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MESSAGE FROM THE CHAIRMAN

DEAR SHAREHOLDER,
The summary of our financial results for the year to 30 June 2018 also includes an executive overview of our 
performance as published on the Stock Exchange News Service (“SENS”) on Thursday, 16 August 2018.

Please note that the notice of annual general meeting, proxy form and other administrative information form 
part of this summarised report.

Similar in many ways to 2017, the 2018 financial year was a difficult period for the group, against a backdrop of 
lingering low business and consumer confidence, negligible economic growth in South Africa, policy uncertainty 
and the severe drought in the Western Cape. Overall occupancies fell by four percentage points to 59% and 
South African occupancies decreased by two percentage points to 61%. 

Due to these strong economic and trading condition headwinds, group revenue for the year dropped by 1% 
to R1,5 billion, with room rates reflecting below inflation increases, amid heightened levels of discounting in 
the industry.

Normalised headline profit before tax decreased by 8,4% to R458,9 million and normalised diluted headline 
earnings per share fell by 8,8% to 760,6 cents. 

Despite tough trading conditions, the group continued to show the resilience of its business model and the 
strength of its highly regarded brands by remaining highly profitable and strongly cash generative.

Our carefully targeted African expansion strategy made significant progress during the year when the 147-room 
Town Lodge Windhoek fully opened in November 2017, while the 171-room City Lodge Hotel at Two Rivers Mall 
in Nairobi was fully opened in September 2018. 

In South Africa, we completed the addition of 62 rooms to our City Lodge Hotel at OR Tambo International 
Airport and construction is underway on a 158-room Town Lodge in Umhlanga Ridge. Finals approvals are 
awaited for the development of a 90-room Road Lodge in Polokwane.

As a group, we remain fully committed to growth and continue to evaluate suitable development opportunities 
to grow our brand footprint in South Africa, southern Africa and eastern Africa.

Please enjoy reading our Integrated Report, the full version of which (including our annual financial statements) 
is available on our website at www.clhg.com from today, 16 October 2018.

Yours sincerely,

Bulelani Ngcuka
Chairman
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COMMENTARY

Average occupancies at the group’s operations 
decreased by four percentage points to 59% in the 
year to 30 June 2018.

In South Africa, occupancies declined to 61% from 
63% as trading conditions continued to be impacted 
by low business and consumer confidence. 
Expectations following new leadership in the ruling 
party have not yet translated into higher levels of 
economic activity. The anxiety caused due to a 
lack of clarity on the policy for land expropriation 
without compensation is further impacting investor 
confidence.

Occupancies were also impacted by the Day Zero 
water campaign in the drought-affected greater 
Cape Town area which caused some travellers to 
cancel or shorten their stays. In general, across the 
country, the length of business travel stays has been 
shortened, partly due to budgetary constraints.

Botswana occupancies were in line with the prior 
year, but Kenya occupancies were markedly weaker 
over the year due to the re-run of the country’s 
elections and an overhang of hotel accommodation 
supply in Nairobi. There were, however, encouraging 
signs of recovery in the second half of the year.      

The 151-room Town Lodge Windhoek opened 
towards the end of 2017. The first few months of 
trading have been slow, reflecting the economic 
recession in Namibia.

Group revenue for the year dropped by 1,0% 
to R1,5 billion. Against the backdrop of lower 
occupancies and increased levels of discounting in 
the industry, room rates reflected below inflation 
increases.  

On a normalised basis, total operating costs 
increased by 3,8%, while the normalised headline 
EBITDA margin decreased by 2,8% points to 37,8%. 
resulting in headline EBITDA decreasing by 8,2% to 
R566,0 million. Depreciation and amortisation rose 

by 2,4%, interest income was R2,6 million lower 
and interest expense was R13,3 million lower as a 
result of borrowing costs being capitalised during 
construction activities.

Normalised headline profit before tax decreased by 
8,4% to R458,9 million while normalised headline 
earnings decreased by 8,6% to R331,1 million. 
Normalised diluted headline earnings per share 
were down by 8,8% to 760,6 cents. 

The process of obtaining approval from the Kenya 
Revenue Authority for the Investment Deduction 
tax allowance on the development of City Lodge 
Hotel at Two Rivers Mall in Nairobi, has commenced. 
This will lead to a zero normal tax charge for the 
entire Kenyan operation, including Fairview and 
Town Lodge, until such time as the allowance is 
fully utilised. The application is based on a claim of 
150% of the cost incurred; however, only a 100% 
claim was accounted for until it is finally approved. 
There is therefore a cash flow benefit due to the 
suspension of normal tax payments, until such time 
as the allowance is fully utilised.

In line with the group’s established policy of paying 
out 60% of normalised headline earnings, adjusted 
for unrealised foreign exchange gains and losses, 
a final dividend of R2,01 was declared, bringing 
the total dividend for the year to R4,54, which is a 
decrease of 9,2% on the previous year.

On 6 July 2018, the Central Bank of Kenya (“CBK”) 
announced that SBM Bank (Kenya) had commenced 
with the acquisition of certain assets and the 
assumption of certain liabilities of Chase Bank 
Kenya in receivership, in line with its announcement 
of 17 April 2018. It also announced that this process 
would be completed by 17 August 2018. The 
announcement did not, however, give an indication 
as to when the funds held in the bank would 
become available to depositors, and as such no 
further adjustments were made to the impairment 
previously recognised. 
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DEVELOPMENT ACTIVITY
South Africa
The first 39 of 62 additional rooms at City Lodge 
Hotel at O R Tambo International Airport were 
opened in the last week of June. The remaining 
rooms are expected to become available in the next 
few weeks, taking the hotel’s capacity to 365 rooms.

