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Our BranD OVErVIEW

Our rOOms

■  Studio, one or two-bedroom luxury air-conditioned rooms.
■  Well-appointed bathroom(s).
■   fully equipped kitchenette.
■   personal electronic safe in each room (big enough 

for laptops).

■   International direct-dial telephone.
■   Television with M-net and selected DStv channels.
■   Chrysalis cotton-rich percale linen.
■   Tea and coffee-making facilities.

■  Spacious rooms with various-sized beds.
■  Television with satellite TV.
■ Bathroom with bath and/or separate showers.
■ Irons and ironing boards.

■  Tea and coffee-making facilities.
■  Electronic safe large enough to accommodate a laptop.
■  Desk with lighting and plugs for easy connectivity.

■  fully carpeted, spacious air-conditioned room with double 
or twin beds.

■  Television with M-net and selected DStv channels.
■ Interleading family rooms available.

■ En-suite bathroom with maxi-shower.
■   Tea and coffee-making facilities.
■  Desk with lighting and plugs for easy connectivity.
■ Electronic safe large enough to accommodate a laptop.

■  Fully carpeted and air-conditioned.
■  Television with M-net and selected DStv channels.
■ Working desk.

■  En-suite bathroom with shower, toilet and hand basin.
■  rooms with double or twin beds, with single sleeper chair 

available in selected rooms.

■   Spacious air-conditioned room with queen-sized bed 
or twin beds.

■   Television with M-net and selected DStv channels.
■   Bathroom with bath and separate shower or 

maxi-shower.
■   Tea and coffee-making facilities.

■    rooms with sleeper-sofa available at selected hotels on 
request.

■   Electronic safe large enough to accommodate a laptop.
■    Desk with lighting and plugs for easy connectivity.
■   plush duvets with cotton-rich percale linen.

1 hotel ■ 127 rooms

5 hotels ■ 381 rooms

17 hotels ■ 3 002 rooms

12 hotels ■ 1 503 rooms

22 hotels ■ 2 059 rooms
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Our services Our curreNT LOcATiONs

■  Johannesburg (Eastgate, rosebank, Sandton).
■   port Elizabeth.
■ Tshwane (arcadia).

■   Intimate lounge area.
■   Courtesy bar (17:00 to 19:00).
■   24-hour enhanced security.
■   Free, secure parking just metres from your door.
■  an elegant boardroom for guest use.
■   personal use of guest office and internet.
■  Sparkling pool in landscaped garden setting.
■   Full English and continental breakfast daily.

■   In-room dining by arrangement with local 
restaurants.

■  Same-day laundry and dry-cleaning 
service.

■  24-hour launderette.
■  personalised food shopping service.
■   Wireless internet access.

■  Nairobi, Kenya.■  Gym.
■  Boardrooms and conference facilities.
■  Convenient location.
■  Full English and continental breakfast daily.
■ 24-hour reception and check-in.

■  Sundowner bar.
■  a number of onsite restaurants and cafés.
■ Same-day laundry and dry-cleaning service.
■  Sparkling swimming pool.
■ Free and convenient parking.
■ Wireless internet access.

■  Bellville.
■  George.
■  Johannesburg (Johannesburg Airport, 

Midrand, roodepoort, 
Sandton – Grayston Drive).

■ Mbombela.
■ polokwane.

■ port Elizabeth.
■ Tshwane (Menlo park).
■  Gaborone, Botswana.
■ Nairobi, Kenya.

■  Convenient locations, close to major 
routes.

■ Free, easy and secure parking.
■ 24-hour reception and check-in.
■  Full English and continental breakfast daily. 
■ Sundowner bar.

■  24-hour vending machine for snacks and 
beverages.

■ Same-day laundry and dry-cleaning service.
■ Wireless internet access.

■   Bloemfontein airport.
■  Cape Town (n1 City, Cape Town 

International airport).
■    Centurion.
■   Durban (Central, umhlanga ridge).
■   East London.
■  Johannesburg (Carnival City, Germiston, 

isando, Johannesburg Airport, 
randburg, rivonia, Southgate).

■    Kimberley.
■  Mbombela.
■ pietermaritzburg.
■  port Elizabeth (port 

Elizabeth airport, 
Summerstrand).

■    potchefstroom.
■  richards Bay.
■  rustenburg.

■ a light breakfast is available daily.
■  24-hour vending machines stocked with 

snacks and beverages.
■    Free, ample and secure parking.
■    24-hour reception service and check-in.

■  Wireless internet access.

■   Bloemfontein.
■    Cape Town (GrandWest, pinelands,  

V&a Waterfront).
■    Durban (Central, umhlanga ridge).
■    Johannesburg (airport – Barbara road, 

Bryanston, Fourways, newtown, Or Tambo 
Airport, Sandton – Katherine Street, 
Sandton – Morningside, Waterfall City).

■    port Elizabeth.
■  Tshwane (Hatfield, 

Lynnwood).

■   Internet area.
■    Mini gym.
■   Boardroom.
■    Convenient locations, close to major routes.
■    Full English and continental breakfast daily.
■   24-hour reception and check-in.
■   Sundowner bar.

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

■   Same-day laundry and dry-cleaning service.
■   Sparkling swimming pool.
■    Free and convenient parking.
■    Wireless internet access.
■   #Cafe serving light meals.
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Located on two hectares of beautifully 
landscaped and manicured gardens, this 
hotel combines comfort and style to suit 

both business and leisure travellers. It 
offers excellent access to the nairobi CBD 

and the city’s two main airports. 

apart from comfortable rooms and 
apartments, the hotel also offers free 

wireless internet, conferencing, a wine bar, 
a swimming pool and excellent dining 

facilities for all meals.

A trAveller’s oAsis

25



26
Our BranD OVErVIEW COnTInuEDOur BranD OVErVIEW COnTInuED

26



Each of our five Courtyard hotels has its own distinct 
character and personality, but each also has the same 

goal – to provide guests with an excellent 
accommodation experience in an elegant environment.

From access to a personal shopping service, to the 
benefit of an early evening courtesy bar, guests are 

given the sort of special treatment to be expected from 
a brand that goes out of its way to meet needs and 

surpass expectations.

With its spacious accommodation options ranging from 
studio through to two-bedroom luxury rooms, the 

Courtyard brand offers a large degree of self-sufficiency 
with guests having access to their own kitchenette, 

lounge and dining areas. 

SupErIOr SErVICE, IMpECCaBLE STYLE
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City Lodges have established an  
enviable reputation as providers of ideal 

services and features for both business 
and leisure travellers.

From their scrumptious breakfasts,  
coffee shops and sundowner bar  

services, through to their spacious  
en-suite bedrooms and inviting  

swimming pools, they have all that guests 
need to enjoy a home-away- 

from-home experience in outstanding 
locations with ample safe parking.

IDEaL FOr BuSInESS Or LEISurE
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Town Lodges offer affordable  
accommodation in convenient locations. 

While their bedrooms are slightly smaller 
than those at City Lodges, they offer many of 
the same services such as friendly staff, great 

breakfasts, sundowner bar services and 
swimming pools, along with lots of free 

safe parking.

COnVEnIEnCE WITH a SMILE

31
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Superbly located for budget- 
conscious business and leisure  

travellers, road Lodges provide incredible value 
for money without scrimping on quality. 

One, two or three guests can share a 
comfortably furnished and decorated room for 

the single room rate.  
Continental breakfasts and ample  

free safe parking are also provided.

VaLuE, VaLuE, VaLuE!

33
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Skills and expertise 
Legal and general business expertise

Serves on the board of the  
following listed companies:
Buildmax Limited
CSG Holdings Limited (chairman)

Other: 
Vuwa Investments proprietary Limited
Menzies Aviation (South Africa)  
proprietary Limited
Coega autospray proprietary Limited
amadlelo agri proprietary Limited
BetterGroup Limited
Leapfrog property Group proprietary 
Limited

Skills and expertise
Areas of expertise include legal,  
finance, corporate finance,  
private equity, venture capital,  
empowerment, investment,  
mining and tourism

Serves on the board of the  
following companies:
Bright resources Investments  
proprietary Limited
Manganese Metal Company  
proprietary Limited
Strauss & Co (executive chairman)

Bulelani ngcuka (62)†

Chairman
Bproc, LLB, Ma (Webster university, 
Geneva, Switzerland

Appointed to the board in 2008

frank Kilbourn (55)†■ 

Lead independent
BCom, LLB, Ba Honours 
(philosophy, cum laude), HDip (Tax), 
LLM

Appointed to the board in 1996

Skills and expertise 
Areas of expertise include strategy, 
finance, audit, risk, accounting, tax,  
compliance, human resources and 
general management

Serves on the board of the  
following listed companies:
Group Five Limited
Hudaco Industries Limited
Zurich Insurance Company  
South africa Limited 

Other: 
rolex Watch (South africa) 
proprietary Limited
Sasol pension Fund
Wits Donald Gordon Medical Centre 
proprietary Limited

Stuart Morris (70)■# †

BCom, Chartered accountant (Sa)

Appointed to the board in 2006

Skills and expertise 
Areas of expertise include  
strategy, management and  
operations within the hotel industry

Serves on the following tourism 
boards:
Tourism Business Council of  
South africa
federated Hospitality Association  
of Southern africa
Tourism Enterprise partnership
StH – UJ School of tourism and 
Hospitality

Clifford Ross (59)# Ø£

Dip (Hotel Management), advanced  
Management programme (Cornell)

Appointed to the board in 1991
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Skills and expertise 
Areas of expertise include legal, 
tourism, management and  
management consulting,  
corporate finance, consulting, 
investment analysis,  
stockbroking and wealth  
management

Serves on the board of the 
following companies:
Brand South africa
MAd Charity and Children’s 
Eco Training
Member of executive  
Committee of the Klaserie  
private nature reserve

Vincent rague (63)*#

Ba Honours (Economics and 
Statistics)

Appointed to the board in 2016

Keith Shongwe (52)#

BSc, MBChB

Appointed to the board in 2002

Skills and expertise 
Areas of expertise include 
accounting, finance and  
management, property  
development and operations 
within the hotel industry

Ndumi Medupe (45)■#

Chartered accountant (Sa)

Appointed to the board in 2006

George Gideon (Deon) 
Huysamer (53)#■

Ba LLB

Appointed to the board in 2015

andrew Widegger (50) # Ø£

Chartered accountant (Sa)

Appointed to the board in 1994

Skills and expertise 
Areas of expertise include audit, 
risk, governance and financial 
management 
 
Serves on the board of the 
following companies:
indyebo Consulting  
(founder and chief executive)
pinnacle Holdings Limited
italtile Limited
Futura Footwear Limited

Skills and expertise 
Areas of expertise include 
business development, consulting, 
management, technology, project 
management and healthcare

Skills and expertise 
Areas of expertise include  
banking, investment, project and 
corporate finance

Serves on the board of the 
following companies:
Catalyst principal partners,
Financial Sector Deepening africa
Group Five Limited
pan-africa Infrastructure 
Development Funds
Kenya Airways

■ Member of audit committee
 Member of executive committee
†  Member of remuneration and nomination 

committee

 Member of social and ethics committee
# Member of risk committee
Ø executive director
 independent non-executive

£	By invitation – audit committee
		By invitation – remuneration and 

nomination committee
*	Kenyan
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Lindiwe Sangweni- 
Siddo (49)#

Divisional director – operations 
Dip (Hotel Management)

BSc (penn State university)

Appointed in 2015

alastair Dooley (37)#£

Divisional director – financial  
Chartered accountant (Sa)

7 years with the company

andrew Widegger (50)#Ø£

Financial director 
Chartered accountant (Sa)

23 years with the company

Clifford Ross (59)#Ø£

Chief executive 
Dip (Hospitality Management), 
advanced Management programme 
(Cornell)

29 years with the company

patrick Tate (60)#

Divisional director – operations 
Dip (Hotel Management)

28 years with the company
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tony Balabanoff (56)#

Divisional director – operations  
BTech (Hospitality Management), 
advanced Management programme 
(Cornell)

30 years with the company

peter Schoeman (51)#

Divisional director – sales and  
marketing  
Dip (Hospitality Management)

22 years with the company

naynesh parbhoo (43)#

Divisional director – accounting 
Chartered accountant (Sa)

18 years with the company

Marcel Kobilski (52)#

Divisional director – human 
resources  
Dip (Hospitality Management), BBa

20 years with the company

ross phinn (45)#

Divisional director – operations  
Dip (Hotel Management) 

19 years with the company

# Member of executive committee
 Member of social and ethics committee
 Member of risk committee
Ø executive director

£	By invitation – audit committee
		By invitation – remuneration and 

nomination committee
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CHAiRMAN ANd CHief exeCUtiVe’S ReVieW

Over the past 31 years, we 
have always run profitable 
and cash-generative 
operations that have 
produced a good return on 
equity and a consistent 
dividend payment to 
shareholders.
B t Ngcuka Chairman C Ross

Chief executive
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Dear stakeholder
With a “why choose City Lodge” thread running through this year’s 
integrated Report, it is fitting for us to reflect on some of the most 
important things our group does to continue being successful in the 
vibrant hospitality industry, as well as being a major socio-economic 
contributor to South africa and selected parts of east and southern 
africa.

