3771

26 655
(16 401)

10 254
(349)
(2 294)

7 611
(7 611)

2006
RO00

5822
2294
1136
7788

17 040

6114
41
143

6298
(454)

5844

22 642
(14 497)

8145
(409)
(2 389)

5347
(5 347)



Company

2007 2006
RO00O ROOO
15. INTEREST IN JOINT VENTURE (continued)
The group’s proportionate share of assets and liabilities of the joint venture
is as follows:
Operating assets 35 502 36 208
Current assets 9 185 8733
Total assets 44 687 44 941
Long-term liabilities 38 610 38 872
Current liabilities 1 541 1008
Total liabilities 40 151 39 830
The group’s proportionate share of the cash flows of the joint venture
is as follows:
Cash effects of operating activities 719 (308)
Cash utilised in investing activities (396) (4 269)
Cash effects of financing activities (261) 4 256
Net cash generated/(utilised) 62 (321)

Equity earnings from the joint ventures are distributed.

The group’s shareholding in the joint venture
companies is as follows:

Issued

share

capital
R % held
Gallic Courtyard (Arcadia) Share Block (Pty) Ltd 1518 50
Gallic Courtyard (Bruma Lake) Share Block (Pty) Ltd 2 584 50
Gallic Courtyard (Rosebank) Share Block Ltd 2 456 50
Gallic Courtyard (Sandown) Share Block Ltd 1584 50
Gallic Courtyard (Valkenberg) Share Block (Pty) Ltd 2 690 50
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Group Company

2007 2006 2007 2006

R0O00 R0O0O R0O00 ROOO
16. TAXATION
South African normal taxation
Current 71248 60 416 68 931 58 524
Deferred - current 6 909 3990 6 956 4036
Secondary tax on companies 14 103 11 953 14 103 11953

92 260 76 359 89 990 74 513

Reconciliation of taxation rate % % % %
Standard rate 29,0 29,0 29,0 29,0
Adjusted for:
— disallowable expenses 0,1) 0,3 (0,1) 0,2
- secondary tax on companies 5,2 54 5,4 56
Effective rate of taxation 34,1 34,7 34,3 34,8
17. HEADLINE EARNINGS PER SHARE
Determination of headline earnings
Profit for the period 177 919 143 924
(Profit)/loss on sale of property, plant and equipment (270) 889
Taxation effect 78 (258)
Headline earnings 177 727 144 555
Number of shares for EPS calculations (000)
Undiluted 42 416 42 300
- share options 614 477
Diluted 43 030 42777
Diluted headline earnings per share (cents) 413,0 337,9

Headline earnings per share (cents) 419,0 341,7



Group Company

2007 2006 2007 2006
RO00 RO00 RO00 RO00

18. DIVIDENDS

Number 35 of 121,0 cents (2006 — 109,0 cents)
declared on 16 August 2006 and paid on
26 September 2007 51277 46 103 51 277 46 103

Number 36 of 145,0 cents (2006 — 117,0 cents) declared
on 15 February 2007 and paid on 26 March 2007 61544 49 516 61544 49 516

112 821 95619 112 821 95619

On 16 August 2007, dividend number 37 of 148,0 cents
per share in respect of the year ended 30 June 2007
was declared totalling R62 873 290 payable on

25 September 2007. The related STC payable at 12,5%
amounts to R7 859 161. These financial statements do
not reflect this dividend payable or the related STC.

19. COMMITMENTS
Authorised

— contracted 92 000 41 000 92 000 41 000
- not contracted 205 000 102 000 205 000 102 000

297 000 143 000 297 000 143 000

Future capital expenditure will be financed out of
funds generated from operations and external
borrowings and approximately R220 million is
expected to be spent during the year ending

30 June 2008.

The company is party to various operating leases of
periods between 20 and 99 years in respect of land on
which group hotels have been constructed and

5 years in respect of office buildings.

Schedule of minimum lease payments in respect of
land and office building leases

- not later than 1 year 5740 4 644 5740 4 644

- between 1 and 5 years 24 009 16 815 24 009 16 815

— later than 5 years 351 547 342 053 351 547 342 053
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Group and
Company
2007 2006
RO00O RO0O
20. EMPLOYEE BENEFITS
Retirement benefit information
The group provides retirement benefits for 11% (2006 — 14%) of the group’s
permanent employees through a defined-benefit pension scheme that is subject to
the Pension Funds Act, 1956, as amended. This fund was closed to new membership
on 28 February 2004 and a new defined-contribution fund was established. Company
contributions to this new fund are fixed at a rate of 10,5% of pensionable salaries and
11% (2006 — 11%) of the group’s permanent employees are members. Employees who
are not members of the above funds are members of the appropriate industry fund.
A statutory actuarial valuation of the defined-benefit fund is undertaken every three
years. At 31 July 2004, the effective date of the most recent statutory actuarial
valuation, the retirement benefit fund was found to have a deficit of R4,7 million.
The next statutory actuarial valuation will be performed as at 1 August 2007.
The current estimate in terms of IAS 19, as at 30 June 2007, as shown below,
indicates that the fund has a surplus of R9,1 million (2006 — R1,4 million).
Current estimated employee benefit obligation:
Present value of obligation (37 714) (30 190)
Fair value of plan assets 46 898 31554
9184 1364
Reduction of surplus due to section 58 limit (9 184) (1 364)
Income statement effect:
Current service cost (3 142) (2 690)
Interest on obligation (3 056) (2 302)
Expected return on plan assets 2 840 2244
(3 358) (2 748)
Balance sheet effect:
Opening net liability — (1738)
Expense (3 358) (2 748)
Contributions paid 4 508 4912
Amount recognised in equity (1 150) (426)
Closing net liability —_ —
Movement in the liability for defined benefit obligations
Liability for defined benefit obligations at 1 July 30 190 24 630
Service cost 3142 2 690
Interest cost 3056 2 302
Benefits paid (1632) (720)
Actuarial loss 2958 1268
37714 30 190

Liability for defined benefit obligations at 30 June



Group and

Company

2007 2006

RO00 RO0O
20. EMPLOYEE BENEFITS (continued)
Retirement benefit information (continued)
Movement in plan assets
Fair value of plan assets at 1 July 31554 22 892
Expected return on plan assets 2 840 2 244
Contributions 4 508 4912
Benefits paid (1632) (720)
Actuarial gain 9 628 2226
Fair value of plan assets at 30 June 46 898 31554
Principal actuarial assumptions at the balance sheet date:
Discount rate 8,75% 9%
Expected return on plan assets 8,75% 9%
Future salary increases 6,25% 6,5%
Future pension increases 4,05% 4,3%
Historical information 2007 2006 2005 2004 2003
Present value of the defined benefit (37 714) (30 190) (24 630) (20 089) (17 706)
obligation
Fair value of plan assets 46 898 31554 22 892 16 031 16 004
Surplus/(deficit) in the plan 9 184 1364 (1738) (4 058) (1702
Medical aid

Certain of the group’s employees belong to the Discovery Health Medical Scheme.
There are no obligations for post-retirement medical aid contributions.