Construction is progressing well on the 154-room 
Town Lodge Umhlanga Ridge, while final approvals 
are still awaited for the development of the  
90-room Road Lodge Polokwane.

East Africa
The 171-room City Lodge Hotel at Two Rivers Mall 
in Nairobi opened 104 rooms in early 2018. This 
hotel has experienced a slow start. The final 67 
rooms of City Lodge Hotel at Two Rivers Mall in 
Nairobi are expected to be completed by the end 
of the month, while the 147-room City Lodge Hotel 
Dar es Salaam in Tanzania is expected to open at the 
end of September.

Southern Africa
The 148-room City Lodge Hotel Maputo in 
Mozambique has experienced further delays and is 
now expected to open in October. 

Once all these hotels are fully operational, the 
group will offer 7 991 rooms at 63 hotels in six 
countries.

The group continues to assess opportunities in 
South Africa, Southern Africa and East Africa. 
This effort will be stepped up once the current 
expansion phase has been completed.

OUTLOOK
In South Africa, occupancies in the new financial 
year have continued the soft trend of the previous 
year. It is unlikely that there will be a meaningful 
change in sentiment until after the country has held 

its general election, which is likely to take place 
in the second quarter of 2019. The outlook for 
hotels located outside of South Africa, has shown 
encouraging signs of improvement and the group 
will benefit from the opening of the new hotels.

DIRECTORATE
Following the group’s announcement in May, long-
serving chief executive, Clifford Ross, stepped 
down at the end of June due to ill health. The 
group is hugely thankful to him for his 15 years of 
leadership and more than 30 years of contributions 
to operations and growth. We wish him well in 
his retirement.

Andrew Widegger succeeded Clifford Ross as chief 
executive officer from 1 July with Alastair Dooley 
becoming chief financial officer. Lindiwe Sangweni-
Siddo was appointed to the new role of chief 
operating officer.    

BASIS OF PREPARATION
The condensed consolidated financial statements 
are prepared in accordance with the requirements 
of the JSE Limited Listings Requirements for 
preliminary reports and the requirements of 
the Companies Act of South Africa. The Listings 
Requirements require preliminary reports to 
be prepared in accordance with the framework 
concepts and the measurement and recognition 
requirements of International Financial Reporting 
Standards (“IFRS”) and the SAICA Financial Reporting 
Guides as issued by the Accounting Practices 
Committee and Financial Pronouncements as 
issued by the Financial Reporting Standards Council 
and to also, as a minimum, contain the information 
required by IAS 34 Interim Financial Reporting. The 
accounting policies applied in the preparation of 
the condensed consolidated financial statements 
are in terms of IFRS and are consistent with those 
applied in the previous consolidated annual 
financial statements. 
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COMMENTARY CONTINUED

The condensed consolidated financial information 
has been presented on the historical cost basis, 
and are presented in Rand thousands which is City 
Lodge’s functional and presentation currency.

These condensed consolidated financial statements 
were prepared under the supervision of 
Mr A W Dooley CA(SA), in his capacity as chief financial 
officer.

REVIEW REPORT OF THE INDEPENDENT 
AUDITOR
These condensed consolidated financial statements 
for the year ended 30 June 2018 have been reviewed 
by KPMG Inc., who expressed an unmodified review 
conclusion. The auditor’s report does not necessarily 
report on all of the information contained in this 
announcement. Shareholders are therefore advised 
that, in order to obtain a full understanding of the 
nature of the auditor’s engagement, they should 
obtain a copy of the auditor’s report together with 
the accompanying financial information from the 
issuer’s registered office.

PRO FORMA FINANCIAL INFORMATION
The supplementary information presented contains 
information presented on a normalised basis. This 
information is the responsibility of the company’s 
directors and has been prepared for illustrative 
purposes only. It may not fairly present the 
company’s financial position, changes in equity, 
results of operations or cash flows. The reporting 
accountant has provided assurance on the pro 
forma information and the report is available for 
inspection at the issuer’s registered office.

DECLARATION OF DIVIDEND
The board has approved and declared final 
dividend number 59 of 201 cents per ordinary 
share (gross) in respect of the year ended 
30 June 2018.

The dividend will be subject to Dividend Tax. 
In accordance with paragraphs 11.17(a)(i) to (ix) 
and 11.17(c) of the JSE Listings Requirements the 
following additional information is disclosed: 

 • The dividend has been declared out of income 
reserves;

 • The local Dividend Tax rate is 20% (twenty per 
centum); 

 • The gross local dividend amount is 201 cents per 
ordinary share for shareholders exempt from the 
Dividend Tax;

 • The net local dividend amount is 160,8 cents per 
ordinary share for shareholders liable to pay the 
Dividend Tax;

 • The company currently has 43 573 893 ordinary 
shares in issue; and

 • The company’s income tax reference number is 
9041001711.

Shareholders are advised of the following dates in 
respect of the final dividend:

Last date to trade 
cum dividend Tuesday, 4 September 2018

Shares commence 
trading ex dividend

Wednesday,  
5 September 2018

Record date Friday, 7 September 2018

Payment of dividend Monday, 10 September 2018

Share certificates may not be dematerialised or 
rematerialised between Wednesday, 5 September 
2018 and Friday, 7 September 2018, both days 
inclusive.

