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REPORT OF THE INDEPENDENT AUDITORS

To the shareholders of LA LUCIA SANDS SHAREBLOCK LIMITED

We have auditec the accompanying annual financial statements of LA LUCIA SANDS SHAREBLOGCK LIMITED, which
comprises the directors’ report, the Statement of Financial Position as at 31 December 2009, the Statement of
Comprehensive Income, the Statement of changes in equity and the Statement of cash flows for the year then ended, a
summary of sign ficant accounting policies and other explanatory notes, as set out on pages 7 to 24,

Directors' Responsibility for the Financial Statements

The company's cirectors are responsible for the preparation and fair presentation of these annual financial statements in
accordance with South African Statements of Generally Accepted Accounting Practice, and in the manner required by the
Companies Act of South Africa, 1973. This responsibility includes: designing, implementing and maintairing internal control
relavant to the preparation and fair presentation of annual finarcial statements that are free from material misstatemert,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances.

Auditors' Responsibility

Our responsibility is to express an opinion on these annual financial statements based on our audit. We conducted our
audit in accordance with International Siandards on Auditing. Those standards require that we comply with ethical

requirements and plan and perform the audit to obtain reasonable assurance whether the annual financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the annual financial
stetements, The procedures selected depend on the auditors’ judgement, including the assessment of the risks of material
misstatement of the annual 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 annual financial statements
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 entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as wel as evaluating the
overall presentation cf the annual financial statements.

We believe that lhe audit evidence we have obtaned is sufficient and appropriate to provide a basis for our audit opinion.
Disagreement

As discussed in point 8.1 in the directors' report, asset replacement costs and major repairs to property, plant and
equipment have been expensed annually.

This accounting treatment differs from South African Statements of Generally Accepted Accounting Practice: Property,
Plant and Equipment AC 123 which requires that property, plant and equipment acquired te capitalised and depreciated
over their respective useful lives. Asset replacement costs of R 97 106 were expensed for the financial year ended 31
December 2009,

As discussed in point 8.2 in the directors' report, in addition te writing off replacements and maintenance to the Statement
of comprehensive income, provisions for future replacements and maintenance are raised and written off to the statement
of comprehensiva income. The amount written off to the Statement of comprehensive income in the current financial year is
R 38 425. (2008 : NIL).

This accounting treatment differs from the South African Statement of Generally Accepted Accounting Practice: Provisions
AC 130 which does not permit the recognition of provisions for future replacements and maintenance. The amount of the
provision for future replacements and maintenance on the Statement of Financial Position as at 31 December 2009 was
R480 925 (2008: R519 345).
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Opinion

In cur opinion, except for the effect on the annual financial statemerts of the matters referred to in the preceding paragraph,
the annual financial statements present fairly, in ell material respects, the financial position of the company as of 31
Decemter 2009, and of its financial performance and its cash flows for the year then ended in accordance with South

African Statements of Generally Accepted Accounting Practice, and in the manner reguirec by the Companies Act of South
Africa, 1873

Emphasis of Matter
Without qualifying our opinion, we craw attention to the fact an Annual General Meeting as required by Section 179 (1) of

the Companies Act of South Africa 1973 was not held. The company has apglied to the Registrar of Companies for an
extensicn of time to hold an Annual General Meeling and whick been granted until 31 March 2010,

g
{ i
(\. i ( X}{,W
Go do Incorporated ’ 02 March 2010
Reglstered Accountants and Auditors

Per: M N Dama 2 Flanders Place
Mount Edgecombe
Durban
4000
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DIRECTORS' RESPONSIBILITIES AND APPROVAL

The directors are required by the Companies Act of South Africa, 1673, 1o maintain adequate accountirg records and are
responsible for the content and integrity of the annual financial statements and related financial information included in this
report. It is their responsibility to ensure that the annual financial statements fairly present the state of affairs of the
company as at the end of the financial year and the results of its operations and cash flows for the period then ended, in
conformity with South African Statements of Generally Accepted Accounting Practice. The external auditors are engaged to
express an independen: opinion on the annual financial statements.