Over the past 31 years, we have always run profitable and cash-
generative operations that have produced a good return on equity 
and a consistent dividend payment to shareholders. Our focus has 
always been on refreshing and refurbishing our hotels to keep them 
in  tip-shop shape, modern and relevant in a highly competitive 
business and leisure travel environment.

Choosing the right locations has always been critical to the group’s 
penetration and success and this continues to be vital as our brands 
grow their footprint into other African countries. effective and 
efficient booking systems and platforms have underpinned 
accessibility and convenience for our guests, making it easy for 
them to choose to stay at our hotels. 

Commitment to service excellence has always been at the heart of 
our operations and is currently supported by our wide-ranging “i’m 
Kind” programme which makes a big difference in the lives of many 
people on a regular basis.

through our innovative supplier development and support 
programmes, we have been able to assist several businesses to 
flourish and grow and create much-needed employment 

opportunities in many cities and towns. in addition, our corporate 
social investment (“CSi”) initiatives have made their mark in various 
communities over the past three decades.

Significantly, we have also enabled our guests to play a CSi role 
through our online charities. Simply by staying with us, they can 
choose one of our online charities – currently Hospice and Food & 
trees for Africa – and our group makes a donation on their behalf.

When it comes to sustainability, environmental awareness and 
energy efficiency, we have made great strides and made it 
increasingly attractive for environmentally savvy travellers to stay 
at our hotels. 

feedback from guests has always been a crucial consideration for 
our group and this has grown into a very strong social media 
presence on platforms such as facebook and twitter. these 
platforms, as well as a live chat facility linked to our website, have 
enabled us to interactively engage with our guests.

A particularly pleasing endorsement of our group by guests – and 
a resounding answer to the “why choose City Lodge” question – is 
the fact that no fewer than 14 of our hotels received tripAdvisor 
Certificates of excellence in 2016. 

gROWINg OUR BRAND FOOtPRINt
Expansion of our South african and broader african footprint took a 
significant step forward in 2015/2016 with the opening of two new 
hotels in South africa – road Lodge pietermaritzburg and City Lodge 
Hotel Newtown – and the commencement of construction on the 
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May and the hotel is scheduled to open in 
the fourth quarter of 2017.

in Kampala, Uganda, the opportunity 
previously announced has not been 
pursued as a financially viable outcome 
could not be negotiated with the landlord. 
investigations are under way into locating 
an alternative site that meets the group’s 
investment criteria.

In Windhoek, namibia, handover of the 
completed basement above which our 
151-room Town Lodge Windhoek is being 
built, took place at the end of July. this 
hotel is expected to open in July 2017.

final approvals are still being sought for 
the development of the 148-room City 
Lodge Hotel Maputo in Mozambique. it is 
hoped that construction will commence in 
the current quarter for completion in the 
first quarter of 2018.

Our group remains on the lookout for 
suitable development opportunities in South 
africa, southern africa and east africa.

FINANCIAL HIGHLIGHTS
Average occupancies for the group’s 
operations decreased by one percentage 
point to 66%. South African occupancies 
were generally negatively impacted by low 
business confidence, poor consumer 
sentiment and negligible economic growth, 
which resulted in the South african 
occupancy also declining by one 
percentage point to 66%. 

the six-month period to the end of June was 
furthermore affected by a public holiday in 
South africa in March, which fell on a 
Saturday in the previous year. in addition, 
the pattern of the balance of the public 
holidays fell on days that particularly 
disrupted business travel. this was partially 
offset by an improvement in leisure tourism 
numbers at the group’s coastal hotels, but 
this was not sufficient to offset the softer 
business travel segment, given that 
two-thirds of the group’s hotels are inland 
and as such do not benefit as much from 
domestic or foreign leisure travel. 

169-room City Lodge Hotel Two rivers in 
Nairobi, Kenya, the 147-room City Lodge 
Hotel Dar es Salaam, Tanzania and the 
151-room Town Lodge Windhoek, 
namibia.

Our two newest South african hotels are 
already making a mark in their business 
and leisure travel markets and we are 
optimistic that our new African hotels will 
swiftly find their niche when they open in 
the third and fourth quarters of 2017. 

Construction of City Lodge Hotel two Rivers 
began in november and the hotel is on track 
to open in July 2017. Site handover for City 
Lodge Hotel Dar es Salaam took place in 
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Botswana occupancies fell by a similar 
percentage, but occupancies at both 
Kenyan hotels continued the growth trend 
of the first six months.

total revenue for the year grew by 14,6% 
to R1,5 billion, with a full year’s 
contribution from City Lodge Hotel 
Waterfall City, the opening of the 90-room 
road Lodge pietermaritzburg in December, 
the opening of the 148-room City Lodge 
Hotel Newtown in february and the first 
full year consolidation of Courtyard. 
average rooms rates achieved at the South 
African operations increased by slightly 
more than the rate of inflation.

in South Africa, operating costs increased 
by 9,8% on a per room sold basis, resulting 
in a 0,3% percentage point increase in the 
South african normalised EBITDa margin to 
41,5%. the total normalised eBitdA margin 
was in line with the previous year, resulting 
in an increase in normalised EBITDa of 
14,2% to R624,9 million. depreciation rose 
by 11,6%, interest income was R2,5 million 
lower and interest expense was r5,6 million 
higher due to higher average borrowings 
and interest rates.

Normalised headline profit before tax 
for the group increased by 12,4% to 
r511,8 million, while normalised 
headline earnings increased by 12,5% 
to r373,7 million. normalised diluted 
headline earnings per share rose by 
13,2% to 859,9 cents. 

in line with the group’s established policy 
of paying out 60% of normalised earnings, 
the final dividend increased by 7,8% to 
248 cents, bringing the total dividend for 
the year to 517 cents, which is an increase 
of 12,4 % on the previous year.

MAKING FURTHER TECHNOLOGy 
AND LOyALTy PROGRAMME 
StRIDES 
information technology has long played a 
critical role in driving our business and 
making our hotels as easy to book as 
possible.

the first phase of our proprietary Lodgix 
property management system was rolled 
out across our group between July 2015 
and January 2016 and the second phase is 
now underway. Lodgix has been 
successfully embedded into our operations 
and brings advantages for our hotels and 
our guests – such as customer relationship 
management, more efficient check-in and 
check-out, and improved internal controls.

in conjunction with Lodgix is the 
implementation of Loconn, our proprietary 
central reservation system which has reduced 
licence and transaction fees for using other 
booking channels and third-party platforms. 
Loconn is now linked to our website for direct 
internet bookings and to channels such as 
Expedia, Galileo and amadeus. Our aim is to 
continue evolving this system so that it 
includes other booking channels.

As an innovative group, we will continue to 
invest in developing our business processes 
to enhance efficiencies and meet growing 
compliance requirements, including 
legislation relating to immigration and the 
protection of personal information.

Our Bid2Stay auction website was a first 
when we introduced it many years ago and 
it is now being redeveloped with changes 
to its platform and bidding mechanism. 
the refreshed edition will be rolled out in 
the first quarter of the 2017 financial year.

Similarly, our loyalty programmes – Lodger 
Club and Corporate Club – have been 
integrated with our website, allowing for 
further enhancements. The aim is to 
expand the access and reach of our loyalty 
programmes to other channels, enabling 
more guests to benefit from their regular 
stays at our hotels.

Considerable progress has also been made 
in our telephony and wifi offerings with 
trialling demonstrating positive outcomes 
for our hotels and our guests from a cost 
and seamless efficiency point of view. 

ENVIRONMENTALLy FRIENDLy 
INNOvAtION
Adding on to our highly impactful energy 
efficiency programme that has reduced 
our carbon footprint over the past few 
years, we are piloting another new 
programme and planning to pilot a further 
one.
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at our new road Lodge pietermaritzburg, 
we have installed a grey water treatment 
plant which is able to treat water expelled 
from the laundry so that it can be used for 
irrigation in a portion of the garden. Based 
on this project, we are using the data 
obtained to be able to assess the feasibility 
of installing similar products into new 
hotels, and where possible as retrofits into 
some of our existing hotels. this project is 
still in its infancy, but demonstrates our 
commitment to finding various ways of 
reducing water consumption in our 
operations.

With regards to solar, we have identified 
a possible project, which if economically 
feasible, will see the commencement of 
a 12-month pilot on using solar generated 
electricity to provide some of the 
electricity at one of our Gauteng-based 
hotels. Also under consideration is 
incorporating this project into a supplier 
development initiative in supporting a 
black-owned enterprise.

CONtINUINg tO gROW OUR 
PEOPLE 
It goes without saying that our people play 
a hugely important role in our ongoing 
success. this has influenced us to develop 
an “employer-employee value statement” 
that will be included in the careers section 

of our website and form part of our 
recruitment module in our human 
resources system. 

With our focus constantly on developing 
our people, it is gratifying to note that nine 
of our current general managers (“GMs”) 
have come through our accelerated 
Development and Deployment programme 
which retains our culture within our 
management ranks. Four assistant 
managers are now in the programme and 
two are in our graduate internship 
programme. 

in addition, 22 of our GMs will be 
participating in the American Motel and 
Hotel Association’s Certified Hotel 
administrator programme which is being 
run in durban by the international Hotel 
School. They will be working towards 
receiving certificates of excellence from 
this elite programme which emphasises 
cooperative education and work integrated 
learning.

two of our GMs – Susan de Jager-Cranston 
and Roslyn Khumalo – have been 
nominated to participate in the executive 
Development programme for Women in 
Tourism which is run by unisa and 
sponsored by the Department of Tourism.

Importantly, several members of our 
executive and management team 
participate in industry bodies, ensuring 
that we as a group provide strong input for 
the ongoing development of hospitality 
and tourism.