For and on behalf of the board

Bulelani Ngcuka
Chairman

Andrew Widegger
Chief executive officer

15 August 2018
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CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME 

(Reviewed)
Year

ended
30 June

(Audited)
Year

ended
30 June

R000’s Note 2018
% 

change 2017

Revenue  1 498 426  (1)  1 520 410 
Other income  21 923 –
Administration and marketing costs  (99 841)  (94 844)
BEE transaction charges 2  (2 267)  (587)
Operating costs excluding depreciation  (845 483)  (825 850)

 572 758  (4)  599 129 
Depreciation and amortisation  (105 217)  (102 779)

Results from operating activities  467 541  (6)  496 350 
Interest income  4 031  6 603 
Total interest expense  (63 867)  (77 558)
Interest expense  (5 857)  (19 167)
Notional interest on BEE shareholder loan 2  (6 472)  (5 635)
BEE interest expense 2  (4 425)  (4 597)
BEE preference dividend 2  (47 113)  (48 159)

Profit before taxation  407 705  (4)  425 395 
Taxation  (128 267)  (130 254)

Profit for the period  279 438  (5)  295 141 
Other comprehensive income
Items that will never be reclassified to profit 
or loss
Defined benefit plan remeasurements –  (573)
Income tax on other comprehensive income –  160 
Items that are or may be reclassified to profit 
or loss
Foreign currency translation differences  27 825  (35 870)

Total comprehensive income for the period 307 263  19 258 858 

Basic earnings per share (cents)

– undiluted  764,7  (6)  809,8 

– fully diluted  762,9  (6)  807,5
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION 

(Reviewed)
30 June

 (Audited)
30 June

R000’s 2018 2017

ASSETS
Non current assets  2 352 684  1 978 493 
Property, plant and equipment  2 285 396  1 917 022 
Intangible assets and goodwill  54 678  50 486 
Investments  200  200 
Deferred taxation  12 410  10 785 
Current assets  333 046  372 367 
Inventories  7 298  6 845 
Trade receivables  79 167  95 092 
Other receivables  159 021  130 549 
Taxation  8 282 –
Other investments  26 185  24 217 
Cash and cash equivalents  53 093  115 664 

Total assets  2 685 730  2 350 860 

EQUITY AND LIABILITIES
Capital and reserves  1 057 866  934 311 
Share capital and premium  179 503  179 377 
BEE investment and incentive scheme shares  (524 984)  (526 729)
Retained earnings  1 265 174  1 167 252 
Other reserves  138 173  114 411 
Non-current liabilities  1 446 619  560 688 
Interest-bearing borrowings  450 000  320 000 
BEE interest-bearing borrowings  44 120 –
BEE preference shares  367 600 –
BEE shareholder’s loan  50 000 –
BEE preference share dividend accrual  273 477 –
Other non-current liabilities  86 275  89 517 
Deferred taxation  175 147  151 171 
Current liabilities  181 245  855 861 
BEE interest-bearing borrowings –  44 120 
BEE preference shares –  382 200 
BEE shareholder’s loan –  43 528 
BEE preference share dividend accrual –  236 466 
Trade and other payables  181 245  142 004 
Taxation payable –  7 543 

Total liabilities  1 627 864  1 416 549 

Total equity and liabilities  2 685 730  2 350 860 

Note: The company has authorised capital commitments of R610 million of which approximately R460 million has been 
contracted. It is anticipated that approximately R560 million will be spent by 30 June 2019. In addition, R37 million had 
been authorised in respect of the construction of buildings to be leased, of which R36 million (included in other receivables) 
has been spent as at 30 June 2018. City Lodge is funding the expenditure during construction and will be refunded the entire 
amount by the landlord on completion.
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

 Share capital 
and premium

 BEE 
investment 

and incentive
scheme 

shares
 Other 

reserves
 Retained
earnings   Total

R000’s      
Balance at 1 July 2016  167 958  (524 228)  145 016  1 083 082  871 828 
Total comprehensive income 
for the period – –  (35 870)  294 728  258 858 
Profit for the period  295 141  295 141 
Other comprehensive income
Defined-benefit plan 
remeasurements, net of tax  (413)  (413)
Foreign currency translation 
differences  (35 870)  (35 870)
Other movements
Deferred tax on settlement and 
curtailment of defined benefit fund  (1 095)  (1 095)
Transactions with owners, recorded 
directly in equity  11 419  (2 501)  5 265  (209 463)  (195 280)
Issue of new ordinary shares  11 419  11 419 
Incentive scheme shares  (2 501)  (10 205)  (16 368)  (29 074)
Share compensation reserve  15 470  15 470 
Dividends paid  (192 955)  (192 955)
Distribution by BEE structured entity  (140)  (140)

Balance at 30 June 2017  179 377  (526 729)  114 411  1 167 252  934 311 
Total comprehensive income 
for the period – –  27 825  279 438  307 263 
Profit for the period  279 438  279 438 
Other comprehensive income
Foreign currency translation 
differences  27 825  27 825 
Transactions with owners, recorded 
directly in equity  126  1 745  (4 063)  (181 516)  (183 708)
Issue of new ordinary shares  126  126 
Incentive scheme shares  1 745  (14 371)  (2 462)  (15 088)
Share compensation reserve  10 308  10 308 
Dividends paid  (178 904)  (178 904)
Distribution by BEE structured entity  (150)  (150)

Balance at 30 June 2018  179 503  (524 984)  138 173  1 265 174  1 057 866
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CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS

(Reviewed)
30 June

 (Audited)
30 June

R000’s 2018 2017

Operating cash flows before working capital changes 563 572 626 227 
Decrease/(increase) in working capital 57 315 (17 530)
Cash generated by operations 620 887 608 697 
Interest received 4 031 6 603 
Interest paid (44 347) (35 915)
Taxation paid (128 415) (117 034)
Dividends paid (178 904) (192 955)
Cash inflows from operating activities 273 252 269 396 
Cash utilised in investing activities  (436 151)  (267 630)
– investment to maintain operations  (81 936)  (38 008)
– investment to expand operations  (343 669)  (164 353)
– expenditure refundable on operating leases  (35 554)  (65 268)
– purchase of investment –  (200)
– proceeds on disposal of property, plant and equipment 25 008  199 
Cash inflows from financing activities 100 288 16 905 
– proceeds from issue of ordinary shares  126  11 419 
– purchase of incentive scheme shares  (15 088)  (29 074)
– increase in interest-bearing borrowings  130 000  50 000 
– redemption of BEE preference shares  (14 600)  (15 300)
– distribution by BEE structured entity  (150)  (140)

Net (decrease)/increase in cash and cash equivalents (62 611) 18 671 
Cash and cash equivalents at beginning of period 115 664 104 309 
Effect of movements in exchange rates on other investments (1 968) 8 663 
Effect of movements in exchange rates on cash held 2 008 (15 979)

Cash and cash equivalents at end of period 53 093 115 664 

Note: Cash and cash equivalents held with Chase Bank, Kenya, which was placed into receivership, have been reclassified as 
other investments pending the bank resuming full normal operations.
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CONDENSED SEGMENT REPORT

Primary segment Courtyard City Lodge Town Lodge Road Lodge
Central office and 

rest of Africa Total

R000’s 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Revenue 67 410 67 139 783 558 790 685 217 507 228 297 312 373 296 104 117 578 138 185 1 498 426 1 520 410
EBITDAR  24 759  25 274 445 407 470 078 97 564 110 094 169 612 166 863 (58 770) (76 656) 678 572 695 653
Land and hotel 
building rental (105 814) (96 524) (105 814) (96 524)
EBITDA 572 758 599 129
Depreciation (4 004) (3 846) (21 728) (22 612) (7 320) (7 316) (11 345) (11 670) (60 820) (57 335) (105 217) (102 779)

Results from 
operating 
activities 467 541 496 350

Geographic 
information South Africa Rest of Africa Total
R000’s 2018 2017 2018 2017 2018 2017

Revenue 1 380 848 1 382 225 117 578 138 185 1 498 426 1 520 410

Non-current assets – Property, plant and equipment 1 329 443 1 299 533 955 953 617 489 2 285 396 1 917 022
EBITDAR represents earnings after BEE transaction charges but before interest, taxation, depreciation, amortisation and 
rental.
EBITDA represents earnings after BEE transaction charges but before interest, taxation, depreciation and amortisation.
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SUPPLEMENTARY INFORMATION

(Reviewed)
Year

ended
30 June

(Audited)
Year

ended
30 June

R000’s Note 2018
% 

change 2017

1. Headline earnings reconciliation
Profit for the period  279 438  295 141 
(Profit)/loss on sale of property, plant 
and equipment  (21 923)  249 
Taxation effect  4 911  (75)

Headline earnings  262 426  (11)  295 315 

Number of shares in issue (000’s)  43 574  43 572 
Weighted average number of shares in 
issue for EPS calculation (000’s) 3  36 543  36 448 
Weighted average number of shares in 
issue for diluted EPS calculation (000’s) 3  36 629  36 548 
Headline earnings per share (cents) 4
– undiluted  718,1  (11)  810,2 
– fully diluted  716,4  (11)  808,0 

2. Normalised headline earnings reconciliation 
Headline earnings  262 426  295 315 
BEE transaction charges  2 267  587 
Notional interest charge on BEE shareholder 
loan  6 472  5 635 
BEE interest on interest-bearing borrowings  4 425  4 597 
Preference dividends paid by the BEE entities  47 113  48 159 
Deferred tax on BEE transactions  (1 812)  (1 578)
10th anniversary employee share trust 
transaction charges and DWT  (41)  7 
IFRS 2 share-based payment charge for the 
10th anniversary employee share trust  4 141  4 306 
Impairment of other investment in Chase 
Bank Kenya (net of tax) –  16 786 
Gain on settlement and curtailment of 
defined benefit fund –  (11 629)
Pre-opening expenses write-off (net of tax)  6 078 –

Normalised headline earnings  331 069  (9)  362 185 
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(Reviewed)
Year

ended
30 June

(Audited)
Year

ended
30 June

R000’s 2018
% 

change 2017

3. Number of shares (000’s)
Weighted average number of shares in issue for 
EPS calculation  36 543  36 448 
BEE shares treated as treasury shares  6 390  6 390 
10th anniversary employees share trust treated 
as treasury shares  509  509 

Weighted average number of shares in issue for 
normalised EPS calculation  43 442  43 347 
Weighted average number of shares in issue for 
diluted EPS calculation  36 629  36 548 
BEE shares treated as treasury shares  6 390  6 390 
10th anniversary employees share trust treated 
as treasury shares  509  509 

Weighted average number of shares in issue for 
diluted normalised EPS calculation  43 528  43 447 