Share-based payments

Equity-settled share option plan

The group plan provides for a grant price equal to the average quoted market price of the group’s shares on
grant date. The vesting period is generally 2 to 5 years. If the options remain unexercised after a period of

10 years from grant date, the options expire. Furthermore, options are forfeited if the employee leaves the
group before the option vests. The share-based equity-settled option expense for the year ended 30 June in the
income statement is R2 040 793 (2006 — R1 222 004).
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2006

Group and
Company
2007
Weighted
Number average Number
of options strike of options
20. EMPLOYEE BENEFITS (continued)
Share-based payments (continued)
Outstanding at beginning of period 985 600 25,90 938 400
Forfeited during period (10 800) 36,15 (28 400)
Granted during period 295 720 67,48 229 800
Exercised during period (113 900) 14,04 (154 200)
Expired during period — — —
Outstanding at end of period 1156 620 37,60 985 600
Exercisable at end of period 301 900 14,90 255 000
Weighted average remaining life 7,28
American binomial model inputs as follows:
Weighted average volatility 21,01%
Weighted average risk-free rate 7.87%
Weighted average dividend yield 3,69%
Weighted average expected life (years) 10
Weighted average strike price (Rand) 67,48
Weighted average share price (Rand) 67,48
Weighted average option price (Rand) 20,51

21. BORROWING POWERS
The borrowings of the company are not limited by its articles of association.

Weighted
average
strike

18,68
35,06
46,23
10,59

25,90
11,34

7,30

19,35%
7,84%
4,73%

10
46,23
46,23
11.47



Group Company
2007 2006 2007 2006
R0O00 R0O0O R0O00 ROOO
22. NOTES TO THE CASH FLOW STATEMENTS
22.1 Cash generated by operations
Profit before taxation 270 179 220283 262 352 213917
Adjusted for:
— depreciation on property, plant and equipment 26 672 25 469 26 331 25128
— movement in operating lease accrual 499 320 499 320
— interest income (11 953) (9 267) (19 740) (17 040)
— interest expense 3772 5844 3771 5844
— (profit)/loss on disposal of property, plant and equipment (270) 889 (270) 889
- IAS 39 imputed interest 293 616 293 616
—movement in defined-benefit liability - (1738) - (1738)
- defined-benefit debit to equity (1 150) (426) (1 150) (426)
- share-based payment expense 2041 1222 2041 1222
Operating profit before working capital changes 290 083 243212 274 127 228 732
Increase in inventory (122) (173) (122) (173)
Decrease/(increase) in trade and other receivables 1309 (3 604) 2 886 (5 022)
Increase in trade and other payables 6789 1409 7 550 2175
298 059 240 844 284 441 225712
22.2 Taxation paid
Balance unpaid at beginning of year (10 650) (19 113) (10 113) (19 000)
Taxation payable per income statements (85 351) (72 369) (83 034) (70 477)
Balance unpaid at end of year 10 985 10 650 10 562 10 113
(85 016) (80 832) (82 585) (79 364)
22.3 Investment to maintain operations
Additions to property, plant and equipment
- land and buildings (13 931) (3 594) (13 931) (3594)
— furniture and equipment (13771) (5 631) (13771) (5 631)
(27 702) (9 225) (27 702) (9 225)
22.4 Investment to expand operations
Additions to property, plant and equipment
—land and buildings (52 621) (36 238) (47 687) (34 589)
- furniture and equipment (8 030) (4 592) (8 030) (4 592)
(60 651) (40 830) (55 717) (39 181)
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2007 2006 2007 2006
RO00O RO0O RO00O ROOO
22. NOTES TO THE CASH FLOW STATEMENTS
(continued)
22.5 Investments and loans
Decrease in investment in joint venture 349 409 349 409
Notional interest — 10th Anniversary Share Trust loan (1322) (1136) (1322) (1136)
(973) (727) (973) (727)

23. FINANCIAL INSTRUMENTS
Currency risk —The group is not exposed to currency risk.

Interest rate risk — The group generally adopts a policy of ensuring that its exposure to changes in interest
rates is limited by either fixing the rate or by linking the rate to the average medium term, risk-free rate over
the period of the respective loan.

Credit risk — Management has a credit policy in place and the exposure to credit risk is monitored on an
ongoing basis. Credit evaluations are performed on all travel agents or customers requiring credit. Reputable
financial institutions are used for investing and cash-handling purposes. At the reporting date, there were no
significant concentrations of credit risk. The maximum exposure to credit risk is represented by the carrying
amount of each financial asset.

Fair values — The fair values of all financial instruments are materially the same as the carrying values
reflected in the balance sheet.

24. RELATED PARTIES
24.1 Identity of related parties with whom material transactions have occurred

The company is the holding company of Budget Hotels (Pty) Ltd, City Lodge (Airport Property) (Pty) Ltd, City
Lodge (Randburg) (Pty) Ltd, Courtyard Management Company (Pty) Ltd and Property Lodging Investments
(Pty) Ltd. The company is a partner in five joint ventures, ie Gallic Courtyard (Arcadia) Share Block (Pty) Ltd,
Gallic Courtyard (Bruma Lake) Share Block (Pty) Ltd, Gallic Courtyard (Rosebank) Share Block Ltd, Gallic
Courtyard (Sandown) Share Block Ltd and Gallic Courtyard (Valkenburg) Share Block (Pty) Ltd.

Courtyard Management Company (Pty) Ltd is the management company of the five joint ventures.

Budget Hotels (Pty) Ltd and Property Lodging Investments (Pty) Ltd lease land to City Lodge Hotels Ltd.
Interest-bearing loans exist between City Lodge Hotels Ltd, Property Lodging Investments (Pty) Ltd and the
five joint ventures.

All of the above entities are related parties to the company. Other than the directors’ remuneration

(note 13), there are no other related parties with whom material transactions have taken place.

24.2 Types of related-party transactions

Management fees and operating lease rental payments have been made and interest has been received
from certain related parties. These transactions with related parties occurred under terms that are no less
favourable than those arranged with third parties.



