
Report on the audit of the consolidated and 
separate nancial statements
Opinion
We have audited the consolidated and separate nancial 
statements of City Lodge Hotels Limited (the group and the 
company) set out on pages 124 to 166, which comprise the 
statements of nancial posi on at 30 June 2019, and the 
statements of comprehensive income, the statements of 
changes in equity and the statements of cash ows for the year 
then ended, the accoun ng policies, notes to the nancial 
statements and the segment analysis.

In our opinion, the consolidated and separate nancial 
statements present fairly, in all material respects, the 
consolidated and separate nancial posi on of City Lodge 
Hotels Limited at 30 June 2019, and its consolidated and 
separate nancial performance and consolidated and separate 
cash ows for the year then ended in accordance with 
Interna onal Financial Repor ng Standards and the 
requirements of the Companies Act of South Africa.

Basis for opinion
We conducted our audit in accordance with Interna onal 
Standards on Audi ng (ISAs). Our responsibili es under those 
standards are further described in the Auditor’s responsibili es 
for the audit of the consolidated and separate nancial 
statements sec on of our report. We are independent of the 
group and the company in accordance with the sec ons 290 

and 291 of the Independent Regulatory Board for Auditors’ 
Code of Professional Conduct for Registered Auditors (Revised 
January 2018), parts 1 and 3 of the Independent Regulatory 
Board for Auditors’ Code of Professional Conduct for Registered 
Auditors (Revised November 2018) (together the IRBA Codes) 
and other independence requirements applicable to 
performing audits of nancial statements in South Africa. We 
have ful lled our other ethical responsibili es, as applicable, in 
accordance with the IRBA Codes and in accordance with other 
ethical requirements applicable to performing audits in South 
Africa. The IRBA Codes are consistent with the corresponding 
sec ons of the Interna onal Ethics Standards Board for 
Accountants’ Code of Ethics for Professional Accountants and 
the Interna onal Ethics Standards Board for Accountants’ 
Interna onal Code of Ethics for Professional Accountants 
(including Interna onal Independence Standards) respec vely. 
We believe that the audit evidence we have obtained is 
su cient and appropriate to provide a basis for our opinion.

Key audit ma er
A key audit ma er is a ma er that, in our professional 
judgement, was of most signi cance in our audit of the 
consolidated and separate nancial statements of the current 
period. The ma er was addressed in the context of our audit of 
the consolidated and separate nancial statements as a whole, 
and in forming our opinion thereon, and we do not provide a 
separate opinion on the ma er.

Revenue from contracts with customers
(Applicable to the consolidated and separate nancial statements)

Refer to note 17 as well as revenue recogni on accoun ng policy on page 129.

Key audit ma er How the ma er was addressed in our audit
Due to the nature of the business of providing accommoda on, 
the volume of transac ons are high and one would need to rely on 
controls to assess the completeness, accuracy and existence of 
revenue.

Revenue is a key performance measure which could create an 
incen ve for revenue to be recognised before the performance 
obliga ons have been ful lled in terms of the recogni on 
requirements of IFRS 15 Revenue from Contracts with 
Customers.

Revenue for the year for accommoda on, food and beverage 
amounts to R1 548 million for the group and R1 404 million for the 
company.

Due to the signi cant risk associated with revenue recogni on and 
the signi cant work e ort from the audit team, revenue recogni on 
was considered to be a key audit ma er in our audit of the 
consolidated and separate nancial statements.

Our audit work included the following procedures:
 • We considered the appropriateness of the group’s and company’s 

revenue recogni on accoun ng policies in accordance with 
IFRS 15 Revenue from Contracts with Customers, from 1 July 2018;

 • We tested the e ec ve opera on of internal controls (night  audit 
packs) implemented by management to assess the  ful lment of 
performance obliga ons;

 • We performed predic ve analy cal procedures over the 
accommoda on, food and beverage revenue streams and 
compared our expecta on to the actual revenue recorded and 
where the di erences were outside our expected ranges, we 
inves gated these di erences;

 • For a sample of revenue transac ons selected a er year-end we 
inspected source documenta on to ensure the transac on was 
recorded in the correct period;

 • We tested a sample of revenue at year-end by agreeing a sample 
of open invoices at year-end to subsequent receipts  from 
customers or registra on cards to verify the existence of  the 
revenue recorded;

 • We tested a sample of revenue throughout the year by agreeing a 
sample of invoices to receipts from customers or registra on cards 
to verify the existence and accuracy of the revenue recorded; and

 • We evaluated the appropriateness of management’s disclosures in 
the nancial statements as well as the updated accoun ng policies 
to ensure they are in compliance with the requirements of 
IFRS 15 Revenue from Contracts with Customers.

Independent auditor’s report 
To the shareholders of City Lodge Hotels Limited 
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ANNUAL FINANCIAL STATEMENTS

Independent auditor’s report con nued

Other informa on
The directors are responsible for the other informa on. The 
other informa on comprises the informa on included in the 
document tled City Lodge Hotel Group Integrated Report 
2019’, which includes the Cer cate by the company secretary, 
Report of the audit commi ee and the Directors’ report as 
required by the Companies Act of South Africa. The other 
informa on does not include the consolidated and separate 

nancial statements and our auditor’s report thereon.