Chief executive, Clifford Ross, is a 
longstanding board member of FEDHaSa, 
the Tourism Business Council of South 
africa (“TBCSa”), university of 
Johannesburg’s School of tourism and 
Hospitality (“UJStH”) and the tourism 
Enterprise partnership. Divisional 
operations director, Ross Phinn, is on the 
board of fedHASA’s inland region, 
divisional finance director, Alastair dooley, 
is on the board of Tourism Levy South 
africa (“TOMSa”), divisional human 
resources director, Marcel Kobilski, is on 
the advisory boards of the international 
Hotel School and Investors in people, 
divisional operations director, Lindiwe 
Sangweni-Siddo, is a member of the 
B-BBEE Tourism Charter Council, and group 
skills facilitator, Sheree Snyman, is involved 
in curriculum development at the UJStH.
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Gericke Visser, GM of Town Lodge George, 
won the Businessman of the Year award 
from the George Chamber of Commerce.

Looking to the future, we also continue to 
develop succession pools to ensure that 
we are constantly building and developing 
management talent to run our growing 
family of hotels. 

ChANgES tO OUR BOARD OF 
DIRECtORS
During the year we welcomed nairobi-
based Vincent rague to our board. He is 
already playing a valuable role in providing 
guidance and counsel for our ongoing 
expansion in east africa. 

We bade farewell to Wendy Tlou in May. 
She played a valuable role on the board for 
several years and we wish her all the best 
in her future endeavours.

OUTLOOK
the 2017 financial year started off with 
slightly softer occupancies than in the 
previous year, mainly due to the lead-up to 
and the additional public holiday for the 
3 August local government election.

With the local government elections 
behind us and very few new hotel rooms 
coming onto the market, our belief is that 
the upward occupancy trend that began 
in late 2011 will now be resumed. 

THANKS
We have been able to answer the “why 
choose City Lodge” due to the ongoing 
efforts of many fantastic people who make 
our group successful and special. These 
people include the group’s dedicated staff 
and management in all 57 of our hotels, 
insightful and committed fellow directors, 

efficient suppliers and service providers, 
and of course, those very vital people – our 
discerning guests. a huge vote of thanks to 
everyone who played a role in helping our 
group complete the first year of its fourth 
decade, enabling us to tackle another year 
with confidence and enthusiasm. 
 
 

Bulelani Ngcuka Clifford Ross
Chairman Chief executive
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R’m 2016 2015 2014 2013 2012 2011 2010

Consolidated normalised income statements
revenue 1 493,2 1 303,1 1 062,8 975,9 875,8 790,2 749,1

EBITDa 624,8 547,1 438,2 407,6 368,9 330,4 384,9

Depreciation and amortisation (96,4) (86,4) (78,4) (79,0) (78,4) (73,1) (47,3)

Operating profit 528,4 460,7 359,8 328,6 290,5 257,3 337,6

net interest (expenditure)/income (16,4) (6,2) 3,3 (5,5) (9,0) (12,0) (0,6)
Fair value gain on remeasurement of investment 
in joint venture – 60,0 44,7 – – – –

Income/(loss) from joint ventures – 1,6 21,3 16,0 (0,1) 0,6 7,0

profit before taxation 512,0 516,1 429,1 339,1 281,4 245,9 344,0

Taxation (138,2) (123,6) (102,2) (86,8) (89,6) (81,6) (110,5)

Profit for the year 373,8 392,5 326,9 252,3 191,8 164,3 233,5

Determination of normalised headline earnings

normalised profit for the year 373,8 392,5 326,9 252,3 191,8 164,3 233,5

Fair value gain on remeasurement of investment 
in joint venture – (60,0) (44,7) – – – –

Gain on bargain purchase – – (0,6) – – – –

profit on sale of equipment (0,2) (0,7) – (0,2) (0,1) (1,4) (0,6)

Taxation effect 0,1 0,3 – 0,1 — 0,2 0,2

Headline earnings 373,7 332,1 281,6 252,2 191,7 163,1 233,1
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R’m 2016 2015 2014 2013 2012 2011 2010

Consolidated normalised statements 
of financial position
assets
non-current assets 1 929,4 1 809,2 1 535,7 1 295,3 1 149,8 1 173,9 1 124,0
Property, plant and equipment 1 844,1 1 740,2 1 453,8 1 068,6 1 092,5 1 118,9 1 073,0
Intangible assets and goodwill 45,6 32,6 15,3 – – – –
Investments and loans 34,0 31,7 63,0 222,6 54,3 52,0 48,0
deferred taxation 5,7 4,7 3,6 4,1 3,0 3,0 3,0
Current assets 305,2 221,1 175,7 75,5 142,6 75,6 105,4

Total assets 2 234,6 2 030,3 1 711,4 1 370,8 1 292,4 1 249,5 1 229,4
equity
total shareholders’ funds 1 607,7 1 439,8 1 238,1 1 051,9 915,2 840,6 805,9
Share capital and premium 168,0 164,0 158,3 154,7 148,8 147,6 145,1
incentive scheme shares (19,5) (11,0) (22,1) (17,1) (17,1) — —
reserves 1 459,2 1 286,8 1 101,9 914,3 783,5 693,0 660,8
Liabilities
Non-current liabilities 497,9 470,7 376,2 181,8 166,2 254,7 321,4
Interest-bearing borrowings 270,0 250,0 185,0 – — 125,0 230,0
Other non-current liabilities 102,2 113,4 105,9 113,0 94,6 56,2 22,3
deferred taxation 125,7 107,3 85,3 68,8 71,6 73,5 69,1
Current liabilities 129,0 119,8 97,1 137,1 211,0 154,2 102,1

Total equity and liabilities 2 234,6 2 030,3 1 711,4 1 370,8 1 292,4 1 249,5 1 229,4
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2016 2015 2014 2013 2012 2011 2010

Ordinary share performance
Shares in issue 000 43 407 43 347 43 221 43 123 42 989 42 929 42 815
normalised weighted average shares 
in issue 000 43 226 43 168 42 875 42 818 42 827 42 854 42 779
normalised diluted headline earnings 
per share cents 859,9 759,9 643,1 578,3 442,8 379,0 540,8
Dividends per share cents 517,0 460,0 391,0 351,0 268,0 228,0 327,0
normalised dividend cover times 1,7 1,7 1,7 1,7 1,7 1,7 1,7
normalised net asset value per share cents 3 704 3 322 2 865 2 439 2 129 1 958 1 882
normalised net operating cash flow 
per share cents 1 172,5 935,6 797,7 815,2 682,9 580,7 764,3
Profitability and liquidity (normalised)
EBITDa margin % 41,9 42,0 41,2 41,8 42,1 41,8 51,4
EBITDar margin % 47,5 47,7 48,0 48,4 49,0 48,7 53,4
Operating margin % 35,4 35,4 33,9 33,7 33,2 32,6 45,1
Effective tax rate % 27,0 24,0 23,8 25,6 31,9 33,2 32,1

Return on ordinary shareholders’ funds % 24,5 24,8 24,6 25,6 21,8 19,8 31,0
Interest-bearing debt to total 
shareholders’ funds % 16,8 17,4 14,9 3,3 13,7 23,8 28,5

Current ratio :1 2,4 1,9 1,8 0,6 0,7 0,5 1,0

DEFINItIONS 
Normalised headline earnings
Headline earnings adjusted for the effects 
of transactions relating to Bee or those of a 
non-recurring/core nature.

Normalised headline earnings per share
Normalised profit before exceptional items 
divided by the weighted average number 
of ordinary shares in issue.

Normalised diluted headline earnings 
per share
normalised headline earnings divided by 
the sum of the weighted average number 
of ordinary shares in issue and any 
outstanding share options in issue.

Dividend cover
normalised diluted headline earnings 
per share divided by dividends declared 
per share.

Normalised net asset value per share
total normalised shareholders’ funds 
divided by the number of ordinary shares 
in issue at the year-end.

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

EBItDA
normalised earnings before interest, 
taxation, depreciation and amortisation.
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2016 2015 2014 2013 2012 2011 2010

Stock exchange performance
Market price per ordinary share
– Closing rand 155,52 138,99 127,00 120,00 84,95 65,23 76,85
– Highest rand 173,00 159,00 143,01 134,00  90,00 87,25 85,75
– Lowest rand 129,00 112,01 107,33 78,00 57,51 64,00 67,50
Total market capitalisation R’m 6 751 6 025 5 489 5 175 3 651,9 2 800,2 3 290,4
normalised fully diluted closing  
price-earnings multiple times 18,1 18,3 19,8 20,8 19,2 17,2 14,2
Volume traded
– Ordinary shares 000 9 217 14 162 9 397 10 531 13 517 16 280 12 038
Other
number of hotels 57 55 54 55 52 52 50
number of rooms 7 072 6 834 6 685 6 755 6 440 6 440 6 053
Group average occupancy % 66 67 63 62 59 56 70

DEFINItIONS CONTINUED
EBItDA margin
normalised EBITDa expressed as a 
percentage of revenue.

EBItDAR 
normalised earnings before interest, 
taxation, depreciation, amortisation and 
rental.

EBItDAR margin
normalised EBITDar expressed as a 
percentage of revenue.

Operating margin
Normalised operating profit expressed 
as a percentage of revenue.

Effective tax rate
taxation per the normalised income 
statement expressed as a percentage 
of normalised profit before taxation.

Return on ordinary shareholders’ funds
Normalised headline earnings attributable 
to ordinary shareholders expressed as a 
percentage of average ordinary 
shareholders’ funds.

Interest-bearing debt to total 
shareholders’ funds
normalised interest-bearing debt 
expressed as a percentage of total 
normalised shareholders’ funds.

Current ratio
normalised current assets divided 
by normalised current liabilities.
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In being a guest-centric selected service 
hotel group, we believe that what really 
makes a difference is the way in which our 
passionate people deliver caring service to 
our guests with kindness. This is the reason 
why we have formed a base of loyal guests, 
who have continued to stay with us over 
the past 31 years. It is with this in mind 
that we analyse our strategic achievements 
of the past year, and look to unpack how 
we will continue to deliver on our 
long-term sustainability to you, our 
providers of capital. After all, that is why 
you choose the City Lodge Hotel Group.
 

TO CONSOLIDATE OUR  
POSItION WIthIN  
SOUth AFRICA

Occupancy performance
the group’s South African occupancies for 
the period reflected an occupancy of 66% 
compared to 67% in the prior year. 
Occupancies in the second half of the 
financial year declined largely as a result of 
poor economic performance and negative 
business sentiment. While the location of 
the majority of the group’s hotels cater 
towards the business traveller, some 
locations do benefit from leisure travel 
business. Demand was subdued, despite 
the weak rand making South africa a value 
for money destination, as the continued 
effects of the restrictive visa regulations 
deterred many foreign travellers from 
visiting South Africa during this time. the 
reduction in government business travel in 
the lead up to the local government 

elections and as a result of exercising fiscal 
constraint also had an impact on this 
typically growing source of business, which 
we anticipate will resume following the 
August elections.

With relatively low levels of new inventory 
coming to market in the past year, the 
group is well positioned to benefit from 
the uptick in economic activity.

Average daily rates (“ADR”)
In line with the aDr of the industry, the 
group has seen an improvement in current 
achieved room rates. This improvement is 
not as significant as for the rest of the 
industry due to the consistent rate 
philosophy of the group over the long 
term. This philosophy results in more 
predictability for corporate travellers.

In order to drive occupancy growth over 
weekends, the group has a number of 
“Special” rates in place to encourage group 
and family travel. Participating in South 
African tourism’s Sho’t Left campaign, 
encouraging South africans to travel 
locally, further promotes our various hotel 
brands to new markets. Our unique 
auction website, www.bid2stay.co.za, 
allows guests to bid online for discounted 
accommodation across our portfolio in 
South Africa. these rates are particularly 
competitive for the cost-conscious 
traveller.