Company

2007 2006
R0O00 ROOO
24. RELATED PARTIES (continued)
24.3 Material related-party transactions
Subsidiary companies
Management fees paid to related-parties
Courtyard Management Company (Pty) Ltd 730 624
Operating lease rentals paid to related parties
Budget Hotels (Pty) Ltd 1109 1056
Property Lodging Investments (Pty) Ltd 4 148 3817
5 257 4 873
Interest received from related parties
Property Lodging Investments (Pty) Ltd 7 860 7 860
Interest paid to related parties
Property Lodging Investments (Pty) Ltd 72 72
Joint ventures
Interest received from related parties
Gallic Courtyard (Arcadia) Share Block (Pty) Ltd 551 551
Gallic Courtyard (Bruma Lake) Share Block (Pty) Ltd 525 525
Gallic Courtyard (Rosebank) Share Block Ltd 409 409
Gallic Courtyard (Sandown) Share Block Ltd 263 263
Gallic Courtyard (Valkenburg) Share Block (Pty) Ltd 546 546
2294 2 294
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Notes to the financial statements

for the year ended 30 June 2007

24. RELATED PARTIES (continued)

24.4 Amounts due to:

Subsidiary companies

Budget Hotels (Pty) Ltd

City Lodge (Airport Property) (Pty) Ltd
City Lodge (Randburg) (Pty) Ltd

City Lodge Holdings Share Block (Pty) Ltd

Joint ventures

Gallic Courtyard (Arcadia) Share Block (Pty) Ltd
Gallic Courtyard (Bruma Lake) Share Block (Pty) Ltd
Gallic Courtyard (Rosebank) Share Block Ltd

Gallic Courtyard (Sandown) Share Block Ltd

Gallic Courtyard (Valkenburg) Share Block (Pty) Ltd

24.5 Amounts due by:

Subsidiary companies

Courtyard Management Company (Pty) Ltd
Property Lodging Investments (Pty) Ltd

24.6 Key management

Key management, other than directors, is defined as

first-line management of the company and its principal

operations. First-line management largely constitutes

operational executive management.

Key management compensation is as follows:

— Short-term employee benefits, including salaries and
bonuses

— Equity compensation benefits

Group

2007
RO00

5243
5 000
3 900
2 500
5198

21 841

7 455
677

8 132

2006
RO00

5243
5000
3900
2500
5198

21 841

6 5625
2 405

8 930

Company

2007
RO00

1271
1192
4526

6993

5243
5 000
3 900
2 500
5198

21 841

1094
1593

2 687

6 131
677

6 808

2006
RO00

459
1192
4525
6180

5243
5000
3900
2500
5198

21 841

3811
(540)

3271

5320
1873

7193



25. RELEVANT STANDARDS AND INTERPRETATIONS EFFECTIVE FOR YEARS ENDING AFTER 30 JUNE 2007

At the date of authorisation of these financial statements for the year ended 30 June 2007, the following
standards and interpretations were in issue but not yet effective for the company:

Standard/interpretation Effective date
IAS 1 Presentation of financial statements Annual periods commencing on or after
(revised) 1 January 2009*
IAS 23 Borrowing costs Annual periods commencing on or after
1 January 2009*
IFRS 7 Financial instruments: Annual periods commencing on or after

Disclosures (including amendments to 1 January 2007*
IAS 1), Presentation of Financial
Statements: Capital

IFRS 8 Operating Segments Annual periods commencing on or after
1 January 2009*
IFRIC 10 Interim Financial Reporting and Annual periods commencing on or after
Impairment 1 November 2006*
IFRIC 11 IFRS 2 — Group and Treasury Share Annual periods commencing on or after
Transactions 1 March 2007*
IFRIC 12 Service Concession Arrangement Annual periods commencing on or after
1 January 2008*
IFRIC 13 Customer Loyalty Programmes Annual periods commencing on or after
1 July 2008*
IFRIC 14 IAS 19 — The Limit on a Defined-benefit |  Annual periods commencing on or after

Asset, Minimum Funding Requirements| 1 January 2008*
and their Interaction

*All standards will be adopted at their effective date (except for the effect on those standards that are not applicable to the company).
All of the above listed standards, except for IFRIC 11 and IFRIC 12, are applicable to the business of the company
and will therefore have an impact on future financial statements.

IAS 1 will be adopted for the first time for the financial reporting period ending 30 June 2010.

IAS 23 will be adopted by the company, but is not expected to have any significant implications as the company
already capitalises borrowing costs.

In respect of IFRS 7, the disclosures provided of financial instruments in the financial statements of the period
ending 30 June 2008, as well as comparative information, will be compliant with IFRS 7. The disclosure
requirements of IFRS 7 require additional disclosure compared to that required in terms of existing IFRS.

The adoption of IFRS 7 will not have any impact on the accounting policies adopted for financial instruments.
IFRS 8 will be adopted for the first time for the financial reporting period ending 30 June 2010. In terms of this
IFRS, segment reporting will be based on the information that magement uses internally for evaluating segment
performance and when deciding how to allocate resources to operating segments.

IFRIC 10 will be adopted for the first time for the financial reporting period ending 30 June 2008. IFRIC 10 prohibits
the entity from reversing impairment losses recognised in an interim period.

IFRIC 13 will be adopted for the first time for the financial reporting period ending 30 June 2009. IFRIC 13
addresses accounting by entities that grant loyalty award credits to customers who buy goods or services.

IFRIC 14 will be adopted for the first time for the financial reporting period ending 30 June 2009. IFRIC 14 provides
guidance on how to assess the limit in IAS 19 on the amount of a pension fund surplus that can be recognised
as an asset.
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Value-added statement

for the year ended 30 June 2007

Group
2007 2006
RO00O % ROOO %
Turnover 509 711 442 122
Paid to suppliers for materials
and services (124 875) (110 180)
Value added by operations 384 836 331 942
Interest income 11 953 7 926
Income from joint venture 7 611 5347
2007 Pre-opening expenses (1167) (678)
Total wealth created 403 233 100 344 537 100
Distributed as follows:
Employees
Salaries, wages and all related
benefits 95 548 23 85 287 25
Government
@ Employees Income taxation (current and
BT deferred) 78 157 64 406
) . Secondary tax on companies 14 103 11953
@ Providers of capital Regional services levy — 1008
@ Reinvested to maintain/ Rates 7 062 6 646
develop operations
99 322 25 84013 24
2006 Providers of capital
Dividends to ordinary
219% 25% shareholders . 112 821 95 619
Interest on borrowings 3772 5 844
| 116 593 29 101 463 30
30% | 24%
| Reinvested to maintain/
develop operations
Depreciation 26 672 25 469
Accumulated profit 65098 LI58D
91770 23 73774 21
Total wealth distributed 403 233 100 344 537 100
Total headcount (permanent
and contract) 1068 1012