4. Normalised headline earnings per share (cents)
– undiluted  762,1  (9)  835,5 
– fully diluted  760,6  (9)  833,6 

5. Dividends declared per share (cents) 454,0  (9) 500,0
– interim 253,0  (7) 272,0
– final 201,0  (12) 228,0

6. Dividend cover (times)
– calculated on normalised headline earnings  1,7  1,7 

7. Interest-bearing debt to total capital and reserves (%)
– calculated on a normalised basis  24,1  18,7 

8. Return on equity (%)
– calculated on a normalised basis  18,5  21,8 

9. Net asset value per share (cents)
– calculated on a normalised basis  4 289  3 928
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NOTICE OF ANNUAL GENERAL MEETING

CITY LODGE HOTELS LIMITED
Registration number: 1986/002864/06
Share code: CLH ISIN: ZAE000117792
(“the company”)

Notice is hereby given to shareholders recorded in the company’s securities register on 5 October 2018, 
that the thirty-second annual general meeting of shareholders of City Lodge Hotels Limited will be held at 
The Lodge, Bryanston Gate Office Park, corner Homestead Avenue and Main Road, Bryanston on Thursday, 
8 November 2018 at 14:00 for purposes of dealing with the following business and considering and, if deemed 
fit, passing with or without modification, the resolutions set out hereunder.

Meeting participants (including shareholders and proxies) are, in accordance with the provisions of section 63(1) of 
the Companies Act, 71 of 2008 (“the Act”) required to provide reasonably satisfactory identification before being 
entitled to attend or participate in the shareholders’ meeting.

Acceptable forms of identification include valid identity documents issued by the Department of Home Affairs, 
driver’s licences and passports.

IMPORTANT DATES AND TIMES
Record date for attending and voting at the meeting (“meeting record date”), Friday, 2 November 2018.

Last date for lodging forms of proxy with transfer secretary, Tuesday, 6 November 2018 (refer note 4 on page 20). 

AGM to be held at 14:00 on Thursday, 8 November 2018.

Announce results of AGM on SENS on Friday, 9 November 2018.

AS ORDINARY BUSINESS
1. To present the consolidated audited annual financial statements for the year ended 30 June 2018 (as set 

out on pages 114 to 165 of the Integrated Report), together with the directors’ and external auditors’ 
reports and the reports of the audit committee and social and ethics committee, as distributed.

2. Ordinary resolution number 1: Re-election of retiring directors
 To elect, by way of a series of votes, the following directors who retire in accordance with the provisions of 

the Act, and the company’s MoI, and who, being eligible and available, offer themselves for re-appointment 
or re-election, as may be applicable:

 Ordinary resolution number 1.1 “RESOLVED THAT Mr A W Dooley, who was first appointed to the board on 
1 July 2018, be and is hereby re-appointed as a director of the company”.

 Ordinary resolution number 1.2 “RESOLVED THAT Mrs L G Siddo, who was first appointed to the board on 
1 July 2018, be and is hereby re-appointed as a director of the company”.

 Ordinary resolution number 1.3 “RESOLVED THAT Ms N Medupe be and is hereby re-elected as a director 
of the company”.

 Ordinary resolution number 1.4 “RESOLVED THAT Mr S G Morris be and is hereby re-elected as a director of 
the company”.

 Ordinary resolution number 1.5 “RESOLVED THAT Mr B T Ngcuka be and is hereby re-elected as a director 
of the company”.

 Brief biographies in respect of each retiring director appear on pages 36 and 37 of the Integrated Report.
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 The board has reviewed the performance and contribution of each of the directors offering themselves for 
re-election and recommends that these directors be re-elected. Notwithstanding the aforegoing and in line 
with governance best practice, the continued independence of those non-executive directors who have 
served for longer than nine years is evaluated annually. Such evaluations take into account factors that may 
impair independence. Following a rigorous review, the board is satisfied that there are no relationships or 
circumstances likely to affect, or which affect, the judgement of Ms Medupe and Mr Morris.

3. Ordinary resolution number 2: Re-appointment of external auditor
 Upon the recommendation of the audit committee to re-appoint KPMG Inc. as the independent auditor 

of the company for the ensuing year to hold office until the next annual general meeting, with Mr Dwight 
Thompson as the designated partner and to authorise the audit committee to determine the auditor’s 
terms of engagement and remuneration.

 “ RESOLVED THAT KPMG Inc. be and is hereby re-appointed as the auditor of the company for the ensuing 
year, with Mr Dwight Thompson as the designated partner and that the audit committee be and is hereby 
authorised to determine the auditor’s terms of engagement and remuneration.”

 Having revisited the decision taken in 2017 to retain the services of KPMG Inc. and recommend its re-
election as external auditor, and on the basis that there have been no adverse findings in relation to the 
IRBA and SAICA investigations, there is nothing which merits a change of position in terms of the earlier 
decision of the board to retain KPMG Inc. as the company’s external auditor.

4. Ordinary resolution number 3: Appointment of group audit committee members
 To elect, by way of a series of votes, and subject, where necessary, to their re-election as directors of the company 

in terms of ordinary resolution 1, the following independent non-executive directors as members of the audit 
committee to hold office until the next annual general meeting:

 Ordinary resolution number 3.1 “RESOLVED THAT Mr S G Morris be and is hereby elected as a member and the 
chairman of the audit committee”.

 Ordinary resolution number 3.2 “RESOLVED THAT Mr G G Huysamer be and is hereby elected as a member 
of the audit committee”. 

 Ordinary resolution number 3.3 “RESOLVED THAT Mr F W J Kilbourn be and is hereby elected as a member 
of the audit committee”. 

 Ordinary resolution number 3.4 “RESOLVED THAT Ms N Medupe be and is hereby elected as a member of 
the audit committee”.

