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Independent Auditor’s Report
To the members of

The Peninsula Share Block Limited

Opinion

We have audited the financial statements of The Peninsula Share Block Limited set out on pages
13 to 23, which comprise the statement of financial position as at 31 December 20186, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position
of The Peninsula Share Block Limited as at 31 December 20186, and its financial performance and
cash flows for the year then ended in accordance with International Financial Reporting Standards
and the requirements of the Companies Act of South Africa.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (1ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the company in
accordance with the Independent Regulatory Board for Auditors Code of Professional Conduct for
Registered Auditors (IRBA Code) and other independence requirements applicable to performing
audits of financial statements in South Africa. We have fulfilled our other ethical responsibilities in
accordance with the IRBA Code and in accordance with other ethical requirements applicable to
— performing audits in South Africa. The IRBA Code is consistent with the International Ethics
MH, Abbas Standards Board for Accountants Code of Ethics for Professional Accountants (Parts A and B).

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

M. Fourie

g Other information

1. Hashirn

Mgty ) The directors are responsible for the other information. The other information comprises the
H.C. Killan (PE) Directors’ Report, Report of the Audit Committee and Report of the Social and Ethics Committee
EJr;b'-“h;m" as required by the Companies Act of South Africa and the supplementary information set out from
J. M. Mieid

F. Rhoda

H.J. Salmon

L.M. Scott (Managing)
N. 1. Sirybia

B. van der Walt

Y. Weaver-Sasman

M.S. Willimod {PE)
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pages 24 onwards. The other information does not include the financial statements and our
auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in deing so, consider whether the other information is materially inconsistent with
the financial 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 information, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting 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 preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

in preparing the financial statements, the directors are responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concemn
and using the going concern basis of accounting unless the directors either intend fo liquidate the
company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial 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 influence the
economic decisions of users taken on the basis of these financial statements.

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

+ |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, 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 effectiveness of the company's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

¢ Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial 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 conditions
may cause the company to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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evidence obtained up to the date of our auditor's reporl. However, future events or conditions
may cause the company to cease to confinue as a going concern.

+ Evaluaie the overall presentation, structure and content of the financial statements, including
the disciosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

GRANT THORNTON CAPE INC.

Chartered Accountants (SA)
Registered Auditors

JM Nield

Partner

Chartered Accountant (SA)
Registered Auditor

30 Aprii 2017
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The members, THE PENINSULA SHARE BLOCK LIMITED
The directors have pleasure in presenting their report for the year ended 31 December 2016.
NATURE OF BUSINESS

The company operates a timesharing scheme in respect of the property it owns known as “The Peninsula”. The ownership of
a share block in the company is linked to occupation rights granted in terms of use agreements with share block holders.

REVIEW OF ACTIVITIES
The results of the company and the state of its affairs are set out in the attached financial statements.
MANAGEMENT

The policy of the company is determined by the board of directors, subject to the decisions of the company in general
meeting.

In terms of a written contract, the management of the company’s timesharing scheme and the related hotel operation is
conducted by Peninsula Management (Proprietary) Limited a wholly owned subsidiary of Dream Hotels and Resorts
(Proprietary) Ltd, part of the Leisure Options Group.

In terms of a written subcontract with Peninsula Management (Proprietary) Limited, the management of the hotel is carried
out by Dream Hotels and Resorts (Proprietary) Ltd, which currently manages or markets 18 hotels, game lodges and resorts
in South Africa.

Dream Vacation Club (“DVC”), which is managed by Leisure Options (Pty) Ltd, is a points based membership club offering
worldwide vacations on an exchange basis, remains the largest shareholder in the Share Block Company.

The Company’s directors are set out on page 8 and those directors who are also directors of either of the two management
companies or trustees of the major shareholder are set out below:

Directors of Directors of Directors of Trustees of
Peninsula Management Leisure Options Dream Hotels & Resorts Dream Vacation Club
A.M Schlesinger R.W. Dickson R.W. Dickson R.W. Dickson

R.W. Dickson D.l. Gordon R.N. Dickson D.l. Gordon

D.l. Gordon D.l. Gordon

R.N. Dickson

LEVY FUND

Under the terms of their use and occupation agreements, owners are obliged to contribute to the levy fund of the company.

The levy fund provides for the following:

- management and administration of the company

- repair, upkeep and management of the company’s property which is used for purposes of a timesharing scheme and
related hotel operations

- the discharge of any obligations of the company

- future expenditure in respect of fixed assets.
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The basic weekly levies (inclusive of VAT) applicable to the four unit types are set out below.

2016 2017

R R
Mini Suite 4,817 5,202
Luxury Suite 5,780 6,242
Super Luxury Suite 6,407 6,920
Royal Suite 8,043 8,686

In addition, there are supplementary seasonal weekly levies which cover additional facilities provided during peak and high
season periods.