Shareholders’ analysis

as at 30 June 2007
SHAREHOLDER SPREAD
No. of shareholders No. of shareholders
in SA other than in SA Total shareholders

Nominal Pt Nominal REl Nominal Per-
Shareholder type number centage number centage number centage
Public 9814 75,01 172 10,29 9 986 85,30
Directors 5 12,68 — — 5 12,68
Other — Non-public 1 2,02 — — 1 2,02
Total 9 820 89,71 172 10,29 9 992 100,00
% of
Number total
of shares issued
Beneficial shareholders with holdings exceeding 1% owned shares
Enderle SA (Pty) Limited* 5289 975 12,45
Old Mutual High Yield Fund 1354 450 3,19
PIC Int Equity 1323 854 3,12
The Board of Executors Noms No 1 1170 545 2,76
NGI Rainmaker Fund 1100 000 2,59
City Lodge 10th Anniversary Employees Share Trust* 857 401 2,02
Qasis Property Equity Unit Trust Fund 798 200 1,88
Mr H Roberts 680 000 1,60
BBH: GMO Emerging Markets Fund 663 502 1,56
Gingko Trading CC 595 000 1,40
Sanlam Inflation Linked Fund 463 450 1,09
Scrip Collateral Barnard Jacobs Mellet 443 678 1,04
Sanlam (Insurance) 441 672 1,04
15181727 35,74

*Non-public, which in terms of the JSE Listings Requirements includes, inter alia, the directors of the company, the trustees of any
employees’ share scheme and any person or entity that is interested in 10% or more of a particular class of securities.
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Notice of annual general meeting

City Lodge Hotels Limited
Registration number: 1986/002864/06
Share code: CLH  ISIN: ZAE 000001483

Notice is hereby given that the twenty-first annual
general meeting of members of City Lodge Hotels
Limited will be held at The Lodge, Bryanston Gate
Office Park, Corner Homestead Avenue and Main
Road, Bryanston, on Wednesday, 7 November 2007
at 14:00 for the following business:

1. To receive and consider the financial statements
for the year ended 30 June 2007.

2. To re-appoint KPMG Inc as the independent
auditors of the company for the ensuing year
and to authorise the directors to determine the
auditors’ remuneration.

3. To elect directors who retire by rotation in
accordance with the provisions of the articles
of association. The following directors, being
eligible, offer themselves for re-election,
and their profiles appear on page 15 of this
report.

3.1 HREnderle
3.2 CRoss

3.3 A C Widegger
4. To approve the annual fees payable to the

non-executive directors with effect from the year
beginning 1 July 2007 as follows:

4.1 to the chairman of the board, R400 000;

4.2 for their services as directors, R78 400
each;

4.3 to the chairman of the audit committee,
R69 000;

4.4 for their services as members of the audit
committee, R33 600 each;

4.5 to the chairman of the remuneration
committee, R59 800;

4.6 for their services as members of the
remuneration committee, R29 120 each;

4.7 to the chairman of the risk committee,
R47 150;

4.8 for their services as members of the risk
committee, R22 960 each;

4.9 to the chairman of the BEE committee,
R33 925;

4.10 for their services as members of the BEE
committee, R16 520 each.

As special business, to consider and, if deemed fit,
to pass, with or without modification, the following
resolutions:

5. SPECIAL RESOLUTION NUMBER 1: GENERAL
AUTHORITY TO REPURCHASE SHARES

"RESOLVED THAT the directors be and are hereby
authorised to approve and implement the
acquisition by the company (or a subsidiary of
the company) of shares issued by the company
by way of a general authority, which shall only be
valid until the company’s next annual general
meeting, unless it is then renewed, provided that
it shall not extend beyond 15 (fifteen) months
from the date of the passing of the special
resolution, whichever period is the shorter, in
terms of the Companies Act, and the Listings
Requirements of the JSE Limited (“the JSE")
which provide, inter alia, that the company may
only make a general repurchase of its shares
subject to:

— the repurchase being implemented through the
order book operated by the JSE trading system,
without prior understanding or arrangement
between the company and the counterparty;

— the company being authorised thereto by its
articles of association;

- repurchases not being made at a price greater
than 10% (ten percent) above the weighted
average of the market value of the shares for
the 5 (five) business days immediately
preceding the date on which the transaction
was effected;



— an announcement being published as soon as
the company has repurchased ordinary shares
constituting, on a cumulative basis, 3% (three
percent) of the initial number of ordinary
shares, and for each 3% (three percent) in
aggregate of the initial number of ordinary
shares repurchased thereafter, containing full
details of such repurchases;

— repurchases not exceeding 20% (twenty
percent) in aggregate of the company’s issued
ordinary share capital in any one financial year;

—the company’s sponsor confirming the
adequacy of the company’s working capital for
purposes of undertaking the repurchase of
shares in writing to the JSE upon entering the
market to proceed with the repurchase;

- the company remaining in compliance with
paragraphs 3.37 to 3.41 of the JSE Listings
Requirements concerning shareholder spread
after such repurchase;

—the company and/or its subsidiaries not
repurchasing securities during a prohibited
period as defined in paragraph 3.67 of the JSE
Listings Requirements; and

- the company only appointing one agent to
effect any repurchases on its behalf.”

The directors, having considered the effects of
the repurchase of the maximum number of
ordinary shares in terms of the aforegoing
general authority, are of the opinion that for a
period of 12 (twelve) months after the date of
the notice of the annual general meeting:

—the company and its subsidiaries will be able,
in the ordinary course of business, to pay
its debts;

—the consolidated assets of the company and its
subsidiaries, fairly valued in accordance with
generally accepted accounting practice, will
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exceed the consolidated liabilities of the
company; and

—the company and its subsidiaries’ ordinary share
capital, reserves and working capital will be
adequate for ordinary business purposes.

The following additional information, some of which
may appear elsewhere in the annual report of
which this notice forms part, is provided in terms of
section 11.26 of the JSE Listings Requirements for
purposes of this general authority:

— directors and management — pages 15 and 17.

— major beneficial shareholders — page 85.

— directors” interests in ordinary shares — page 52.
— share capital of the company — page 67.

Litigation statement

The directors, whose names appear on page 15

of the annual report of which this notice forms
part, are not aware of any legal or arbitration
proceedings, including proceedings that are
pending or threatened, that may have or have

had in the recent past, being at least the previous
12 (twelve) months, a material effect on the group’s
financial position.