The annual financizl statements are prepared in accordance with South African Statements of Generally Accepted
Accounting Practice and are based upon appropriate accounting policies consistently applied and supported by reasonable
and prudent judgments and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the
company and place considerable importance on maintaining a strang control environment. To enable the directors to meet
these responsibilities, the board of directors sets standards for internal control aimed at reducing the rigk of error or loss in
a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework,
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These cortrols
are monitored throughout the company and all employees are raquired to maintain the highest ethical standards in ensuring
the company’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the company is on identifying, assessing, managing and monitoring all known forms of risk across the
company. While operating risk cannot be fully eliminated, the company endeavours to mirimise it by ensuring that
appropriate infrastructure, contrcls, systems and ethical behaviour are applied and managed within predete mined
procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the system of
internal control provides reasonable assurance that the financial records may be elied on for the preparation of the annual
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute,
assurance aganst material miss:atement or loss,

The directors have reviewed the company’s cash flow forecast for the year to 31 December 2010 and, in the light of this
review and the current financial position, they are satisfied that the company has or has access to adequate resources fo
continue in operational existence for the foreseeable future.

Although the board of directors are primarily responsible for the financial affairs of the company, they are supported by the
company's external auditors.

The external auditors are responsible for ndependently reviewing and reporting on the company's annual financial
statements. The annual financial statements have been examined by the company’s external auditors and their report is
presented on pages 3 to 4.

> been prepared on the going concern basis, were
n its behalf by:

The annual financial statements set out on pages 7 to 26, which ha
approved by the board of directors on 02 March 2010 and were signe

PM Collinw DA mﬁ{// 5

Durban
02 March 2010

Paage &
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LODGEMENT OF RETURNS WITH THE REGISTRAR OF COMPANIES

We hereby certify that for the vear ended 31 December 2009 the company has lodged with the
Registrar of Companies, all such returns as are required of a public company in terms of the
Companies Act,1973. as amended and that all such returns are true, correct and up to date.

C D Kneale
Corporate Governance CC
02 March 2010

Randpark Ridge

LODGEMENT OF RETURNS TO SOUTH AFRICAN REVENUE SERVICE

I hereby certify that for the year ended 31 December 2009 the company has lodged with the South
African Revenue Service, all such returns as are required of a company in terms of the Income Tax
Act. 1962, as amended and the Value Added Tax.1991, as amended and that all such returns are true,
correct and up lo date.

DA Manthey
Public Otficer
02 March 2010
Durban
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LA LUCIA SANDS SHAREBLOCK LIMITED

(Registration number 1974/001166/05)
Annual Financial Statements for the year ended 31 December 2009

DIRECTORS' REPORT

The directors submit their 26th epo-t for the vear ended 31 December 2009, This report forms dart of the audited financial
statements.

1, INCORPORATION

Your company was incorporated on 05 .une 1974 and obtained its certificate to commence business on the same day.
The company was formed as Parliament Chambers Limited but changed its name on 27 April 1981 to La Lucia Sands
Share Block Limited. The shareblock complex was off cially opened and commenced accepting occupancy on 18
November 1882,

2, REVIEW OF ACTIVITIES

Main business and operations

The company carries on the business of Timeshare in the hospizality industry. The company owns the complex known as La
Lucia Sands, a luxury three becroom apartment block sperating on a time-sharing basis, with each share in issue entitling
the holder to occupation of a specific apartment for a specific period of time as set out in the “"Consent of Use Agreement”.
The operating results and state of affairs of the company are fully set outin the attached annual financial statemerts and do
not in our opinicn require any further comment. No materizl fac: or circumstance has cccurred between the accounting
date and the date of this report.

3. FINANCIAL RESULTS

3.1 The financial results of operations of the company for the vear ended 31 December 2009, in comparison to
previous year, are summarised as follows:

2009 2008
Inceme 7,230,327 7 458,144
Operating Ccsts (4 297 871) (5072 369)
Administration Expenses (1462 552) (1291 269)
Replacement and maintenance expenses (1 467 461) (1617 239)
Finance charges (661) 1681
Profit/(Loss) for the year 1782 (527 052)

3.2 Total expenditure, excluding provisions for replacements, to 31 December 2009 of R 7 359 412 showed a
decrease of 8.8% (2008: 50% increase) over the equivalent figure for the previous year.