Expanding in South Africa
This year saw the opening of our new 
148-room City Lodge Hotel Newtown, in 
downtown Johannesburg. this uniquely 
South african property has been featured 
extensively in the images used in this 
year’s integrated Report. Our 90-room 
road Lodge pietermaritzburg also opened 
its doors this year, being our first hotel 
in this city. Both hotels will take 
approximately 18 to 24 months to establish 
themselves in their respective markets, 
offering our guests even more locations 
to choose from.

Keeping our hotels in great shape
Over the past year our refurbishment 
programme has seen several of our South 
african hotels undergo major upgrades 
including City Lodge Hotel GrandWest, 
City Lodge Hotel pinelands, Town Lodge 
Mbombela and Courtyard Eastgate, 
ensuring that we continue to offer 
world-class accommodation facilities, 
features and services to our domestic and 
international guests. 

Continuous focus on quality is maintained 
at all our hotels through our ongoing 
maintenance and minor refurbishment 
programmes, keeping our hotels fresh and 
in good condition.

Guest satisfaction
Knowing what our guests think about us is 
key to being able to deliver on our value 
proposition. Guest comments and 
feedback are received internally by e-mail 
at info@clhg.com and online through the 
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Rate-Us guest questionnaire, and 
externally by monitoring posts on various 
social media platforms, including 
Hellopeter.com, Tripadvisor, Facebook and 
twitter, where all comments are analysed, 
compliments are acknowledged and 
complaints are attended to.

the Rate-Us questionnaire received a total 
number in excess of 16 500 responses 
during the year, yielding an average 
customer satisfaction score of 86% (2015: 
85%). this improvement bears testament 
to the fact that we are constantly striving 
to deliver an even better guest experience. 
tripAdvisor also chose no fewer than 14 
of our hotels to receive Certificates of 
excellence for 2016, based squarely on 
guest experiences.

Human capital
As a quality hotel provider, one of the most 
important contributors towards the 
success of our group is the performance 
of our people. The management of our 
human capital is therefore a significant 
focus point for the group. Our bronze level 
“investor in People” recognition clearly 
demonstrates our ongoing commitment 
towards growing and empowering our 
people – which is why they choose to work 
for us. The provision of an employee value 
proposition (“eVP”) that also highlights 
clearly defined career pathing and 
succession planning, demonstrates its 
efficacy in the following comparative 
turnover information. Our current level of 
turnover at 8,71% per annum, is below 
that of the industry.

Year 
Involuntary 

turnover
Voluntary 
turnover

% of total
headcount

2013/14 57 29 7,83
2014/15 61 24 7,74
2015/16 62 43 8,71

The group talent manager, assisted by line 
management, is responsible for the 
attraction, development and retention of 
high-calibre employees. all employees are 
afforded an annual development appraisal, 
ongoing assessments and feedback from 
supervisors and management. These ensure 
that skills and knowledge gaps are identified 
within current positions. Suitable employees 
for development into and within supervisory 
and management levels are acknowledged 
and proposed for inclusion into succession 
pools or developed towards such. an 
emphasis is placed on the development 
of previously disadvantaged individuals in 
order to ensure that the group can work 
progressively towards achieving its 
employment equity targets.

In order to enhance the recruitment 
experience of prospective employees 
in future, a new online module will be 
launched in the coming year, to cater for 
the group’s growing recruitment needs 
on the continent.

Training and development
providing an environment where our 
people can learn and develop further skills 
is key to delivering on our EVp. Our skills 
development committee meets at least 
bi-annually in order to assess the group’s 
skills development requirements.

the committee is mandated to deal with 
skills development issues and committee 
members possess the necessary 
knowledge of legislation in this regard. 
the committee comprises the divisional 
director: human resources, the group’s 
skills development facilitator, a union 
representative, shop stewards from the 
regions and members of staff from 
different levels and backgrounds elected 
by their constituencies.

Our innovative e-learning platform allows 
for training spend to be better utilised on 
content delivery, as opposed to on 
logistical expenses. this system will be 
utilised to deliver the ongoing training 
requirements of the group’s bespoke 
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property management system, Lodgix. In 
some instances, face-to-face engagement 
is essential and these learning experiences 
continue to be delivered in person. 

developing the youth is an essential 
component of the long-term talent 
pipeline of our group. We are able to do 
so by providing learnership opportunities, 
both internally and externally, as well as 
graduate internships for students with 
diploma and degree level hospitality 
qualifications. these programmes also 
cater for the needs of disabled learners, 
which has resulted in the direct 
employment of eight learners during 
the year. 

performance against the annual workplace 
skills plan is monitored by our registered 
skills development facilitator. all skills levy 
grants available to the company have been 
paid out by CaTHSSETa for the 2016 
period. 

A total of 48 people were promoted within 
the group during the year, 77% of whom 
were female. 

2016 2015

african 37 31
Coloured 8 9
White 3 14

Total 48 54

the comparative report below is aligned with the reporting periods for the Sector education 
and training Authorities and provides additional information on our training spend:

 

1 January 2015
to 31 December 

2015 

1 January 2014 
to 31 December 

2014 

% of total payroll spent on training 4,0  3,2
% of total payroll spent on training previously 
disadvantaged employees 3,4  2,7
total number of interventions attended by all 
employees 9 459  8 736
total number of interventions attended by black 
employees 8 215  7 391
total number of interventions attended by black 
female employees 5 586  5 095

Total spend on training and development R9,0 million  r6,1 million 

With regards to the training considered as 
eligible for the pivotal grant, the following 
highlights are noted:
■■ Work integrated learning opportunities 
were provided to 121 hotel school 
students from hotel schools across South 
Africa. the main objective thereof is for 
them to gain practical experience 
pursuant to the completion of their 
formal learning programmes. It also gives 
the group the opportunity to assess these 
students for available employment 
opportunities. the group was recently 
recognised by the South african Society 
for Cooperative education for its 
commitment to work integrated learning 
over the years, having hosted many hotel 
school students in their practical phase.

■■ City and Guilds qualifications – the group 
provides its permanent employees the 
opportunity of obtaining these 

internationally recognised qualifications, 
thereby developing our people’s skills, and 
contributing towards succession planning 
and career pathing. a total of 
60 employees wrote and passed their City 
and Guilds exams in november 2015, 
gaining various certificates, diplomas and 
advanced diplomas. a further 
74 employees are enrolled for 2016.

■■ The group provides learnership 
opportunities to employed and 
unemployed individuals and is currently 
involved in providing learnerships to 
16 disabled learners, in partnership with 
the South african Disability Development 
Trust, who we hope to be able to employ 
full-time on their completion. to continue 
the programme into next year we have 
registered an additional 18 learners on 
this learnership programme, who will be 
working towards various qualifications.
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Employee and industrial relations 
(“ER and IR”)
all Er and Ir issues are dealt with in an 
inclusive manner, with the group preferring 
to invite participation on all substantive 
issues that may have an effect on the 
employment relationship or on employees’ 
conditions of work. the group currently 
recognises, and has a recognition 
agreement with one trade union, 
SACCAWU, which is representative of 
18,1% of total employees and 20,7% of 
those occupying positions within the 
defined bargaining unit. 

as a result of our approach, no days have 
been lost due to industrial action during 
the year.

Our “high-performance people” 
programme is used for Er, with courses 
held periodically for supervisors and 
management. This programme is also 
made available to shop stewards from 
time to time to ensure a complete 
understanding of the company’s policies 
and procedures. in addition, all levels of 
management are trained in the principles 
of “managing with intent” to ensure that 
best practice management techniques are 
applied within the group.

Labour utilisation
the effective deployment of our human 
capital is monitored at hotel level, as well 
as centrally. an analysis of sick and absent 
days allows for the identification of 
instances where assistance or a specific 
intervention may be required, or where 
possible abuse may be suspected. The 
number of working days lost due to 
sickness and absence during the year was 
1,5% of all working days available. Similarly, 
incidents of absence are monitored and 
dealt with through the group’s disciplinary 
procedures.

Health and safety
The safety and wellbeing of our guests and 
people are paramount. although the 
group’s properties do not represent 
dangerous environments, all necessary 
precautions and measures are taken to 
ensure their safety. These include 
adherence to strict guidelines in terms 

of monitoring and implementing health 
and safety requirements. each hotel has an 
established health and safety committee, 
as well as an appointed responsible person 
in terms of the Occupational Health and 
Safety act.

The group makes use of a web-based 
solution to record and monitor all health 
and safety-related compliance, which 
allows a central view of overall compliance 
across the group. in addition, we maintain 
our commitment to ensuring that levels of 
hygiene, compliant with hazard analysis of 
critical control points ("HACCP") 
legislation, are maintained at all hotels.

The group ensures that all contractors 
engaged in the delivery of services to the 
group are equally compliant in terms of 
their adherence to health and safety 
requirements.

The following incidents were experienced during the year:

Number of incidents

Nature of incident 2015/16 2014/15  Outcome  

In the kitchen – food 
preparation and cleaning  12 7  

in all instances first aid 
was applied. In two 
instances staff were 
hospitalised briefly. 
There were, however, no 
instances of temporary 
or permanent disability 
that resulted from these 
incidents

Incidents on stairs and in 
built environment  7 3  
due to carrying and lifting  0 0  
repairs and maintenance 
related  

4 0  

Total  23 10   
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The year ahead
Following on from the conclusion of the 
local government elections in South Africa, 
we are positive that we will see the growth 
trend, which commenced in 2011, resume. 
We believe that this assessment is 
substantiated by the various initiatives 
which the group has embarked on, which 
we expect to pay off in the short and 
medium term. We are well placed to 
benefit from any increased economic 
activity in the economies in which we 
operate.

TO EXPAND OUR FOOTPRINT 
BEyOND SOUTH AFRICA’S 
BORDERS

progress in growing our presence in 
southern and east Africa has continued 
over the past year at a slow but steady 
pace. 

Construction on the 169-room City Lodge 
Hotel two Rivers in Nairobi, Kenya is 
progressing well, with expected 
completion towards the middle of 2017. 
Work on the 147-room City Lodge Hotel 
in Dar es Salaam, Tanzania, has also 
commenced and is expected to be 
completed towards the end of the fourth 
quarter of 2017. the handover of the site 
for our 151-room Town Lodge Windhoek 
took place in July with completion 

expected in July 2017. it is hoped that 
construction of the 148-room City Lodge 
Hotel in Maputo, Mozambique, will 
commence in the third quarter of 2016, 
following delays in obtaining the required 
regulatory approvals, with expected 
completion now in the first quarter 
of 2018. 

Trading outside South africa in Gaborone, 
Botswana, has continued to improve as 
the hotel establishes itself in the capital. 
Weekends, as in our inland hotels in South 
africa, are however generally poorly 
occupied unless a major event is taking 
place.

the Kenyan operations showed some 
levels of improvement after experiencing 
declining occupancies in the previous two 
years. This improvement was despite a 
number of new competitor hotels in the 
market. 