Directors’ responsibility statement

The directors, whose names appear on page 15

of the annual report, collectively and individually
accept full responsibility for the accuracy of the
information pertaining to this special resolution and
certify that, to the best of their knowledge and
belief, there are no facts that have been omitted
which would make any statement false or
misleading, and that all reasonable enquiries to
ascertain such facts have been made and that the
special resolution contains all information.
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Material changes

Other than the facts and developments reported
on in the annual report, there have been no
material changes in the affairs or financial
position of the company and its subsidiaries
since the date of signature of the audit report
and up to the date of this notice.

The directors have no specific intention, at
present, for the company to repurchase any of
its shares but consider that such a general
authority should be put in place should an
opportunity present itself to do so during the
year, which is in the best interests of the
company and its shareholders.

The reason for and effect of the special
resolution is to grant the directors of the
company a general authority in terms of the
Companies Act and the JSE Listings
Requirements for the repurchase by the
company (or by a subsidiary of the company) of
the company’s shares.

6. ORDINARY RESOLUTION NUMBER 1: PAYMENT
TO SHAREHOLDERS

"RESOLVED THAT the directors, by way of a
general authority, be and are hereby authorised
to make payments to shareholders from time to
time in terms of section 90 of the Companies
Act, as amended, and in terms of the JSE Listings
Requirements in such amount and in such form
as the directors may in their discretion from time
to time determine,

provided that:

— this general authority shall be valid only until
the company’s next annual general meeting or
for 15 months from the date of this resolution,
whichever period is shorter;

- such payments may not, in the aggregate,
exceed 20% of the company’s issued share
capital, including reserves, but excluding

minority interests and revaluations of assets
and intangible assets that are not supported by
a valuation of an independent professional
expert to the JSE prepared within the last six
months, in any one financial year, measured as
at the beginning of such financial year;

— that such payments shall be made pro rata to
all shareholders;

- that announcements will be published on SENS
and in the press setting out the financial
effects of the general payment prior to such
payment being effected and complying with
Schedule 24 of the JSE Listings Requirements;
and

- before effecting any general payment
contemplated by this ordinary resolution, the
directors will consider the effect of the general
payment and will ensure that for a period of
12 months after the date of the notice of the
general payment to be made:

e the company and its subsidiaries will be
able, in the ordinary course of business, to
pay its debts;

the consolidated assets of the company and
its subsidiaries, fairly valued in accordance
with generally accepted accounting practice,
will exceed the consolidated liabilities of the
company; and

the company and its subsidiaries’ ordinary
share capital, reserves and working capital
will be adequate for ordinary business
purposes.”

The directors of the company intend to utilise
this authority in terms of this ordinary resolution
in order to make payment to shareholders in lieu
of a dividend by way of a general payment from
the company’s share capital or share premium.

The directors are of the opinion that such
payments are in the interests of shareholders
and accordingly those directors who hold shares



in the company intend to vote in favour of the
resolution to approve the proposed payments and
recommend that shareholders do the same.

The company will publish an announcement
containing, inter alia, the terms of the payment,
the date of the annual general meeting at which
the authority was obtained, the date on which the
payment is to be made and the effect of the
payment, prior to such payment being effected.

. ORDINARY RESOLUTION NUMBER 2: ADOPTION
OF NEW SHARE INCENTIVE SCHEMES

“RESOLVED that the company adopt and approve:

7.1 the City Lodge Hotels Limited Share
Appreciation Right Scheme 2007,

7.2 the City Lodge Hotels Limited Deferred Bonus
Plan 2007,

(“the Schemes”), the salient features of which are
contained in Annexure 1 to the notice of annual
general meeting and incorporated in separate plan
rules, initialled by the chairman of the annual
general meeting for the purposes of identification,
be and are hereby approved and that the directors
of the company be and are hereby authorised to
implement the Schemes in accordance with the
terms and conditions contained in Annexure 1 to
this notice of annual general meeting and the JSE
Listings Requirements.”

Copies of the plan rules referred to in the
aforegoing resolution are available for inspection
at the registered office of the company.

. ORDINARY RESOLUTION NUMBER 3: SIGNATURE
OF DOCUMENTS

"RESOLVED THAT any one director or the company
secretary be and is hereby authorised to do all such
things and sign all such documents as they consider
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necessary to implement the resolutions set out in
this notice convening this annual general meeting at
which this ordinary resolution will be considered.”

VOTING AND PROXIES

A member entitled to attend and vote at the annual
general meeting is entitled to appoint a proxy to
attend, speak and vote in his stead. A proxy need
not be a member of the company.

The form of proxy is only to be completed by those
members who are:

e holding shares in certificated form; or

e recorded on subregister in dematerialised
electronic form in ‘own name’.

All other beneficial owners who have dematerialised
their shares through a Central Securities Depository
Participant (CSDP) or broker and wish to attend the
annual general meeting, must instruct their CSDP or
broker to provide them with a Letter of
Representation, or they must provide the CSDP or
broker with their voting instructions in terms of the
relevant custody agreement entered into between
them and the CSDP or broker. Proxy forms should be
forwarded to reach the company’s transfer
secretaries by not later than 14:00 on Monday,

5 November 2007. The completion of a proxy form will
not preclude a member from attending the meeting.

By order of the board

M C van Heerden
Company secretary

Bryanston
27 September 2007
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Annexure 1 - Salient features of the new share

incentive plans

INTRODUCTION

In line with global best practice and emerging South
African practice, the company intends to adopt two
new share incentive plans, namely a Share
Appreciation Right Scheme and a Deferred Bonus
Plan. The new share incentive plans are in line with
practice in FTSE 100 and FTSE 250 companies in the
UK and with several recently adopted schemes for
large JSE-listed or dual-listed companies.

The Share Appreciation Right Scheme and Deferred
Bonus Plan will include participation by executive
directors and selected employees of the group. The
purpose of the share incentive plans is to recognise
contributions made by selected Employees and to
provide for an incentive for their continuing
relationship with the group, by providing them with
the opportunity of receiving Shares in the company;,
thereby providing Participants with an incentive to
advance the group’s interests and to ensure that
the group attracts and retains the core
competencies required for formulating and
implementing the group’s business strategies.

It is intended that, upon approval of the Share
Appreciation Right Scheme and Deferred Bonus
Plan, no further awards will be made under

the existing City Lodge Hotels Share Incentive
Scheme.