Our opinion on the consolidated and separate nancial 
statements does not cover the other informa on and we do 
not express an audit opinion or any form of assurance 
conclusion thereon. 

In connec on with our audit of the consolidated and separate 
nancial statements, our responsibility is to read the other 

informa on and, in doing so, consider whether the other 
informa on is materially inconsistent with the consolidated 
and separate nancial statements or our knowledge obtained 
in the audit, or otherwise appears to be materially misstated. 
If, based on the work we have performed, we conclude that 
there is a material misstatement of this other informa on, we 
are required to report that fact. We have nothing to report in 
this regard.

Responsibili es of the directors for the consolidated and 
separate nancial statements
The directors are responsible for the prepara on and fair 
presenta on of the consolidated and separate nancial 
statements in accordance with Interna onal Financial 
Repor ng Standards and the requirements of the Companies 
Act of South Africa, and for such internal control as the 
directors determine is necessary to enable the prepara on of 
consolidated and separate nancial statements that are free 
from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate nancial 
statements, the directors are responsible for assessing the 
group and the company’s ability to con nue as a going 
concern, disclosing, as applicable, ma ers related to going 
concern and using the going concern basis of accoun ng 
unless the directors either intend to liquidate the group and/or 
the company or to cease opera ons, or have no realis c 
alterna ve but to do so.

Auditor’s responsibili es for the audit of the consolidated 
and separate nancial statements
Our objec ves are to obtain reasonable assurance about 
whether the consolidated and separate nancial statements as 
a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditor’s report that includes 
our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance 
with ISAs will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they 
could reasonably be expected to in uence the economic 
decisions of users taken on the basis of these consolidated and 
separate nancial statements.

As part of an audit in accordance with ISAs, we exercise 
professional judgement and maintain professional scep cism 
throughout the audit. We also:

 • Iden fy and assess the risks of material misstatement of the 
consolidated and separate nancial statements, whether 
due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is 
su cient and appropriate to provide a basis for our opinion. 
The risk of not detec ng a material misstatement resul ng 
from fraud is higher than for one resul ng from error, as 
fraud may involve collusion, forgery, inten onal omissions, 
misrepresenta ons, or the override of internal control.

 • Obtain an understanding of internal control relevant to the 
audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the e ec veness of the group’s 
and company’s internal control.
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 • Evaluate the appropriateness of accoun ng policies used 
and the reasonableness of accoun ng es mates and related 
disclosures made by the directors.

 • Conclude on the appropriateness of the directors’ use of the 
going concern basis of accoun ng and based on the audit 
evidence obtained, whether a material uncertainty exists 
related to events or condi ons that may cast signi cant 
doubt on the group and the company’s ability to con nue as 
a going concern. If we conclude that a material uncertainty 
exists, we are required to draw a en on in our auditor’s 
report to the related disclosures in the consolidated and 
separate nancial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are 
based on the audit evidence obtained up to the date of our 
auditor’s report. However, future events or condi ons may 
cause the group and/or the company to cease to con nue 
as a going concern.

 • Evaluate the overall presenta on, structure and content 
of the consolidated and separate nancial statements, 
including the disclosures, and whether the consolidated 
and separate nancial statements represent the underlying 
transac ons and events in a manner that achieves fair 
presenta on.

 • Obtain su cient appropriate audit evidence regarding the 
nancial informa on of the en es or business ac vi es 

within the group to express an opinion on the consolidated 
nancial statements. We are responsible for the direc on, 

supervision and performance of the group audit. We remain 
solely responsible for our audit opinion.

We communicate with the directors regarding, among other 
ma ers, the planned scope and ming of the audit and 
signi cant audit ndings, including any signi cant de ciencies 
in internal control that we iden fy during our audit.

We also provide the directors with a statement that we 
have complied with relevant ethical requirements regarding 
independence, and to communicate with them all 

rela onships and other ma ers that may reasonably be 
thought to bear on our independence, and where applicable, 
related safeguards.

From the ma ers communicated with the directors, we 
determine those ma ers that were of most signi cance in the 
audit of the consolidated and separate nancial statements of 
the current period and are therefore the key audit ma ers. 
We describe these ma ers in our auditor’s report unless law 
or regula on precludes public disclosure about the ma er or 
when, in extremely rare circumstances, we determine that a 
ma er should not be communicated in our report because the 
adverse consequences of doing so would reasonably be 
expected to outweigh the public interest bene ts of such 
communica on.

Report on other legal and regulatory 
requirements
In terms of the IRBA Rule published in Government Gaze e 
Number 39475 dated 4 December 2015, we report that 
KPMG Inc. has been the auditor of City Lodge Hotels Limited 
for 33 years.

KPMG Inc.

Per  Dwight Thompson
Chartered Accountant (SA)
Registered Auditor
Director

14 October 2019
KPMG Crescent

85 Empire Road, Parktown, Johannesburg
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