3.3 The provision for bad deb:s remains at R5 000. The direciors continue to adopt strincent procedures In terms of
the Consent of Use Agreement to deal with levy defaulters.

3.4 The provision for replacements anc common property maintenance was reviewed during the prior yzar and the
total provision at 31 December 2009 amounts to R480 922 (2008; R519 345). During the year under review,
anamount of R 1467 461 (Z008: R 1617 239) was spent on replacements and maintenance. An amount of
R 38 425 was transferred to provisions during the 2008 year.

4. LEVIES

4.1 The compary's main source of income is in the form of levies payable by shareholders. These funds provide for
the day to day operations of the complex including any loss brought forward at the beginning of the financial year.
In addition, provision has to be made for the futLre replacament of furniture, fittings and equipment as end when
required, as well as maintenance of the common prooserty. The Share Block Control Act no 59 of 1980 has beer
complied with in this regard.
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LA LUCIA SANDS SHAREBLOCK LIMITED

(Registration number 1974/001166/06)
Annual Financial Statements for the year ended 31 December 2009

Directors' Report

4.2 The levy per unit for the year ending 31 December 2009 of R4 336 has been increased for 2009 by R164 (14%)
(2008: 4.17%) to R5 000 per ennum, which excludes VAT, The bi-annual levy, for January to cune, and July to
December each year, was set by the directors for the first period of the 2010 year , at R2 500 excluding VAT the VAT

inclusive amount is R2 850, Discounts were offered for prompt payment before 31 January 2009 and 31 July 2009
of R 510

4.3 The levy for 2013, in monetary terms, remains well below that of other similar prestige resorts offering spacious three
bedroom accommocation. This Is despite the pressure of finances thrcugh cont nued ineguitable property rates and
other fiscus measures. Maintenance escalates with the zgeing of the building and equipment and the programme s
adjusted to meet these nzeds. A ten year plan exists and in the opinion of the d rectors, the maintenance provisien to
meaet the resort's needs is stil not yet edequate

4.4 No special lavy was raised during the 2008 year under review, As a general rule, your directors are averse 1o raising

special levies and rely or the annual levies to set aside resources for ongoing maintenance and reslacement
commitments

4.5 About 74% of the Value Added Tax charged on levies is refunded to the company in the fcrm cf input vat, equal t2
some R 82£ 531 in the year under review (2008:80%). Sa aries and wages,which are not subject to vat represent
11.8% of the total expenditure (2008:14%). This decrease is mainly due to the oLtsourcing of the accounting and
resort control services.

5. DIVIDENDS

The company Is a non profit organisatior and any surpluses are utilised to maintain the assets and provide the facilities for
a time share resor. As a conseguence of being not for profit, nc dividends were or will be declared or paid to any
shareholders during the year. As a share block company, the distribution of dividends is not part of the normal business of
the company

6. TAXATION

During the year 2000, the company became liable for taxation on all income that is not exempt under section 10(1)e of the
Income Tax Act. This section of the Inccme Tax Act was amended to remove the lotal exempticn previously available 0
share block companies. Levy income less related expenditure is still exempted from tzxation, and no assessed loss can
arise therefrom. The result of this change Is explained in the nctes to the annual fnancial statements,

7. AUTHORISED AND ISSUED SHARE CAPITAL
There were ro changes in the authcrised or issued share capitel of the company during the yea" under review,
B. NON-CURRENT ASSETS

There have teen no major changes in the nature of the non-current assets of the company during the year as well as ro
changes in the pclicy relating to their use.

8.1 Accounting for Property, Plant and Equipment

In accordance with the provisions of the Share Blocks Control Act 59 of 1980, and in common with other timeshare
operations in South Africa, your company has, since its inception as a Stare Block Company, raised an annual levy
allowing for g provision therefrom, for the maintenance and upkeep of the property. Asset replacement costs and majcr
repairs to property, plant and equipment have been charged to this account annually. This accounting treatment differs
from the relevant South African Statement of Generally Accepted Accounting Practice which requires that property, plant
and equipment acquired be capitalised and dspreciated over their respective useful lives.