GLOSSARY OF TERMS

“Allocated”

“Annual bonus”
incentive scheme,

“Bonus shares”

As the primary intent of the new share incentive
plans will be to purchase Shares in the market to
settle the benefits, the new share incentive plans
will not be as dilutive as conventional share option
schemes. The company will retain the right to issue
new Shares at its election to mitigate the risk of a
spike in the share price, which could expose the
company to liquidity risk. In any case, the company
will be limited to issuing no more than 7% (seven
percent) of the number of issued ordinary shares at
any one time, which currently equates to 2 974 255
shares in settlement of the existing share option
scheme and the new share incentive plans.
Notwithstanding the aforegoing, the Employer
companies may, on instruction of the Directors and
as a fallback provision only, pay any Participant
under the Share Appreciation Right Scheme an
equivalent amount in cash in lieu of any Shares. The
Deferred Bonus Plan will always be settled in
Shares.

The new share incentive plans also support the
principle of alignment of management and
shareholder interests with Performance conditions
governing the vesting of instruments.

for purposes of setting the scheme limits, one Share allocated per any one SAR or
Matching award granted;

the annual bonus earned in any 1 (one) year in terms of the company’s short-term

a number of Shares acquired by a Participant with a portion of the after-tax

component of the Participant’s Annual bonus in terms of the DBP;

“Business day”

any day on which the JSE is open for the transaction of business;



“City Lodge Share Trust Deed” the deed governing the City Lodge Share Incentive Scheme constituted on

“Company”
"CPIX"

"Date of grant”

"Date of offer”

“DEP”
"DBP period”

“Directors”

"Employee”

"Employer company”

“Escrow agent”

"“Exercise date”

"Exercise price”

“Grant” or “Granted”
“Grant price”

“Group”
"JSE"
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23 September 1992 and which contains the details regarding an option scheme
operated by the company;

City Lodge Hotels Limited (registration number 1986/002864/06),

means the consumer price index (Table 1.2) as published by Statistics South Africa
(or its successor from time to time) in their publication P0141, excluding interest
rates on mortgage bonds: historical metropolitan and other urban areas, or in any
substitute publication, or if such index is no longer published, an index calculated
by the auditors of the company from time to time, using the same factors which
were used to determine the aforesaid Consumer Price Index;

the date with effect from which the RemCom resolves to grant a share
appreciation right to an Employee as is specified in the Letter of grant;

the date with effect from which the RemCom resolves to grant a Matching award
to an Employee as specified in the Offer to participate;

the City Lodge Hotels Limited Deferred Bonus Plan 2007;

the period starting on the Date of offer and ending on the Vesting date as
specified in the Offer;

the board of directors of the company from time to time or any committee thereof
(including RemCom) to whom the powers of the directors in respect of the
Scheme and DBP are delegated in terms of the company’s articles of association
and the members of which do not hold any executive office within the Group;

a person eligible for participation in the Scheme, namely an officer or other
employee of any company in the Group as determined by the Directors but
excluding any member of the RemCom,

a company in the Group which employs an Employee;

means the person or entity appointed by the Directors from time to time to hold
Bonus shares in escrow on behalf of Participants;

the date on which an SAR is exercised by a Participant;

the Market value of a Share on the Business day immediately preceding the
Exercise date;

the grant to an Employee of a SAR in terms of the Scheme;

the Market value of the Share on the Business day immediately preceding the
Date of grant of the SARs;

the Company and its subsidiaries;

the JSE Limited (registration number 2005/022939/06), a public company duly
registered and incorporated with limited liability in accordance with the company
laws of South Africa, licensed as an exchange under the Securities Services Act,
No 36 of 2004,

City Lodge Hotels Limited Annual Report
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Annexure 1 - Salient features of the new share
incentive plans (ontinued)

“Letter of grant”

“Market value”

“Matching award”

“Matching shares”

"Offer”

“Participant”

“"Performance condition”

"Performance period”

“RemCom”

“Scheme”
“SAR period”

“Settlement”
"Settlement date”

“Share Appreciation Right”
or "SAR”

“Shares”
“Vesting date”

a document prepared by the RemCom which details the name of the Employee to
whom the SARs are Granted, the number of Shares in respect of which the awards
are Granted, the Grant price, the Date of grant, Performance period and any
applicable Performance conditions, Vesting date and any applicable conditions
pertaining thereto;

in relation to a Share on any particular day for purposes of determining the
Exercise price shall be the volume weighted average price of a Share as quoted
on the JSE for the Business day immediately preceding the Exercise date, and for
the purpose of determining the Grant price shall be the volume weighted average
price of Shares of the Company on the JSE during the 10 (ten) Business days
immediately preceding the Date of grant;

an award of Matching shares made to a Participant under the DBP, which award is
conditional;

Shares forming the subject matter of a Matching award, being equal in value to
the Market value and number of the Bonus shares held on the Vesting date;

a document prepared by the RemCom inviting an Employee to participate in the
DBP which details the name of the Participant, the number of Bonus shares and
Matching shares relating to each Bonus share, the DBP period and any applicable
conditions pertaining thereto;

an Employee to whom a Grant/Offer has been made and who has accepted such
Grant/Offer and includes the executor of his deceased estate, where applicable;

the condition specified in the Letter of grant, to which an SAR is subject, which
Performance conditions are determined by the RemCom;

the period in respect of which a Performance condition is to be satisfied as
specified in the Letter of grant;

the remuneration committee of the board comprising of non-executive directors
of the Company;

the City Lodge Hotels Limited Share Appreciation Right Scheme 2007,

the period starting on the Date of grant to 0:00 on the day stated in the Letter of
grant as being the date on which the SARs will lapse;

delivery of the required number of Shares to which a Participant is entitled
pursuant to the exercise of an SAR or the vesting of a Matching award;

the date on which Settlement shall occur;

a conditional right to receive Shares in terms of the Scheme to the value of the
difference between the Exercise price and the Grant price of that number of
SARs exercised based on the Market value of the Shares as at the date of the
notice of exercise.

ordinary shares in the capital of the Company,

the date on which an SAR becomes exercisable on fulfilment of the Performance
conditions or the date on which the Participant becomes entitled to the Matching
shares in terms of the DBP



SALIENT FEATURES OF THE SAR AND DBP

The SAR

Employees will receive annual Grants of SARs, which

are conditional rights to receive Shares equal to the
value of the difference between the Exercise price

and the Grant price. Vesting of the SARS is subject to

Performance conditions. The duration and specific
nature of the Performance conditions and
Performance period will be stated in the Letter of
grant and will be determined by the RemCom on an
annual basis in respect of each new Grant of SARS.