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

5. Ordinary resolution number 4: Signature of documents
 “ RESOLVED THAT any one director and/or the group company secretary be and is hereby authorised to 

do all such things and sign all such documents and take all such action as they consider necessary to 
implement all the resolutions set out in this notice convening this annual general meeting at which this 
ordinary resolution will be considered.”

6. Advisory vote: Remuneration policy and implementation report 
 6.1  To endorse, by way of a non-binding advisory vote, the company’s remuneration policy as set out on 

pages 83 to 91 of the Integrated Report.
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NOTICE OF ANNUAL GENERAL MEETING CONTINUED

 6.2  To endorse, by way of a non-binding advisory vote, the company’s remuneration implementation report 
as set out on pages 92 to 110 of the Integrated Report.

 In terms of King IV, an advisory vote on the company’s remuneration policy and the implementation 
thereof should be obtained from shareholders. The vote allows shareholders to express their views on the 
remuneration policies adopted and the implementation thereof. In the event that the policy is voted against 
by 25% or more of the voting rights exercised, the company undertakes to engage with shareholders in 
order to determine how to address their legitimate and reasonable concerns. 

7. Special resolution number 1: Approval of non-executive directors’ remuneration
 “RESOLVED THAT the remuneration payable to non-executive directors be approved as follows:

1 July 2018 to 30 June 2019 (R)

Annual fee payable 
with effect from 

1 July 2018

Hourly rate payable 
with effect from 

1 July 2018

Chairman of the board 999 915
Services as lead independent director 322 823
Services as a director 247 170
Chairman of the audit committee 173 250
– Other audit committee members 79 695
Chairman of the remuneration committee 152 933
– Other remuneration committee members 69 090
Chairman of the risk committee 118 545
– Other risk committee members 54 075
Chairman of the social and ethics committee 78 225
Ad hoc/temporary committee 2 000 capped at 

40 000”

 The reason for and effect of the proposed resolution is to ensure that the level of fees paid to non-executive 
directors remains market related for purposes of attracting persons of sufficient calibre and skill, and accords 
with the greater accountability and risk attached to the position.

 The reason for proposing an ad hoc/temporary committee fee over and above the remuneration ordinarily 
paid to the non-executive directors, is to set a fee for participating in an ad hoc/temporary committee 
should circumstances necessitate the formation of one to consider a specific issue falling outside the scope 
of existing committees.

 The board, on the recommendation of the remuneration and nominations committee, which in turn 
considered executive management’s recommendation in this regard has accepted the fees proposed in 
special resolution number 1 and recommends the same for approval by shareholders.

 Refer to page 146 for full particulars on the remuneration paid to non-executive directors during the year 
under review and to the remuneration report on pages 82 to 110 of the Integrated Report for further detail 
on the company’s remuneration practices.
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8. Special resolution number 2: Financial assistance
 “ RESOLVED THAT to the extent required by sections 44 and/or 45 of the Act, the board may, subject to 

compliance with the requirements of the company’s MoI, the Act and the JSE Listings Requirements, each 
as presently constituted and as amended from time to time, authorise the company to provide direct or 
indirect financial assistance in such amounts and on such terms and conditions as the board may from time 
to time resolve, by way of loan, guarantee, the provision of security or otherwise, to:

 (i)  any of its present or future subsidiaries and/or any other company or entity that is or becomes related or 
inter-related to the company, and/or any other person, for any purpose or in connection with any matter, 
including, but not limited to, the subscription of any option, or any securities issued or to be issued by 
the company or a related or inter-related company, or for the purchase of any securities of the company 
or a related or inter-related company; and/or

 (ii)  any of its present or future directors or prescribed officers (or any person related to any of them or to 
any company or corporation related or inter-related to any of them), or to any other person who is a 
participant in any of the company’s share or other employee incentive schemes, for the purpose of, or in 
connection with, the subscription of any option, or any securities, issued or to be issued by the company 
or a related or inter-related company, or for the purchase of any securities of the company or a related 
or inter-related company, where such financial assistance is provided in terms of any such scheme that 
does not satisfy the requirements of section 97 of the Act.”

	 The	reason	for	and	the	effect	of	special	resolution	number	2
 Notwithstanding the title of section 45 of the Act, being “Loans or other financial assistance to directors”, on 

a proper interpretation, the body of the section also applies to financial assistance provided by a company 
to any related or inter-related company or corporation, a member of a related or inter-related corporation 
and to a person related to any such company, corporation or member.

 Further, section 44 of the Act may also apply to the financial assistance so provided by a company to any 
related or inter-related company or corporation, a member of a related or inter-related corporation, or a 
person related to any such company, corporation or member, in the event that the financial assistance is 
provided for the purpose of, or in connection with, the subscription of any option, or any securities, issued 
or to be issued by the company or a related or inter-related company, or for the purchase of any securities 
of the company or a related or inter-related company.

 As part of the normal conduct of the business of the group, the company, where necessary, usually provides 
guarantees and other support undertakings to third parties which enter into financial agreements with 
its local and foreign subsidiaries and joint ventures or partnerships in which the company or members 
of the group have an interest. This is particularly so where funding is raised by the foreign subsidiaries of 
the company, whether by way of borrowings or the issue of bonds or otherwise, for the purposes of the 
conduct of their operations. In the circumstances and in order to, inter alia, ensure that the company and its 
subsidiaries and other related and inter-related companies and entities continue to have access to financing 
for purposes of refinancing existing facilities and funding their corporate and working capital requirements, 
it is necessary to obtain shareholder approval as set out in this special resolution number 2. The company 
would like the ability to continue to provide financial assistance, if necessary, also in other circumstances, in 
accordance with section 45 of the Act.