2016 started with a challenge as the council implemented level 2 water restrictions, which saw water prices increasing by
20% in January. In July, the annual increase of 9.75% was imposed on the inflated rates and December saw another 20%
increase as the council implemented level 3. This inspired management to start making use of grey water, pumped from
boreholes via a holding tank to the toilet flushing tanks on the roof of the building. Other expenses such as electricity, guest
supplies, laundry materials and guest entertainment were above their respective budgets due to a much busier resort. In
addition the council automatically, in their rate evaluation, converted The Peninsula from residential to commercial, which
would have a major impact on the rates bill by an additional R60K per month (unbudgeted). This was successfully appealed
by management and additional charges were reversed. This is a national problem currently being addressed by VOASA on
behalf of the industry and could still become an issue. Management has continued to focus on very tight controls and despite
the overspend explained above, managed to come within budget for the year by saving in other areas.

The levies for 2017 increased by 8%. This will aim to combat the above inflation increases in expenses such as utilities, rates
and salaries.

The levy fund receives “A” class levies from the timeshare owners, as reflected on the table of weekly levies set out above. It
also receives “B” class levies, paid by the hotel operator from its trading income.

FINANCIAL RESULTS
The financial results of the Company are set out in the attached financial statements.

In accordance with the provisions of the Share Blocks Control Act, and in common with other timeshare operations in South
Africa, this company raises an annual levy, which includes a provision for the maintenance and upkeep of the property. Asset
replacement costs and major repairs to property, plant and equipment have been charged against this amount annually.

The Company has adopted the International Financial Reporting Standards (IFRS) as of 2011 which requires specific
accounting for Share Block companies. This required that the Property, namely Erf 1202, Sea Point West, Cape Town, the
size of which is 5,738 square metres, be derecognized, as no future benefit is retained by the Share Block Company,
because such benefits have been passed to timeshare owners who have acquired the right to occupy a specific unit for a
specific period in each year.

ESTABLISHMENT OF A SOCIAL AND ETHICS COMMITTEE

Since Peninsula Share Block Ltd has more than 500 individual shareholders, it is required in terms of Section 72(4) of the
Companies Act 2008 and Regulation 43(5) of the Companies Regulations 2011, to have the above committee.

The responsibilities of this committee are as follows:
To monitor the company’s activities, having regards to all legal requirements, with regard to matters relating to:

a. Social and economic development as regards to its current and future employees.
b. Good corporate citizenship, including sponsorship and development of its surrounding community.
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c. Protection of the environment including health and public safety.
d. Consumer and public relations.
e. Labour and employment relationships.

The report of the committee is included in the 2016 annual report.
MAINTENANCE AND REFURBISHMENT

Management continues to strive to maintain and improve the high standard of the building and the finishes at The Peninsula.
A three-pronged programme to meet these objectives is in operation:

1. Routine repairs and maintenance are budgeted for and expended as a normal levy expense.

2. Each suite is allocated a maintenance week between May and September. By grouping maintenance weeks within the
building, management strives to ensure that any necessary maintenance refurbishment work is carried out with the
minimum of inconvenience to owners and guests.

Points 1 and 2 were carried out at a total maintenance cost for the year of R1,127,626.

3. A long term programme for refurbishment, replacement and enhancement of fixed assets is reviewed and updated
annually against a 10 year capex plan. The expenditure incurred in terms of this programme is charged against the
Reserve for Expenditure on Fixed Assets and amounted to R9,069,756 during 2016. This included the following
programmes and additions:

- painting of exterior walls of building facing Beach & Queens Roads

- installing Wi-Fi boosters to ensure coverage all over the building

- replacing 36 suites’ sleeper couches, bedspreads, curtains and other softs

- refurbishment of barstools, ottomans, dining chairs, dressing tables, tub chairs and headboards
- refurbishment of kitchens in 8 suites

- refurbishment of bedroom cupboard fronts in 8 suites

- replacing floor tiles in 24 suites

- replacing of sliding doors in 9 suites

- replace patio furniture in 36 suites

- replace washing machine in laundry

- trading in the 3 year old kombi for a new one

- electrical plug points added to facilitate charging of mobile devices in the main bedroom headboards in all suites

FIXED ASSETS

A gross amount of R7,932,947 was transferred from the levy fund to the reserve for expenditure on fixed assets and an
amount of R9,069,756 was expended against the reserve.

At the end of the 2016 financial year, the reserve amounted to R5,026,077. This reserve is adequately covered by the cash
resources of the company, which amounted to R11,216,830 at the balance sheet date. The directors are committed to
ensuring that the reserve for expenditure on fixed assets remains sufficient to maintain The Peninsula’s facilities at an
appropriate level.

HOTEL OPERATIONS

The Dream Hotel and Resorts takeover in 2014 continues to bring positive results to The Peninsula. The new distinctive
Dream Hotels and Resorts branding is gradually becoming a part of The Peninsula with its corporate culture of “One Guest”
ensuring that all our guests are treated as unique individuals.