The Performance conditions that will be imposed will

be no less stretching than the requirement that
headline earnings per share (HEPS) should increase
by 2% (two percent) per annum above inflation over

a 3 (three) year Performance period. Retesting of the

Performance conditions will be allowed in year four
and five. After vesting, the SARs will become
exercisable. Upon exercise by a Participant, the
relevant Employer company will settle the value of
the difference between the Exercise price and the
Grant price by delivering Shares, alternatively, as

a fall-back provision only, by settling the value in
cash. SARs not exercised within the SAR period

will lapse.

The DBP

Employees will be permitted to use a portion
of the after-tax component of their Annual
bonus to acquire Bonus shares. A simultaneous
conditional Matching award of Shares will be
made to the Participant on the condition that
the Participant remains in the employ of an
Employer company and retains the Bonus
shares over the DBP period. The Participant
remains the owner of the Bonus shares for the
duration of the DBP period and will enjoy all
shareholder rights in respect of the Bonus
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shares. Bonus shares can be withdrawn from
escrow at any stage, but the Matching award is
forfeited to the extent of the Bonus shares
withdrawn from escrow during the DBP period.

Eligibility

Directors and Employees of the Company and any
subsidiary and associates of the Company that are
designated by the Directors of the Company as an
Employer company are eligible to participate in the
Scheme and DBP. The Employer companies will
recommend participation in the Scheme and DBP to
the RemCom.

Performance conditions

The vesting of SARs will be subject to the
achievement of specified Performance conditions.
The Performance conditions will be stated in a Letter
of grant, and will be set by the RemCom on an annual
basis. The Performance conditions that will be
imposed for the first grant is that the Company’s
HEPS increases by CPIX plus 6 (six) percentage points
over a three-year Performance period. If the
Performance conditions are not fulfilled, retesting
thereof from the fixed base year in year 4 and year 5
against the growth in HEPS of a minimum of CPIX
plus 8 (eight) percentage points and CPIX plus 10 (ten)
percentage points will take place.

The DBP is not subject to Performance conditions.

Limits

Overall company limit

The aggregate number of Shares which may be
allocated under the Scheme and DBP and the existing

option scheme shall not exceed 7% (seven percent) of
the number of issued ordinary shares at any one time,
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which currently equates to 2 974 255 shares. The limit
referred to shall exclude the following:

— Shares in respect of which SARs under the
Scheme have been exercised or have lapsed
without being exercised;

— Shares allocated to Participants under the DBP
which have vested or have lapsed; and

— Options granted under the City Lodge Share Trust
Deed which have been exercised or have lapsed
without being exercised.

The aggregate limit shall further include the actual
number of new Shares issued by the Company in
Settlement of the Scheme, DBP and City Lodge
Share Trust Deed.

Individual limit

The maximum number of Shares allocated in
respect of all unexercised SARs Granted in terms of
the Scheme and Matching awards Granted in terms
of the DBP and any other shares that have been
allocated in respect of unexercised options under
the City Lodge Share Trust Deed, shall not exceed
the limit determined from time to time by the
RemCom, which number of Shares shall not exceed
1% (one percent) of the issued ordinary share
capital of the Company at any one time.

Cessation of employment and death
Resignation or dismissal

If a Participant’s employment with an Employer
company terminates by reason of his resignation or
dismissal on grounds of misconduct, poor
performance or proven dishonest or fraudulent
conduct (whether such cessation occurs as a result
of notice given by him or otherwise or where he
resigns to avoid dismissal on grounds of
misconduct, poor performance or proven dishonest
or fraudulent conduct) before the Vesting date, all
SARs and all Matching awards will lapse.

Retirement

If, while any portion of a Participant's SARS remains
unexercised or a Matching award remains
unvested, a Participant retires, the Participant shall
be entitled to the same rights and be subject to the
same conditions under the Scheme or the DBP as if
he had continued to be a Participant, unless the
RemCom in its absolute discretion determines
otherwise.

Retrenchment, death, ill health, disability or other
reasons for cessation of employment

If a Participant ceases to be an Employee of an
Employer company by reason of retrenchment,
death ill health, disability or other reasons for
cessation of employment other than resignation or
dismissal or retirement, the RemCom shall by
written notice to the Participant permit a pro rata
portion of the unvested SARs and/or unvested
Matching awards to vest on the date of cessation
of employment. The pro rata portion of the SARs
that vest will reflect the number of months served
since the Date of grant and the extent to which
the Performance conditions have been satisfied
and, in the case of the Matching awards, will be
based on the number of Bonus shares held and
the time of the DBP period served at the time of
cessation of employment, unless the RemCom in
its absolute discretion determines otherwise. The
balance of the unvested SARs not permitted to be
exercised as aforesaid will lapse.

Change of control and delisting

In the event that there is a change of control of the
Company or the Shares cease being listed on the
JSE before the Vesting date, the RemCom shall by
written notice to the Participant deem a pro rata
portion of the unvested SARs and/or Matching
awards to vest on the date of the occurrence of the
change of control and permit the exercise of such



pro rata portion within a time period determined by
RemCom. The pro rata portion of the SARs and
Matching awards that vest will reflect the number
of months served since the Date of grant to the
date of the change of control and the extent to
which the Performance conditions have, in the
opinion of the RemCom, been met or, in the case of
Matching awards, the number of Bonus shares held
at the time of the change of control or delisting. The
portion of the SARs and Matching awards that do
not vest early will continue to be subject to the
terms of the Letter of grant or Offer relating thereto
unless the RemCom, in its absolute discretion,
determines that the terms of the Letter of grant or
Offer relating thereto are no longer appropriate, in
which case the RemCom shall make such
adjustment to the number of SARs and Matching
awards or take such other action as may be
required to place the Participants in no worse
position than they were prior to the occurrence of
the change of control.

In the event of an Employer company (other than the
Company), ceasing to be a subsidiary of the Company,
the RemCom may take such action as it considers
appropriate to protect the interests of Participants,
including converting SARs and/or Matching awards
into Grants in respect of shares in one or more
companies, reviewing the time that has lapsed since
the Date of grant and calculating the number of
Shares to vest in each Participant accordingly,
provided that the Participants are no worse off.

Variation in share capital

In the event of a rights issue, capitalisation issue,
capital distribution, subdivision of Shares,
consolidation of Shares, the Company being put into
liquidation for the purpose of reorganisation or any
other event affecting the share capital of the
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Company or in the event of the Company making
distributions to shareholders, including a distribution
in specie or a payment in terms of section 90 of the
Companies Act 61 of 1973 (other than a dividend paid
in the ordinary course of business out of the current
year's retained earnings), Participants shall continue to
participate in the Scheme and/or DBP, however the
RemCom may, where the Company’s value has been
materially affected thereby, make such adjustment to
the number of SARs and Matching awards or take
such other action as may be required to place
Participants in no worse position than they were prior
to the occurrence of the relevant event.