Future expansion
investigations into opportunities in the rest 
of Africa continued during the course of 
the year with visits to a number of 
countries in Africa, in order to identify 
suitable locations and investment 
opportunities. Where an opportunity is 
identified, a detailed feasibility is prepared 
taking into account a number of factors in 

order to assess the likelihood of a hotel’s 
success. this process is often a lengthy 
one, and may result in a significant amount 
of effort being lost if the parties are not 
able to reach satisfactory agreement on 
the terms.

it is anticipated that our non-South African 
hotel portfolio will comprise around 20% 
of our total number of rooms available and 
contribute 25% to 30% to our earnings 
once reaching operational maturity. 

 tO CONtINUE tO  
TRANSFORM THE GROUP  
IN LINE WITH THE B-BBEE 
CODES OF gOOD PRACtICE

transformation of the group remains a 
priority area of focus for us, particularly 
given the changing B-BBEE landscape 
within South africa. Many of our guests 
and suppliers are interested in what the 
group does to embrace and comply with 
the amended Tourism Sector BEE Codes 
which were gazetted in November 2015. 
The group is currently a level 3 B-BBEE 
contributor. it is anticipated that the 
group’s rating will drop when it is first 
measured against the revised targets in 
2016, although we will qualify as an 
empowering supplier, we remain 
committed to improving our rating 
over time.
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During the year, the group placed a 
significant amount of emphasis on 
educating our current suppliers and staff 
on the effects of the Revised Codes of 
Good Practice and on identifying new, 
black-owned SMMEs, to be introduced into 
the supply chain. Software allows for the 
monitoring of our performance against 
internal and sector targets in this regard. 
Our total managed procurement spend for 
the 2016 assessment was R430 million, 
with 103% being spent with Bee compliant 
suppliers and 27% being spent with 
qualifying small enterprises and exempt 
micro-enterprises.

While the majority of our transformation 
targets are driven centrally, there is a link 
to our hotel-based performance appraisal 
linked (“PAL”) bonus scheme, creating 
accountability at an operational level too.

Current measurement and performance
the group’s 2016 level 3 B-BBee status, 
as measured against the Tourism Sector 
Charter, was verified by National 
empowerment Rating Agency and is 
summarised below. 

tourism Sector Charter

Scorecard element  Weighting
Score

2015/16
Score

2014/15

Ownership  15,00 15,00 15,00
Management control  14,00 4,66 4,66
employment equity  14,00 8,32 8,13
Skills development  20,00 17,41 17,42
Preferential procurement  15,00 14,28 14,07
Enterprise development  14,00 14,00 14,00
Socio-economic development  8,00 8,00 8,00

Total B-BBEE score  100,00 81,67 81,28

The group currently has an overall black 
ownership percentage of 26,26%. it has 
conducted a detailed evaluation of the 
impact of the revised tourism codes on it 
going forward, along with the potential 
continuing consequences following the 
end of the 2008 BEE deal lock-in period. The 
actual effect will only be known once the 
rating verification takes place, due to the 
current share price being a required input.

The lack of a readily available pool of 
skilled candidates from designated groups 
at senior and management levels 
continues to challenge our employment 
equity plans. Our ability to develop a 
pipeline through succession pools and 
attendant development programmes and 
the accelerated development and 
deployment programme (“aDDp”) will, 
however, mitigate this to a degree in the 
medium to long term.

the employment equity consultative 
committee meets at least bi-annually to 
assess progress towards the achievement of 
quantitative goals, as well as to consider the 
qualitative elements which may influence the 
aforesaid achievement of the goals. The 
committee is representative of all individuals 
in the company, and is currently chaired by 
the divisional director: human resources, 
appointed as the senior manager responsible 
for compliance with the employment equity 
Act, and enjoys the participation of the 
representative trade union. 
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the following comparative table displays the company’s employee profile as at 30 June 2016 and as at 30 June 2015.
 

Male Female Foreign nationals Total

Occupational level year African Coloured Indian White African Coloured Indian White M F

Top management
 2016 1 8 1 10

2015 1 9 10

Senior management
2016 5 3 32 1 1 20 62

2015 3 3 33 1 1 22 63

Middle management
2016 3 3 2 22 18 4 2 18 1 73

2015 5 2 3 22 16 4 2 19 73

Junior management
2016 40 12 1 19 102 25 2 18 1 220

2015 35 12 1 23 102 19 1 17 210

discretionary 
decision-making

2016 101 13 3 14 178 27 6 60 1 403

2015 94 9 3 12 171 37 8 58 1 393

defined decision-
making

2016 118 12 4 177 36 1 3 351

2015 112 13 5 179 37 2 348

Total permanent
2016 267 43 7 99 477 93 10 117 4 2 1 119

2015 249 39 8 104 469 98 11 116 2 1 1 097

non-permanent*
2016 21 3 1 51 7 1 1 1 86

2015 14 1 36 3 4 1 3 62

Grand total
2016 288 46 7 100 528 100 11 117 5 3 1 205

2015 263 39 8 105 505 101 11 120 3 4 1 159

* including 60 experiential learners.
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Growing sustainable suppliers and 
businesses is a vital component of our 
broader transformation initiatives. By 
supporting them with human resource 
capacity, coaching and in some cases 
interest-free loan funding, we are able to 
support economic growth and job creation. 
in addition to these benefits, we continued 
to offer payments within two weeks of 
invoicing, to qualifying suppliers.

Continuing to make a difference 
as a group that always wants to make a 
difference in the society in which we 
operate, we also want to assist our guests 
to make a difference when they choose to 
stay with us. Our long-running Cuppa For 
CanSa campaign at road Lodges has been 
helping the fight against cancer for more 
than a decade. By giving our online 
bookers a choice for us to contribute to 
either Hospice or Food & Trees for africa, 
at no additional cost to them, we are also 
affording our guests the opportunity to 
help great causes by staying at our hotels. 

Our ongoing relationships with 
organisations and events such as the MAd 
foundation, the Sunshine tour, the South 
african Golf Development Board, the raC 
City Lodge Tough One 32 km road race also 
play a role in making a difference and 
helping to answer the question “why 
choose City Lodge Hotel Group”. This 
difference was worth R3,4 million to our 
various beneficiaries during the past year.

TO BE A LEADER WITHIN 
THE HOSPITALITy SECTOR 
IN ENVIRONMENTALLy  
SUSTAINABLE BUSINESS  
PRACtICES

as a group, we understand how important 
it is for our stakeholders that we conduct 
our business in an environmentally friendly 
and responsible way. Over the past few 
years we have developed and 
implemented policies, practices and 
targets to reduce and limit our impact on 
the environment and have encouraged 
some of our stakeholders to do the same 
and to join us on our journey. Through the 
introduction of our earth day campaign in 
our hotels, we highlighted the importance 
of staying sustainably to our guests and 
staff, by proclaiming every day to be earth 
day. While no laughing matter, the 
message was delivered in a somewhat 
shocking but humorous way, in keeping 
with our brand character. To validate our 
claims of being kind to the environment, 
the City Lodge Hotel brand was certified in 
accordance with the Green Leaf Eco™ 
Standard. Certifying only one of our brands 
did not mean that our efforts stopped 
there. Several of the initiatives 
implemented within this brand were 
implemented throughout the group’s 
hotels. 

Carbon footprint
Measuring and reporting your carbon 
footprint has become a globally accepted 
measure of one’s overall impact on the 
environment. While this is not the sole 
indicator of our performance in this area, we 
are proud of our achievements in reducing 
our overall impact on our planet. We have 
once again engaged a third-party expert to 
assist us in assessing our footprint for the 
year ended 30 June 2016. the scope of this 
year’s assessment was consistent with last 
year except for the fact that it includes the 
impact of City Lodge Hotel newtown and 
road Lodge pietermaritzburg, which both 
opened during the year. also included for 
the first time, emissions as a result of fuel 
and energy-related emissions (not included 
in Scope 1 and 2) and downstream 
transportation and distribution, are now 
included in Scope 3. Our total greenhouse 
gas (“GHG”) emissions emitted as a result 
of operational activities amount to 
35 936 (2015: 29 600) tonnes of CO² 
equivalent (“CO²e”) as a result of the 
increased scope and changed methodology.

the reporting methodology used by 
promethium Carbon advisers follows 
the reporting principles and guidelines 
provided by three complementary 
international standards, thereby enhancing 
the environmental integrity of the carbon 
footprint.
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2016 2015

Source of emissions
WBCSD 

scope
Total CO₂e 

(t/yr)

Proportion 
of total CO₂e

 (%)
Total CO₂e

 (t/yr)

Proportion 
of total CO₂e

 (%)

Premises – LPG consumption Scope 1 28 0,1 16,6 0,06
premises – Backup diesel generators 89 0,3 225,4 0,8
premises – refrigerant gas loss 795 2,2 65,5 0,2
Premises – fire extinguishers 40 0,1 0,3 0,001

Subtotal 952 2,7 307,8 1,0

Premises – electricity consumption Scope 2 29 619 82,4 26 337,5 89,0

Subtotal 29 619 82,4 26 337,5 89,0
Upstream activities
Premises – Water consumption Scope 3 901 2,5 220,1 0,7
premises – Waste disposal 498 1,4 2 395,5 8,1
Business travel – Flights 139 0,4 305,7 1,0
Business travel – Employee-owned cars 18 0,05 32,9 0,1
downstream activities
Fuel and energy-related emissions not included 
in Scope 1 and 2 3 730 10,4 not reported
downstream transportation and distribution 80 0,2 not reported

Subtotal 5 365 14,95 2 954,2 10,0

Total* 35 936 100 29 599,5 100

* Errors due to rounding.

Through our ongoing commitment and 
implementation of resource-efficient 
technology, we have successfully 
controlled our GHG emissions and carbon 
footprint over the past year.

Specific sustainability focus areas
Energy consumption
in our South African operations, we only 
use electricity generated by the national 
energy provider Eskom, similarly so in 
Botswana and Kenya. it is, however, 

important to our guests that we ensure 
security of supply, and therefore all hotels 
have backup diesel generators installed for 
use during power outages. 

the majority of our consumption is as a 
result of water heating, air-conditioning, 
lighting and laundry operations, with the 
total energy consumption for the period of 
30,1 million kWh. This contributes towards 
82,4% of our carbon footprint and 
remained a key focus area as a result. 

By implementing a sustainable energy 
management programme at each of our 
hotels, we were able to continue our focus 
on operational and technical efficiencies. 
in our South African operations, our 
absolute energy consumption increased as 
a result of us opening our two new hotels; 
however, comparative consumption per 
room night sold is 2,4% less than last year 
and is 34% less in total when compared to 
our 2010 baseline. 

Our STraTEGY MEaSurED COnTInuED
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Our electricity consumption per occupied room and the resultant per room cost thereof were as follows: 

Brand

kWh per 
occupied 

room
 (2015/16)

kWh per 
occupied

 room
 (2014/15)

Cost per 
occupied 

room 
(2015/16)

Cost per 
occupied 

room
 (2014/15)

kWh per
 available 

room 
(2015/16)

kWh per 
available 

room 
(2014/15)

Cost per 
available 

room
 (2015/16)

Cost per
 available

room 
(2014/15)

Courtyard 27,5 28,4 R42,79 R42,94 15,6 15,9 R24,28 R24,50
City Lodge 19,0 19,0 R24,35 r22,35 12,7 13,0 R16,26 r15,26
Town Lodge 17,7 17,5 R25,77 r23,82 10,2 10,4 R15,01 R14,17
road Lodge 12,9 13,3 R21,15 r18,80 9,4 9,5 R15,37 r13,52

Water consumption
Reducing water consumption is a joint 
effort between our hotels and their guests 
and staff. in designing our hotels, we have 
reduced the number of rooms with baths 
in our newer and refurbished City Lodge 
Hotels to approximately 60%, installed 
low-flow shower heads and taps and 
looked at other ways to reduce overall 
water consumption. A pilot project is 
currently under way where a grey water 
recycling plant has been installed to treat 
water expelled from our laundry, which is 
then used for irrigation purposes. Not only 

is this good for the planet, but as the cost 
of potable water increases, the savings 
achieved will contribute to the financial 
sustainability of the group. 