The Company's auditors are obligec 1o refer to this difference in accounting treatment, which they heve done n their audit
report. Your Board considers that the South African Statement of Generally Accepted Accounting Practice in relaton to
property plant and equipment assets, is not appropriate for Share Block companies in the timeshare industry. It would
appear that the industry is strorgly i1 favour of the approach your directors have adopted o1 this issue. Your Board still
considers its approach to be correct but depending on the outcome of discussions with interested parties 1t will decide
whether any changes in the presentation of your Company's annual finarcial statements 1s required in future,
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LA LUCIA SANDS SHAREBLOCK LIMITED

{Registration number 1974/001166/05)
Annual Financial Statements for the year ended 31 Decembar 2009

Directors' Report

The Board considers that the current accounting treatment in these financial statements to be far more conservative,
practical and representative of the financial position of your Company. Timeshare companies could suffer major financial
loss and even liquidation, because of poor financial managament, presentation and reportirg. The programme of asset
maintenance and replacement each year to keep or bring the resort to a high standard of acceptability is considered
appropriate. The assets affected by the accountirg treatment are not assets that produce an income in the ordinay ccurse
of business as is the situation with trading, hotel or manufacturing companies. These assels hod insignifican: resale value
and their lives are sho't by nature of the timeshare activities. As a general rule, your directors rely on the annJal levies to
set aside resources fo ongoing maitenance and replacement commitments and obligatiors required by law and good
financial management Tha object is to smocth the increase in levies and avoid the implementation of special levies

Your Board considers that it has abided by the Accounting Framework Statement, 1ssued by the International Acccunting
Standards Board, in that the current annual financial statements reflect the concept of capital maintenance,

The following estimates are provided at cost, accumulated depreciation and depreciation charged for the year on the basis
that the cost of each item cf plant and equipment has been determined by reference to the actual cost of the respective
asset replacements, and the depreciation chargec over the estimated useful | ves of the assets. The assumplion made is
that at best the average life of the compcsite assets would be approximately seven and a half years. Attention is drawn to
the original valuation cf the composite group of assets (Furniture and Fittings) which was placed at R750 000. The net
effect of this requirement by the South African Statement of Generally Accepted Accounting Practice AC123 cn Propery,
plant and equipment, would be to decrease assets anc equity tc R1.877 million. This would not take into account the effect
of rising orices or the naturs of the household type of asset. The estimates, below, are based over the ten anc a half years :

Net book value 2009 2008
000 000

Cost - from 1990 - if current accounting statement used 5 4096 5360
Estimated accumulated deoreciation {3 501) (3 483)
1 985 1877

Estimated deprec ation charge ‘or tre current year 503 575

The current provigion for replacements and rraintenance of R480 920 doas not cover the expected expenditure for 2010,
This amount has already been set aside against budgeted capital expenditure of R848 520,

8.2 Replacement Provision

In respect of jimeshare entties, the 3oard disagrees with the concept of the South African Statemen: of Generally Accepted
Accounting Practice AC130, which cisallows a provision for future replacements and maintenance. Such a charge is not
reflected within the statutory income but would appear only as a reserve in the balance sheet. In keeping with accountng
policies since commencement of operations 11 1982, the Board has raised a provision for future replacements and
maintenance, which is ther shown within the income s:atement and thus affects the surplus or deficit therein. In the opinion
of the Board, the replacement provision is a form of depreciation provision as opposed to a distribution of surplus funds

The auditors are compelled to repor: on this apprecach resulting in a technical qualification cf the accounts based on this
departure from Statement AC130. The Board consider this to be a conservative approach and ensures that the resort s
maintained at a high standard. Had the South African Statement of Generally Accapted Actounting Practice AC130 been
compliec with, the operating profit would be increzsed by R 38 425 for the current year under review and the prior year
would remain uncianced. The provision for replacements in the balence sheet would be R 480 920 (2008, R319 345)
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