The RemCom shall notify the Participants of any
adjustments which are made under this paragraph.
Where necessary, in respect of any such
adjustments, the Company’s auditors, acting as
experts and not as arbitrators and whose decision
shall be final and binding on all persons affected
thereby, shall confirm to the RemCom in writing
that these are calculated on a non-prejudicial basis.

If the Company is placed into liquidation otherwise than
for the purposes of reorganisation, the Scheme and
DBP shall jpso facto lapse as from the date of
liquidation and any unvested awards which have not
vet vested shall jpso facto lapse from the date of
liquidation. For the purposes hereof “date of liquidation”
shall mean the date upon which any application
(whether provisional or final) for the liquidation of the
Company is granted by the relevant court.

Shares to rank pari passu

Any Shares available for the Scheme and DBP will
rank pari passu in all respects with the issued
Shares. The Company shall make timeous
application for any listing on the JSE of the Shares.
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Amendments to the scheme and DBP

Amendments to the provisions of the Scheme and

DBP relating to:

e cligibility to participate in the scheme;

e the basis for determining Grants;

e the adjustment of Grants and price in the event
of a variation of capital of the Company;

e the limitations on benefits or maximum
entitlements;

are subject to approval by ordinary resolution of the
shareholders in general/annual general meeting to
the extent (if any) required in terms of the Listings
Requirements and/or compliance with any
applicable statute, regulation, rules or Listings
Requirements from time to time. Any further minor
amendments to the rules of the Scheme and DBP
may be effected by the RemCom.



City Lodge Hotels Limited

Registration number: 1986/002864/06
Share code: CLH  SIN: ZAE 000001483

For use at the twenty-first annual general meeting of members to be held on Wednesday, 7 November 2007 at
The Lodge, Bryanston Gate Office Park, corner Homestead Avenue and Main Road, Bryanston, at 14:00.

I/we, the undersigned
of

being the registered holder/s of. ordinary shares
hereby appoint
or failing him,
or failing them, the chairman of the meeting as my/our proxy to act for me/us and vote for me/us on my/our

behalf as indicated below at the annual general meeting of the company to be held on Wednesday, 7 November
2007 at 14:00 and at any adjournment thereof.

In favour of | Against Abstain

1. | Adoption of the annual financial statements

2. | To re-appoint KPMG Inc as the independent auditors of the
company for the ensuing year and to authorise the directors
to determine the auditors’ remuneration

3. | Re-election of retiring directors

3.1 Mr H R Enderle

3.2 Mr CRosS

3.3 MrA C Widegger

4. | Approval of non-executive directors’ fees:

4.1 to the chairman of the board, R400 000;

4.2 for their services as directors, R78 400 each;

4.3 to the chairman of the audit committee, R69 000;

4.4 to the other members of the audit committee, R33 600 each;
4.5 to the chairman of the remuneration committee, R59 800;

4.6 to the other members of the remuneration committee,
R29 120 each;

4.7 to the chairman of the risk committee, R47 150;

4.8 to the other members of the risk committee: R22 960;

4.9 to the chairman of the BEE committee, R33 925; and

4.10 to the other members of the BEE committee, R16 520 each.
Special Resolution — general authority to repurchase shares
Ordinary Resolution — payment to shareholders

Ordinary Resolution — adoption of new share incentive schemes
Ordinary Resolution — signature of documents

®[No~ |

Signature Date
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NOTES

1.

Each member is entitled to appoint one or more
proxies (who need not be a member(s) of the
company) to attend, speak and vote (either on a

poll or by show of hands) in place of that member

at the annual general meeting.

A member may insert the name of a proxy or the
names of two alternative proxies of the member’s

choice in the space provided, with or without

deleting the words “the chairman of the meeting”.

All deletions must be individually initialled by the
member, failing which they will have not been

validly effected. The person whose name appears

first on the form of proxy and who is present at
the annual general meeting shall be entitled to
act as proxy to the exclusion of the persons
whose names follow.

Voting instructions for each of the resolutions

must be completed by filling in the number of
votes (one per ordinary share) under the “In

favour of”, “Against” or “"Abstain” headings on the

Proxy Form. If no instructions are filled in on the
Proxy Form, the chairman of the annual general
meeting, if the chairman is the authorised proxy,
or any other proxy shall be authorised to vote in
favour of, against or abstain from voting as he/
she deems fit.

A member or his/her proxy is entitled but not
obliged to vote in respect of all the ordinary
shares held by the member. The total number of

votes for or against the resolutions and in respect

of which any abstention is recorded may not
exceed the total number of shares held by
the member.

If this form has been signed by a person in a

representative capacity, the document authorising

that person to sign must be attached, unless
previously recorded by the company’s transfer
secretaries or waived by the chairman of the
annual general meeting.

7.

Al

11.

12.

The chairman of the annual general meeting
may reject or accept any form of proxy that is
completed and/or received other than in
accordance with these instructions and notes.

Any alterations or corrections to this form of
proxy have to be initialled by the signatory(ies).

The completion and lodging of this form of
proxy will not preclude the relevant member
from attending the annual general meeting and
speaking and voting in person to the exclusion
of any proxy appointed by the member.

Forms of proxy have to be lodged with or
posted to the company, c/o Computershare
Investor Services 2004 (Pty) Limited,

70 Marshall Street, Johannesburg, 2001

(PO Box 61051, Marshalltown, 2107), to be
received by not later than 14:00 on Monday;,
5 November 2007.

. This proxy form is to be completed only by

those members who either still hold shares in
a certificated form, or whose shares are
recorded in their own name in electronic form
in the subregister.

Shareowners whose dematerialised shares are
held in the name of a nominee and wish to
attend the annual general meeting must
contact their Central Securities Depository
Participant (CSDP) or broker who will furnish
them with the necessary letter of authority

to attend the annual general meeting.
Alternatively they have to instruct their CSDP
or broker as to how they wish to vote. This has
to be done in terms of the agreement between
the shareowner and the CSDP or the broker.

Shareowners who wish to attend and vote at

the meeting must ensure that their letters of

authority from their CSDP or broker reach the
transfer secretaries by not later than 14:00 on
Monday, 5 November 2007.



Members' diary

Financial year-end 30 June
Annual general meeting October/November
Reports
Announcement of results for the half-year February
Announcement of annual results August
Annual financial statements September/October
Dividends
Declaration Interim February

Final August
Payment Interim March/April

Final September/October

BASTION GRAPHICS
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City Lodge Hotels Limited

May the best team win!
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