Our guests are encouraged to play their 
part in saving water by reusing their towels 
and linen, choosing to shower instead of 
bath and flushing wisely using the 
dual-flush toilet systems. Reducing the 
volume of laundry on a daily basis has a 
direct impact on the volume of water 
consumed, and is currently an area of 
focus in reducing consumption.

all water for supplying guest rooms and for 
use in the laundries and kitchens is drawn 
from municipal supply, with the exception 
of our Kenyan hotels, where the majority 
of water is supplied from boreholes. In 
isolated instances in South africa, borehole 
water is used to supplement municipal 
supply for garden watering purposes. 

total water consumption for the period 
was 693 565 kilolitres (“kℓ”). This 
represents an increase of 302 kilolitres 
(0,4%) when compared to the prior period. 

Brand

kℓ per
 occupied

 room
 (2015/16)

kℓ per 
occupied 

room 
(2014/15)

Cost per 
occupied

 room
 (2015/16)

Cost per
 occupied

 room
 (2014/15)

kℓ per 
available 

room
 (2015/16)

kℓ per 
available

 room
 (2014/15)

Cost per 
available

 room
 (2015/16)

Cost per
 available 

room 
(2014/15)

Courtyard 0,78 0,75 R16,94 R16,11 0,44 0,42 R9,61 R9,83
City Lodge 0,39 0,43 R8,34 R7,13 0,26 0,29 R5,57 R4,87
Town Lodge 0,41 0,38 R11,01 R7,32 0,24 0,23 R6,41 R4,36
road Lodge 0,34 0,34 R6,07 R4,95 0,25 0,25 R4,41 R3,56
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in addition to conserving water, we have 
a responsibility to manage the quality of 
water discharged by reducing the 
consumption and/or controlling the 
discharge of materials and products that 
may contaminate water. We achieve this 
through the use of biodegradable chemicals 
and products, the installation of grease traps 
and making use of salt water chlorinators to 
maintain hygiene in our pools. 

Waste and recycling
While the volume of solid waste generated 
by the group is relatively low given our 
selected service product offering, we do 
leverage opportunities which exist to 
recycle paper, glass, plastics, aluminium 
and steel cans, and printer cartridges. 
Hotels in the City Lodge Hotel brand 
ensure the sorting of waste on premises 
and the subsequent recycling thereof, with 
limited waste to landfill being generated. 
Various recycling options are currently in 
operation at our other hotels. We continue 
to work on cost-effective solutions to 
reduce waste to landfill within our 
remaining hotels. 

Our goals for the year ahead
In the year ahead we aim to maintain the 
reduction of energy consumption on a 
per-room-sold basis. Through our water- 
saving initiatives we will endeavour to 
reduce our water consumption on a 
per-room-sold basis and continue to 
investigate options around grey water 
reuse. We will aim to reduce our total 

waste to landfill. We will continue to 
investigate the viability of renewable 
technologies in the form of photovoltaic 
solutions for use in selected hotels. 

TO MAINTAIN AND  
IMPLEMENT AN INNOVATIVE 
TECHNOLOGy PLATFORM

the hospitality sector has seen a shift in 
the technology landscape over the past 
few years, which has seen an evolution of 
how guests interact with and experience 
our hotels. Our group information 
technology (“it”) function is responsible 
for and has completed a number of 
initiatives which will contribute to the 
overall experience of our guests and staff.

Property Management System (“PMS”) 
and Central Reservation System (“CRS”)
City Lodge’s very own PMS (namely Lodgix) 
was successfully deployed during the first 
half of the year, across all properties in South 
Africa and Botswana. We continue to 
evaluate the needs of our guests and hotel 
staff, as well as the changing legislative and 
tourism environment within South africa. 
With Lodgix being our very own bespoke 
PMS, we will continue to invest where 
necessary and adapt to these needs in a 
timely manner.

Our related CrS (namely Loconn) was also 
deployed and has successfully integrated 
with a variety of external channels, thereby 
bypassing the intermediaries used in the 
past by City Lodge (and most hotel groups). 

The year ahead will see further investment 
into our CRS to integrate additional 
channels.

With our investment into these systems, 
City Lodge has reduced our ongoing 
operating expenses for licensing and 
transaction fees – a first in South African 
hospitality.

New Loyalty Rewards system
We understand that our regular guests 
enjoy being rewarded for their continued 
loyalty and in response have developed 
and deployed a bespoke loyalty system, 
which is integrated into the 
abovementioned PMS. this has facilitated 
the creation of an individual profile for 
each guest and member of the Lodger and 
Corporate Club, thereby eliminating 
duplicate data and allowing for better 
control of our guest information. this 
centralisation of data assists us in aligning 
with the proposed requirements of the 
Protection of Personal information 
(“POPi”) Act and the immigration Act.

Enhancement of our internal IT continuity 
solution
Life does not always go as planned; 
however, being prepared for the curved 
balls does minimise their impact. With our 
various stakeholders in mind, we further 
enhance our preparedness for an extended 
IT disaster, to reduce the impact on our 
business should our primary data centre 
become unavailable. regardless of the fact 
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that our data is housed at a world-class 
tier 4 data centre and that a disruption 
to this facility and our it equipment is 
unlikely, we have further invested 
resources into an offsite disaster recovery 
facility to ensure continued service to our 
guests and hotels. the group it function 
has successfully implemented and tested 
the new enhanced solution, and will 
continue to assess the preparedness of 
the solution against different scenarios.

Support of the African expansion 
programme
As we continue to grow on the African 
continent, it is vital to deploy the correct 
infrastructure, to be able to offer our 
guests and hotels in the various countries a 
consistent level of service and experience. 
the group it function has been working 
closely with the development team to 
ensure consistency in IT services at these 
new properties. 

TO CONTINUE EMBEDDING  
OUR REFREShED BRANDS AND 
REALISE GROWING BENEFITS 
FROM A CHANNEL MARKETING 
StRAtEgY

As a starting point, we as a group go to 
great lengths to establish what we should 
be focusing on.

This has led us to move towards a “focused 
services” model from a “selected services” 
model. as part of our move to focused 
services, our research has also shown that 

there is a need for us to redefine our 
brands even more, so that existing and 
prospective guests can find it even easier 
to choose the appropriate brand to meet 
their budget and their travel needs.

Being a focused services specialist, we are 
developing brand differentiators with a 
big emphasis on guest experience and 
benefits. in effect, we are becoming an 
experienced aggregator and enabler.

Forming an important part of our recent 
sales and marketing strategy has been a 
brand tracking exercise involving a sample 
base of 400 respondents in the LSM 8 to 
10 bracket who made at least six hotel 
usage trips within a 12-month period. The 
sample demographic represented a variety 
of ages, genders and races.

Brand awareness findings have shown 
that there is improving top-of-mind, 
spontaneous and prompted awareness 
of our Courtyard Hotel, City Lodge Hotel, 
Town Lodge and road Lodge brands. City 
Lodge Hotel and Road Lodge advertising 
campaigns over the past year have 
resulted in very healthy recall levels. We 
will be using these findings to deepen the 
understanding and usage of our different 
brands across the one to four-star markets.

Brand usage and experience studies have 
shown us that our three-star City Lodge 
Hotel brand is competing strongly with 
four and five-star brands due to some 

“trading down” occurring in the market. 
These studies have also shown that there 
is a need for the two-star Town Lodge 
brand to be strengthened.

Encouragingly, branding power 
investigations have indicated that our 
group’s score improved by around 10% 
between 2015 and 2016. This has occurred 
among both users and non-users of our 
hotels. However, there is still work to be 
done among non-users in differentiating 
our brands, especially at point of decision 
– such as booking channels and 
intermediaries.

Importantly, each of our brands has its 
own strong image associations such as for 
our Courtyard Hotels “warm, personal 
touch”, City Lodge Hotels are associated 
with “guest comfort”, Town Lodges 
represent “efficient and friendly staff” and 
our road Lodges are seen as “clean and 
well maintained”.

Our aim is to continue to emphasise 
developing our brands so that they can 
entrench themselves as leaders in their 
individual categories and confidently 
answer the question “why choose City 
Lodge Hotel Group”.

Helping guests to make the decision to 
“choose City Lodge Hotel Group” 
across our brands, we have been busy 
doing our best to attract new guests, retain 
regular stayers and generally grow the 
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experiential footprint throughout our 
hotels. Our approach differs from brand to 
brand. For example, in our entry-level road 
Lodge brand, our aim is to target new and 
first-time travellers through messaging that 
is aspirational. By doing this, we believe we 
can also gain regular guests who can aspire 
to use our other brands over time.

Ongoing engagement with our guests is 
critical as it enables us to remain true to 
our product promises and tune us into the 
changing requirements of the business and 
leisure travel market.

By adopting a channel strategy, we are able 
to focus on targeted brand messaging, 
marketing and sales channels. this has led 
us to grow the business we do with online 
travel agencies such as Expedia and agoda.

When it comes to millennials, it is pleasing 
to note that we are resonating well with 
young people. The Sunday Times 
Generation Next independent research 
showed that we have some of the 
“coolest” brands in the hospitality sector. 
these findings were based on face-to-face 
interactions in six provinces. the survey 
included “tweens” (eight to 13), “teens” 
(14 to 18) and young adults (19 to 23) and 
featured urban and peri-urban youth.

Further evidence that our brands are being 
chosen for the right reasons comes from 
the KASi Star Brands 2016/17 survey which 

was commissioned by the Daily Sun 
newspaper and carried out by research 
house ask afrika. around 5 000 interviews 
were conducted, making it an authoritative 
survey. Our group came out tops in the 
hotel category, a very significant 
achievement as one of our ambitions is 
to grow our affinity within the township 
“first-time traveller” market around 
South africa.
 
In this growing social media age, it is also 
gratifying to note that we continue to build 
our footprint across various channels, 
including facebook and twitter. Our digital 
agency constantly populates our platforms 
with information that is useful and 
interesting to our guests. Overall, 
engagement rates are positive and help us 
to maintain vibrant relationships with our 
social media followers.

The “live chat” facility on our website that 
we introduced last year has continued to 
pay dividends and has certainly proven 
itself as a highly interactive, effective and 
efficient customer service channel.

the bottom line is that all of our branding 
and communication activities have 
contributed strongly to assisting people to 
answer the question “why choose City 
Lodge Hotel Group” and translate this into 
booking action.

More awards for our “trophy cabinet” 
Winning awards is always great, but it is 
also an important vindication and 
endorsement of our strategic efforts. 
receiving awards is also a ringing 
endorsement of our channel sales strategy. 

Online agency Expedia named City Lodge 
Hotel OR tambo international Airport as its 
top room night producer between april 
2015 and March 2016. This cements the 
hotel’s position as one of Africa’s premier 
business and leisure travel gateway hotels. 
Similarly, online agency Hotels.com named 
Road Lodge Cape town international 
airport as its top room night producer 
(point of sale) over the same period.

asian-focused online booking site agoda 
awarded Gold Circle awards to City Lodge 
Hotel OR tambo international Airport and 
to City Lodge Hotel V&a Waterfront. The 
growing importance of the asian travel 
market underlines the significance of these 
awards for two of our top hotels. 

Most recently, we and our advertising 
agency TBWa Hunt Lascaris were 
presented with a Silver Lion at the 2016 
staging of the annual Cannes Lions 
creativity celebration. this was for the 
brand differentiator “a room for everyone” 
print campaign that was mainly used in the 
travel media. At the 2015 Creative Circle 
awards here in South africa, this campaign 
also won a local award.  
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GOVErnanCE rEpOrT

STATEMENT OF COMPLIANCE
Good corporate governance is crucial to 
sustainability and serves as the foundation 
upon which the City Lodge Hotel Group 
conducts its business. as the focal point of 
the group’s corporate governance system, 
the board is ultimately accountable and 
responsible for the performance and 
affairs of the company, and at all times 
remains committed to conducting business 
in a responsible, ethical and transparent 
manner.