 Furthermore, it may be necessary for the company to provide financial assistance to any of its present or 
future subsidiaries, and/or to any related or inter-related company or corporation, and/or to a member of a 
related or inter-related company, to subscribe for options or securities of the company or another company 
related or inter-related to it. 
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 Both sections 44 and 45 of the Act provide, inter alia, that the particular financial assistance must be 
provided only pursuant to a special resolution of shareholders, adopted within the previous two (2) years, 
which approved such assistance either for the specific recipient, or generally for a category of potential 
recipients, and the specific recipient falls within that category and the board is satisfied that:

 (i)  immediately after providing the financial assistance, the company would satisfy the solvency and liquidity 
test (as contemplated in the Act); and

 (ii)  the terms under which the financial assistance is proposed to be given are fair and reasonable to the 
company.

  Accordingly, the approval of shareholders is sought to ensure that the company, its subsidiaries and other 
related and inter-related companies is able to effectively organise its internal financial administration.

9. Special resolution number 3: General authority to repurchase shares
 “ RESOLVED THAT the company is hereby authorised by way of a general authority to acquire ordinary shares 

in the share capital of the company subject to the provisions of the Act and the JSE Listings Requirements, 
provided:

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

 • the repurchase being effected 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 MoI;
 • 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 five (5) 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 and/or its subsidiaries not repurchasing securities during a prohibited period as defined 
in paragraph 3.67 of the JSE Listings Requirements unless a repurchase programme is in place where 
the dates and quantities of securities to be traded during the prohibited period are fixed and full details 
of the programme have been notified to the JSE prior to the commencement of the prohibited period;

 • the company only appointing one agent to effect any repurchases on its behalf; and
 • a resolution is passed by the board authorising the repurchase, that the company and its subsidiaries 

have passed the solvency and liquidity test and that since performing the test there have been no 
material changes to the financial position of the company.”

 The directors, having considered the effects of the repurchase of the maximum number of ordinary shares 
in terms of the foregoing 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 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.

NOTICE OF ANNUAL GENERAL MEETING CONTINUED
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 The following additional information, some of which may appear elsewhere in the Integrated Report, is 
provided in terms of section 11.26 of the JSE Listings Requirements for purposes of this general authority:

 • major beneficial shareholders – page 166; and
 • share capital of the company – page 141.

Directors’ responsibility statement
The directors, whose names appear on pages 36 and 37 of the Integrated 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.

Material changes
Other than the facts and developments reported on in the annual financial statements, there have been no 
material changes in the affairs, financial or trading position of the company and its subsidiaries since the date of 
signature of the Integrated Report and up to the date of posting.

Reason	for	and	effect	of	special	resolution	number	3
The reason for and effect of the special resolution is to grant the company and its subsidiaries a general 
authority in terms of the Act and the JSE Listings Requirements to acquire shares in the company.

The general authority is also required by the company to perform its settlement obligations to employees 
participating in the company’s various share or employee incentive schemes.

The board has no specific intention, at present, for the company to repurchase any of its shares but considers 
it necessary in order that it can avail itself of the authority should an opportunity present itself during the year, 
which the board deems to be in the best interests of the company and its shareholders, taking prevailing market 
conditions and other factors into consideration.

OTHER BUSINESS
To transact such other business as may be transacted at an annual general meeting.

VOTING AND PROXIES
A shareholder entitled to attend and vote at the annual general meeting is entitled to appoint a proxy to attend, 
speak and vote in his/her stead.

A proxy need not be a shareholder of the company.

The form of proxy is only to be completed by those shareholders who are: holding shares in certificated form; or 
recorded on the sub-register in dematerialised form in “own name”, and is attached for convenience.

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 are requested to be forwarded to reach the company’s transfer secretaries by not later than 14:00 
on Tuesday, 6 November 2018.

The completion of a proxy form will not preclude a shareholder from attending the annual general meeting.
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NOTICE OF ANNUAL GENERAL MEETING CONTINUED

ELECTRONIC PARTICIPATION
The company intends to offer shareholders or their proxies reasonable access to attend the annual general meeting 
through electronic conference call facilities, in accordance with the provisions of the Act. In the event that a 
shareholder or his/her proxy wishes to participate electronically in the annual general meeting, he/she is required 
to deliver written notice to the company at City Lodge Hotels Limited, Bryanston Gate Office Park, Building 7 (“The 
Lodge”), corner Homestead Avenue and Main Road, Bryanston, alternatively mvanheerden@clhg.com, marked for 
the attention of Mrs Melanie van Heerden, the company secretary, by no later than 14:00 on 2 November 2018 
that he/she wishes to participate via electronic communication at the AGM (“the electronic notice”). In order for 
the electronic notice to be valid it must contain: (a) if the shareholder is an individual, a certified copy of his identity 
document and/or passport; (b) if the shareholder is not an individual, a certified copy of a resolution by the relevant 
entity and a certified copy of the identity documents and/or passports of the persons who passed the relevant 
resolution, which resolution must set out who from the relevant entity is authorised to represent the relevant entity 
at the annual general meeting via electronic communication; and (c) a valid email address and/or facsimile number 
(“the contact address/number”).