The Peninsula All-Suite Hotel maintained its 4 star hotel grading through the Tourism Grading Council. This is a strategic
decision to maintain hotel occupancies rather than to be graded as a 5 star self catering establishment that tends to confuse
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the consumer and has a negative impact when pitching for government and corporate business. The Peninsula achieved a
level 2 rating for both the Share Block and Management companies in its BBBEE score card rating. The resort achieved 95%
on its external Health and Safety and has moved away from Heritage Grading system, but registered with ERO, a more
involved company monitoring utility usage and appointed an environmental consultant Sally Misplon to assist our established
Greening Program. The Peninsula was once again recognized at the RCI Oscas coming 3™ in the Large Resort Category
and winning the Green Award for its water recycling initiatives. In addition it was selected as Resort of the Year in the Dream
Hotels and Resorts stable.

Food and Beverage income for 2016 was R9.1 million, a growth of R4.4 million on the previous year, due to opening of the
Strolla Restaurant and Bar. The contribution of “B” class levies to the levy fund was R886K, an increase on previous year of
R232K.

Rooms revenue of R11.8 million showed a 39% increase on the previous year. The room sale efficiency in the rental pool
was 84.1%, an increase of 8.8% and the average daily room rate increased by 16% to R1319. The daily revenue per
available room averaged at R1109, an increase on the previous year of R253. There was an increase of 719 suite nights
available in the rental pool, which indicates that with the more favorable returns, more owners are making use of the pool.

2016 has been an exceptional year for the Hotel achieving exceptional revenue growth of 61.6%.

We are optimistic entering into 2017 that with the growth of popularity in Strolla restaurant and a strategy to increase average
suite rate over period of high demand, we will manage to maintain positive growth. The current political status still creates
uncertainty, but with more clarity on the visa regulations and a less volatile rand there is more positivity in the industry.
Particularly in Cape Town, a destination and brand that is becoming stand alone and bucking other trends in South Africa.
Our greatest challenge is water related where our dam capacity has not grown to meet the increasing population coupled
with the severe drought, putting enormous strain on our infrastructure.

PROPERTY ENHANCEMENTS

The design decisions are made by a committee who meet quarterly to discuss changes and implementation of interior
design, consisting of Dee De Kock (Interior Designer), Di Gordon (Share Block Director), Fuaad Sieed (Property Manager)
and Chris Godenir. Dee has been reappointed by the Board as the interior designer for a further 5 years.

In 2016 we completed the soft refurbishment of 36 suites, finishing the current 5 year cycle. 24 suites were retiled and all
outstanding will be completed during 2017. The Conference and Banqueting area was upgraded and the entrance area re-
tiled and furnished. The board has approved future major capital expenditure on refitting of bathrooms and remaining kitchen
units. We will be replacing on a required basis air-conditioners, and have sourced a more hygienic spa bath. 3 bathrooms will
be refitted in 2017 with the remaining done over a 5 year plan. It has been decided that 6 of the studio units with small baths
will be replaced with a walk-in shower. The painting of The Peninsula front and side fagade was completed in 2016 and the
back of the hotel is scheduled for this year. During 2017 we will be improving the heated back pool area and landscaping 216
roof top to improve the esthetic appearance.

The Peninsula has a comprehensive rolling 10 year capital refurbishment plan which ensures that it maintains its status as
the Premier Timeshare Resort in South Africa. The General Manager is always willing to go through the finer details with any
shareholder who is visiting the property.

SUNSET RESTAURANT AND FACES BAR

During 2017 we will be completing the makeover of the Food and Beverage Department with a new design for Sunset
Restaurant and Faces Bar. The Faces Bar will become non smoking; however a small area with adequate ventilation will be
glassed off to accommodate our smoking residents. Our buffet breakfast will continue to be served in the Sunset Restaurant
but a more formal dinner menu will be created in contrast to the more relaxed style of Strolla. Room Service will be
revolutionized to deliver an eco-friendly offering; every suite has a fully equipped kitchen with cutlery and crockery so room
service food will be delivered in hygienic containers for self service and reheating. Room service continental breakfast will be
offered, but for more formal in-room dining, our dinner menu will be offered and waiter served with a surcharge.
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Food and Beverage revenue has increased considerably resulting in a greater saving in the levy budget; this is due to
increased "B" class levy income whereby 5% of F&B revenues are paid to Share Block account. A good reason for share
holders to use these new facilities

SHARE CAPITAL

The share capital of the company is divided into share blocks. The ownership of a share block confers occupation rights of
the company’s property, granted in terms of use agreements with share block holders, which inter-alia provide for the
following:

- the granting of exclusive rights of use and occupation of accommodation for determinable periods during the year

- levy contributions

DIVIDENDS

Due to the nature of the company’s operations, no dividends were declared or paid.

DIRECTORS

The directors of the company in office during the year and at the date of this report are:

A.M. Schlesinger - “B” class director and chairman
R.W. Dickson - “A” class director
D.l. Gordon - “A” class director
H.A.F. Patrick - “A” class director
R.N. Dickson - “B” class director
SECRETARY
The secretary of the company is: Leisure Options (Pty) Ltd

310 Main Road

Bryanston 2021
Postal address: P.O.Box 786027

Sandton 2146
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