The board accordingly takes guidance from 
the principles advocated in the King Report 
on Corporate Governance 2009 (“King iii”), 
the JSe Listings Requirements (“Listings 
Requirements”), the Companies Act, 71 of 
2008 (“the Act”) and the international 
integrated Reporting framework, and is 
satisfied that the company has, for the 
year under review, complied with the 
mandatory governance principles 
contained in the Listings Requirements and 
applied the recommendations in King iii. 

details of the group’s application of King iii 
are available on the company’s website, 
www.clhg.com. Where a principle has not 
been applied, this has been stated and 
explained.

gOvERNANCE StRUCtURE AND 
DEVELOPMENTS
Governance processes are continually 
reviewed to ensure they are appropriately 
aligned with applicable legislation, 
regulation and best practice and to identify 
those areas which the company needs to 
address, further entrench or improve 
upon. initiatives undertaken to enhance 
the governance framework during the 
reporting period included:
■■ a review of the board as well as the 
statutory committee charters.

■■ A review of the remuneration philosophy 
and policy to ensure that it remains 
relevant and aligned with best practice.

■■ Maintenance of the group’s regulatory 
universe, including ongoing 
identification and analysis of applicable 
legislation, regulation, non-binding rules 
and best practice and increasing 
employee awareness in this regard.

areas of focus for the year ahead:
■■ A review and update of the group’s code 
of ethics to ensure that appropriate 
processes are in place to support its 
commitment to the highest standards 
of business integrity.

■■ full review and gap analysis of King iV.
■■ Ongoing training on the impact of the 
Protection of Personal information Act 
(“pOpI act”) on the group and data 
processed by the business units, 
reviewing and where necessary 

amending documentation to align with 
the pOpI act.

■■ Ongoing maintenance of regulatory 
universe, implementation of policies and 
procedures based on applicable laws 
and regulations, monitoring compliance 
and implementing appropriate training 
and awareness campaigns.

thE BOARD
Charter
The board operates in accordance with a 
formally approved charter which ensures 
that board activities conform with sound 
corporate governance principles and 
comply with applicable legislation. All 
board members are aware of their 
collective, as well as individual, 
responsibilities. the charter supports a 
work plan against which agendas are 
prepared and which gives guidance as to 
the timelines against which the board is 
required to discharge its responsibilities.

primary areas of focus include monitoring, 
reviewing and implementing matters of 
a strategic, financial, non-financial 
(including governance, compliance, ethics, 
sustainability and social responsibility) 
and an operational nature.

The board takes the lead in guiding the 
company’s strategic direction, ethics, 
governance processes, operating, financial, 
as well as non-financial performance.
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CITy LODGE GOVERNANCE STRUCTURE

Six independent non-executive directors  
f W J Kilbourn (lead independent), G G Huysamer,  
N Medupe, S G Morris, V M Rague, K i M Shongwe

EXCO 
Chaired by chief executive

MANDASCO 
Chaired by chief executive

IT steering committee 
Chaired by chief executive

Environmental sustainability 
steering committee

MANAGEMENT 
COMMITTEES

Risk 
(board) 

 n Medupe (chairman),  
G G Huysamer, S G Morris, V M rague,  

C Ross, K i M Shongwe,  
A C Widegger, M S Kobilski (divisional 

director)

Audit  
(statutory and board)

S G Morris (chairman), f W J Kilbourn,
G G Huysamer, n Medupe

Remuneration and nominations  
(board)

f W J Kilbourn (chairman),  
S G Morris, B T ngcuka

Social and ethics 
(statutory and board)

K i M Shongwe (chairman),  
C ros, a C Widegger 

BOARD AND 
StAtUtORY 

COMMITTEES

Two executive directors  
C Ross (chief executive)  

A C Widegger (financial director)

UNItARY 
BOARD

Non-executive  
chairman 
B T ngcuka
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Structure and composition
The unitary board comprises seven 
non-executive directors (“Ned”) and two 
executive directors. Six of the seven 
non-executive directors are considered 
independent. the chief executive and 
financial director serve as the two 
executive directors on the board. each of 
the nEDs are considered to be individuals 
of high calibre, with sound credibility, all of 
whom possess the requisite knowledge, 
skills and experience to bring judgement to 
bear, independent of management. Each 
of the directors participate actively in 
board deliberation and decisions.
 
Changes to the board
Mr Vincent rague was appointed to the 
board with effect from 1 January 2016. 
Mr rague has in excess of 25 years 
advisory, banking, investment, project and 
corporate finance experience, which spans 
Africa, Latin America, europe and Asia. He 
is the cofounder and a director of Catalyst 
principal partners, a nairobi-based private 
equity firm and has previously occupied a 
number of leadership roles at the World 
Bank Group and the international finance 
Corporation. Ms Wendy tlou resigned 
from the board with effect from 11 May 
2016. The board, having reassessed its 
composition following Ms tlou’s 
resignation, with the assistance of the 
remuneration and nominations committee 
(“remcom”), embarked on a process of 
identifying an additional member. 

Ms Sizakele Marutlulle has been appointed 
to the board with effect from 1 October 
2016. Ms Marutlulle has in excess of 
20 years experience in brand 
communication and business leadership 
and has experience across various sectors 
including financial services, tourism, fMCG 
and the automative and airline industries. 
She has served in key executive roles 
including Deputy Managing Director at 
HerdBouys McCann, Chief Operating 
Officer at South African tourism and Chief 
Marketing Officer at Absa/Barclays Africa. 
previous directorships include rhodes 
Food Group proprietary Limited, 
Association of the Communication 
agencies, apex panel and Lewis 
proprietary Limited. She currently serves 
on the board of the Automotive 
Association of South Africa.

Appointment, retirement and rotation
procedures for appointments to the board 
are formal and transparent and a matter 
for the board as a whole, assisted where 
appropriate by Remcom. All potential 
board appointees are subject to a fit 
and proper test, in accordance with the 
JSe Listings Requirements, and all 
appointments are subject to shareholder 
approval.

directors do not have a fixed term of 
appointment. In accordance with the 
company’s memorandum of incorporation 
(“MoI”), at least one-third of the nEDs 

retire by rotation at the company’s annual 
general meeting. the directors so retiring 
may, if eligible, offer themselves for 
re-election.

Newly appointed directors retire at the 
first annual general meeting following their 
appointment and make themselves 
available for re-election by shareholders. 
Brief curricula vitae of the directors retiring 
by rotation and offering themselves for 
re-election are set out labour, as well as on 
pages 34 and 35.

the retirement age for an Ned is 70, 
subject to review at the discretion of the 
board, and 65 for an executive director. 

Director independence
The board annually reviews the 
independence of the Neds, particularly 
long-serving directors. Particular attention 
is paid to the directors’ interest and/or 
involvement with other companies, 
number of other directorships, 
relationships with, inter alia, suppliers and 
competitors and interests in material 
contracts with the company, as well as any 
other factors which could influence his/her 
ability to act independently. 

at its most recent assessment, the board 
concluded that all of the nEDs, save for the 
chairman of the board, are independent 
and that, notwithstanding their length of 
service, Messrs Kilbourn and Morris, 
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dr Shongwe and Mrs Medupe continue to 
contribute to board deliberations in a 
manner that is objective, meaningful and 
unbiased.

Board leadership
responsibility for running the board and 
for running the company’s business are 
two critical functions. the role of the 
chairman is distinct from that of the chief 
executive. Separation of these roles 
ensures a clear division of responsibilities, 
which is necessary to ensure a balance of 
power and authority, so that no one 
individual has unfettered powers of 
decision-making.

Chairman of the board and lead 
independent director (“LID”) 
The chairman of the board assumes 
responsibility for setting the ethical tone 
for the company, ensuring the integrity 
and effectiveness of the board’s 
governance processes, acting as the link 
between the board and management and 
providing leadership and vision in a 
manner that will serve to enhance 

shareholder value and ensure the 
long-term sustainability of the company.

By virtue of his substantial interest in one 
of the company’s Bee shareholders, 
Mr Bulelani ngcuka is not considered 
independent. The board has, in line with 
the recommendations in King iii and the 
JSe Listings Requirements, appointed an 
LID to provide leadership and advice to the 
board in instances when the chairman has 
a conflict of interest.

The chairman and LID are elected annually. 
Messrs Ngcuka and Kilbourn have 
respectively been re-elected as chairman 
and LID for the ensuing year.

Chief executive
the chief executive assumes responsibility 
for the day-to-day management of the 
company’s affairs and is accountable to the 
board for the implementation of the board 
approved strategies, objectives and 
decisions within the framework of the 
delegated authorities, values and policies 
of the company.

Board meetings and procedures
Meeting dates are established in advance 
in respect of each calendar year. The board 
works to a formal agenda prepared by the 
company secretary, in consultation with 
the chairman. Board packs containing the 
meeting agenda and relevant supporting 
documentation are circulated well enough 
in advance of each meeting to allow for 
adequate preparation.

Directors advise the chairman of the board 
or relevant board or statutory committee, 
as well as the company secretary, when 
they are not able to attend meetings 
together with the reason for their absence. 
Directors may, when they are unable to 
attend in person, participate via video and/
or teleconferencing facilities and, where 
appropriate, make submissions on matters 
to be tabled for discussion, which 
submissions are recorded at the meeting.

Decisions taken between scheduled board 
meetings, as provided in the company’s 
Moi, are tabled for noting at the 
subsequent board meeting. 
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details of the type and number of meetings held during the year under review, as well as individual director attendance, are set out in the 
table below.

Board sub-committee and statutory committee and strategy session

Board
Strategy 
session

Annual 
general 

meeting
Audit 

committee

Remuneration
 and 

nominations
 committee

Risk 
committee

Social and
 ethics 

committee

Number of meetings 4 1 1 3 3 3 2
G G Huysamer 4 1 1 3 – 3 –
f W J Kilbourn 4 1 1 3 3 1# –
n Medupe 4 1 1 3 – 3 –
B T ngcuka 4 1 1 – 3 – –
S G Morris 4 1 1 3 3 3 –
V M rague 2^ 1 – – – –æ –
C ross 4 1 1 3* 3* 3 2
K i M Shongwe 4 1 1 – – 3 2
W M Tlou 1» » Δ – – 1Δ –
a C Widegger 4 1 1 3* – 3 2
* By invitation.
– not a member.
Δ apologies.
^ Appointed to the board with effect from 1 January 2016.
æ Appointed to the risk committee with effect from 1 July 2016.
# Resigned from the risk committee with effect from 4 february 2016.
» Resigned from the board and the risk committee with effect from 11 May 2016.

Meeting dates
13 august 2015
12 november 2015
17 February 2016
11 May 2016

Strategy session date
11 May 2016

Annual general meeting date
12 november 2015

Induction and ongoing training and 
development
to assist them in the effective discharge of 
their responsibilities, directors are afforded 
the benefit of an induction programme 
aimed at broadening their understanding 
of the company and the business 
environment within which it operates. The 
company shares the responsibility of 
ensuring directors are equipped with the 
necessary skills to effectively carry out 
their duties and, when it is deemed 

appropriate, directors can avail themselves 
of continuing professional development 
programmes.

Succession plan
The board:
■■ is responsible for its own succession 
planning; and 

■■ annually reviews the succession plans in 
place for the executive directors and 
other senior executives.
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Information and communication
Directors have:
■■ access to the advice and services of the 
company secretary and may, where 
necessary, and in accordance with the 
board approved policy, seek 
independent professional advice at the 
company’s expense; and

■■ unrestricted access to all company 
information and senior management to 
assist them in the discharge of their 
duties and responsibilities.