Voting on shares will not be possible via electronic communication and accordingly shareholders participating 
electronically and wishing to vote their shares at the annual general meeting will need to be represented at 
the annual general meeting, either in person, by proxy or by letter of representation. The company shall use its 
reasonable endeavours on or before 14:00 on 6 November 2018 to notify a shareholder, who has delivered a 
valid electronic notice, at its contact address/number, of the relevant details through which the shareholder can 
participate via electronic communication. The company reserves the right not to provide for electronic participation 
at the annual general meeting in the event that it determines that it is not practical to do so, or an insufficient 
number of shareholders or proxies request to so participate.

The cost of participating through the electronic conference call facilities will be for the account of the shareholder 
or his/her proxy.

By order of the board

M C van Heerden

Group company secretary

Bryanston

16 October 2018
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FORM OF PROXY – CITY LODGE HOTELS LIMITED

For use at the thirty-second annual general meeting of members to be held on Thursday, 8 November 2018 
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 Thursday, 8 November 
2018 at 14:00 and at any adjournment thereof.
 

In favour of Against Abstain
1. Adoption of the annual financial statements
2. Ordinary resolution number 1: Re-election of retiring directors
2.1 Mr A W Dooley
2.2 Mrs L G Siddo
2.3 Ms N Medupe
2.4 Mr S G Morris
2.5 Mr B T Ngcuka
3. Ordinary resolution number 2: Re-appointment of external auditor
4. Ordinary resolution number 3: Appointment of group audit 

committee members
4.1 Mr S G Morris
4.2 Mr G G Huysamer
4.3 Mr F W J Kilbourn
4.4 Ms N Medupe
5. Ordinary resolution number 4: Signature of documents
6. Advisory vote: Remuneration policy and implementation report
6.1 Remuneration policy 
6.2 Implementation report
7. Special resolution number 1: Approval of non-executive directors’ 

remuneration
7.1 Chairman (inclusive of all board and committee roles)
7.2 Lead independent director
7.3 Services as director
7.4 Chairman of audit committee
7.5 Other audit committee members
7.6 Chairman of remuneration committee
7.7 Other remuneration committee members
7.8 Chairman of risk committee
7.9 Other risk committee members
7.10 Chairman of social and ethics committee
7.11 Ad hoc/temporary committee
8. Special resolution number 2: Financial assistance
9. Special resolution number 3: General authority to repurchase shares

Signature   Date 

Assisted by me (where applicable)
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FORM OF PROXY – CITY LODGE HOTELS LIMITED CONTINUED

1. This form of proxy is to be completed only by 
certificated shareholders or dematerialised 
shareholders whose shares are recorded in their 
“own name”

2. Shareholders whose dematerialised shares are held 
in the name of a nominee and who 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 
must be done in terms of the agreement between 
the shareowner and the CSDP or the broker.

3. Shareholders 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, Computershare Investor Services 
Proprietary Limited (“Computershare”) by no later 
than 14:00 on Tuesday, 6 November 2018.

4. Each shareholder is entitled to appoint a proxy 
(who need not be a shareholder of the company) 
to attend, speak and vote (either on a poll or by 
show of hands) in place of that shareholder at the 
annual general meeting. Certificated shareholders 
or “own-name” dematerialised shareholders may 
attend and vote at the annual general meeting, 
alternatively appoint a proxy to attend, speak and, 
in respect of the applicable resolutions, vote in their 
stead by completing the attached form of proxy. If a 
shareholder is unable to attend the annual general 
meeting but wishes to be represented thereat, 
he/she must complete and return the attached 
form of proxy, in accordance with the instructions 
contained therein, to Computershare, Rosebank 
Towers, 15 Biermann Avenue, Rosebank, 2196, 
to be received by them by no later than 14:00 on 
Tuesday, 6 November 2018, alternatively the form 
of proxy can be handed to the company secretary 
immediately before commencement of the annual 
general meeting. However, please bear in mind 
that the reason why shareholders are requested 
to return their form of proxy before the meeting is 
because the company has over 10 000 shareholders 
and the scrutineers must consider each proxy to 
determine whether it is validly given and whether 
the voting rights have been correctly inserted. 
Significant delays could be caused at the annual 
general meeting if these checks have to be carried 
out by the scrutineers prior to the commencement 
of or while the annual general meeting is in progress.

5. A shareholder may insert the name of a proxy of the 
shareholder’s choice in the space provided, with or 
without deleting “the chairman of the meeting”. 
All deletions must be individually initialled by the 
shareholder, failing which they will not have been 

validly effected. Should a proxy not be specified, 
this will be exercised by the chairman of the annual 
general meeting. 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.

6. Voting instructions for each of the resolutions must 
be completed by filling in an “X”, alternatively the 
number of votes (one per ordinary share) under the 
“In favour of”, “Against” or “Abstain” headings on the 
form of proxy. If no instructions are filled in on the 
form of proxy, 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.

7. A shareholder or his/her proxy is entitled but not 
obliged to vote in respect of all the ordinary shares 
held by the shareholder. The total number of votes 
for or against the resolutions and in respect of which 
any abstention is recorded may, however, not exceed 
the total number of shares held by the shareholder.

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

9. 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.

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

11. The completion and lodging of this form of proxy 
will not preclude the relevant shareholder from 
attending the annual general meeting and speaking 
and voting in person instead of the duly appointed 
proxy.

12. Form of proxy must be returned to Computershare, 
Rosebank Towers, 15 Biermann Avenue, Rosebank, 
2196 (PO Box 61051, Marshalltown, 2107), by no 
later than 14:00 on Tuesday, 6 November 2018.

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

14. A proxy may not delegate his/her authority to act on 
behalf of the shareholder to another person.
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