Employment contracts
There are no service contracts in place with 
the Neds. executive directors are full-time 
salaried employees engaged on the 
company’s standard terms and conditions of 
employment, which may be terminated on 
three months’ notice. termination of an 
executive director’s employment contract 
will result in resignation from the board. 
executive directors do not receive fees for 
their services as a director on the board or 
member of the board and statutory 
committees and, in accordance with King iii, 
do not retire by rotation at the annual 
general meeting.

Company strategy
Strategy, risk, performance and 
sustainability are inseparable. The board 
is therefore responsible for:
■■ formulating, developing and adopting the 
company’s strategic plans and providing 
effective leadership and oversight of 
performance against targets and 
objectives;

■■ satisfying itself that the strategy and 
business plans do not give rise to risks 
that have not been thoroughly assessed 
by management;

■■ ensuring that the strategy will result in 
sustainable outcomes; 

■■ considering sustainability as a business 
opportunity that guides strategic 
formulation; and

■■ monitoring management in 
implementing board plans and 
strategies.

the company’s strategic objectives are 
assessed on an annual basis at the strategy 
session attended by both the board and 
the executive committee (“exco”). Progress 
on the implementation and achievement 
thereof is reported on at each meeting of 
the board and Exco.

Evaluation of the board, chairman, chief 
executive and company secretary
Board effectiveness is considered on an 
annual basis and entails completion of an 
online self-assessment. The results are 
considered and reported on at a 
subsequent meeting of the board. 
appropriate measures are put in place 
where the results highlight areas requiring 
remedial action. Having considered the 
responses from the evaluation undertaken 
for the year ended 30 June 2016 the board 
is satisfied that it operates effectively and 
has discharged its responsibilities as 
required.

The chairman
The performance and leadership of the 
chairman is assessed by the LID in an 
informal manner.

The chief executive
the chairman of the board, in consultation 
with the nEDs, assesses the performance 
of the chief executive. 

The company secretary
The appointment and removal of the 
company secretary is a matter for the 
board as a whole.

Melanie van Heerden fulfils the role of 
group company secretary and legal adviser 
and, in addition to the responsibilities 
espoused by the act, is responsible for 
guiding the board in discharging its 
responsibilities and administrating the 
proceedings and affairs of the board, the 
company and, where appropriate, 
shareholders.

the board, while evaluating her 
performance, in compliance with the JSe 
Listings Requirements has considered and 
determined that Mrs van Heerden, who is 
a qualified and admitted attorney and has 
held the position of company secretary of 
a listed company for 12 years, has the 
competence, knowledge and experience  
to continue fulfilling the role of company 
secretary.
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The board furthermore concluded that 
there is an arm’s length relationship 
between itself and the group company 
secretary, taking into account that she is 
not a director serving on the board nor 
related to a director, and that as a result, 
the potential for conflict of interest is 
minimised.

BOARD, STATUTORy AND 
MANAGEMENT COMMITTEES
the delegation of specific responsibilities 
to the board, statutory and management 
committees, each of which contribute to 
enhancing good corporate governance and 
improving internal controls, in no way 
relieves the board from discharging its 
duties and responsibilities. the board 
remains ultimately accountable for the 
performance and affairs of the company.

All board and statutory committees operate 
within approved terms of reference and an 
approved work plan, which provides 
members with an understanding of their 
roles as well as guidance as to when various 
responsibilities need to be discharged. each 
of the committees’ terms of reference were 
reviewed during the year to ensure that they 
are aligned with best practice, as well as 
internal, market, legislative and regulatory 
requirements.

Each of the board and statutory 
committees is chaired by an independent 
non-executive director who reports on the 
activities and recommendations made by 

the committee at the board meeting 
immediately following the committee 
meeting. Minutes of all committee 
meetings, save for Remcom (which are 
available on request), are tabled for noting 
by the board. 

the composition of the board and 
statutory committees is reviewed regularly 
to ensure that they each possess the 
appropriate balance of skills, knowledge 
and experience to assist the board in the 
effective discharge of its duties and 
responsibilities. the changes in committee 
composition effected during the year 
under review are reflected in the table 
detailing meeting attendance on page 65.

the effectiveness of each board and 
statutory committee is assessed by means 
of completing an online questionnaire. the 
results determine that each committee 
operates effectively and has discharged the 
responsibilities detailed in their respective 
terms of reference, at the intervals 
indicated in the annual work plan.

Any areas identified as requiring 
improvement are considered and the 
appropriate measures put in place. 

the chairmen of the respective 
committees attend the annual general 
meeting in order that they may address 
any questions shareholders may raise with 
regard to matters falling within their 
respective committee mandates.

the chief executive chairs the three 
management committees established to 
assist him in the discharge of the 
responsibilities delegated to him by the 
board.

Audit committee
the audit committee serves as the audit 
committee for the company as well as  
its subsidiaries and is constituted, in 
accordance with section 94 of the Act,  
as a statutory committee and a board 
committee in respect of all other duties 
assigned to it by the board.

Composition
the committee comprises four 
independent non-executive directors, all of 
whom are financially literate and suitably 
skilled.

the chief executive, financial director, 
divisional director: financial, lead external 
audit partner and internal audit partner 
attend committee meetings by invitation 
and participate in discussions, but do not 
vote on any matters tabled for decision.

Role and responsibilities
the committee’s responsibilities include:
■■ safeguarding the company’s assets, the 
operation of systems, control processes 
and the preparation of accurate financial 
reports and statements in compliance 
with relevant legal requirements and 
accounting standards; 
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■■ evaluating the adequacy and efficiency 
of internal control systems, accounting 
practices, information as well as the 
auditing thereof; 

■■ consideration of the internal and 
external audit process and accounting 
principles and policies;

■■ ensuring the independence of the 
external and internal audit functions; 
and

■■ ensuring legislative and regulatory 
compliance and compliance with 
applicable codes.

Meetings and activities
three meetings were held during the year 
under review to:
■■ examine and review reports to 
shareholders, including financial and 
sustainability reports;

■■ review the annual financial statements, 
interim reports, accompanying reports 
to shareholders, preliminary results 
announcement and any other 
announcement regarding the company’s 
results or other financial information to 
be made public, prior to submission and 
approval by the board;

■■ review the internal control structures, 
including financial control, accounting 
systems and reporting;

■■ nominate the registered auditor, 
including the lead audit partner, review 
and approve the scope of work, the 
external audit fee and nature and extent 
of non-audit services;

■■ monitor and supervise the effectiveness 
of the internal audit function, including 
the performance of the internal audit 
partner;

■■ ensure that the roles and functions of 
external and internal audit are 
sufficiently clarified and coordinated;

■■ review and approve the annual internal 
audit plan and fee, and receive internal 
audit’s written assessment of 
operational controls;

■■ receive reports and note the minutes 
from the risk committee with regard to 
the policy and plan for risk management 
and its implementation;

■■ oversee the implementation of the it 
governance framework and ensure that 
it aligns with the company’s 
performance and sustainability 
objectives;

■■ monitor and evaluate significant it 
investments and expenditure;

■■ ensure that IT forms an integral part of 
the company’s risk management process 
and ensure that information assets are 
managed effectively;

■■ oversee financial reporting risks, internal 
financial controls, fraud risks as they 
relate to financial reporting and it risks 
as they relate to financial reporting;

■■ review the results of the self-assessment 
of the committee’s performance;

■■ pre-approve and monitor the extent of 
non-audit services provided, which for 
the year under review represented 37% 
(2015: 38%) of the total audit fee paid;

■■ monitor legislative and regulatory 
compliance and compliance with 
governance codes and accounting 
standards (local and international);

■■ consider and approve the material issues 
facing the company, against which 
reporting will take place;

■■ approve the annual work plan against 
which the agenda for committee 
meetings will be prepared and 
monitoring progress against it; and

■■ consider and satisfy itself as to the 
independence of the external auditors 
and determining that the reporting 
accountant is accredited in accordance 
with the provisions of the Listings 
Requirements.

The external and internal auditors and 
representatives from senior management 
meet, at least annually, with the 
committee independently of one another 
to report back on and discuss any issues 
relevant to the audit process. 

during its meeting with management, the 
committee, in addition to discussing issues 
relevant to the audit, considered the quality 
and effectiveness of the external audit 
function and concluded that it was satisfied 
with the performance and level of services 
rendered by the external auditor. The board 
has, on the recommendation of the audit 
committee, nominated KPMG inc. for 
reappointment as the company’s registered 
auditor for the ensuing year, with Mr nico 
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Botha as the engagement partner, at the 
forthcoming annual general meeting, it 
being noted that Mr Jacques Wessels having 
served five years rotates off as audit partner.

Both the external and internal audit 
partners attend the annual general 
meeting to field any questions raised by 
shareholders.

Confirmation of the expertise of the 
financial director
the audit committee, in consultation with 
the lead external audit partner and 
internal audit partner, has considered and 
confirmed the adequacy of the resources, 
expertise and experience of the finance 
function, in particular the expertise and 
experience of the company’s financial 
director, Mr andrew Widegger, in 
accordance with the JSe Listings 
Requirements.

Remuneration and nominations 
committee (“Remcom”)
Composition
Three nEDs, two of whom are 
independent, serve on the committee. 
the Lid chairs the committee. the chief 
executive attends meetings by invitation, 
but does not have a vote on matters to be 
decided upon nor does he participate in 
the decisions taken with regard to his 
remuneration.

The chairman of the board drives the 
nomination process and leads the 
nomination portion of meetings.

Role and responsibilities
remcom is responsible for:
■■ ensuring that the directors and 
executives are fairly and responsibly 
remunerated and that the disclosure 
in respect thereof is accurate and 
transparent. remcom does this by 
overseeing the implementation of 
remuneration policies in relation to 
Neds’, executive directors’ and other 
senior executives’ remuneration and 
reviewing the outcomes of the 
implementation of these policies and 
evaluating whether they promote the 
achievement of the company’s strategic 
objectives and encourage individual 
performance. Where circumstances 
necessitate, remcom will recommend 
the necessary improvements to the 
board;

■■ reviewing other remuneration-related 
matters, as the board may from time to 
time direct;

■■ considering the appropriate 
composition, in terms of size, mix, 
knowledge and experience for the 
board;

■■ ensuring there is a formal process in 
place for the appointment of directors;

■■ ensuring that induction and ongoing 
training and development of directors 
takes place; and

■■ ensuring that formal succession plans 
for the board, chief executive and senior 
executives are in place.

Meetings and activities
the committee met three times during  
the year under review to:
■■ review the exco’s remuneration 
packages in accordance with the 
company’s approved remuneration 
policy, which included mandating a 
third-party service provider to conduct a 
benchmarking exercise and assist in the 
formulation of a recommendation to  
the board;

■■ determine, following review of 
associated performance criteria, the 
short-term and long-term incentive 
awards;

■■ consider the succession plans in place 
for the exco as well as the company’s 
organisational structure; 

■■ consider the consolidated results of the 
annual self-assessment of the 
committee’s performance;

■■ receive and approve the committee’s 
annual work plan against which the 
agenda for committee meetings is 
prepared to ensure that the committee 
attends to all matters falling within its 
mandate;

■■ consider management’s proposals 
regarding Neds’ fees, for 
recommendation to the board and 
subsequent approval by shareholders; 
and

■■ review the company’s remuneration 
policy, for tabling at the annual general 
meeting of the company by way of a 
non-binding advisory vote. 
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the remuneration report details how the 
Remcom discharged its responsibilities.

Risk committee
Risk appetite and tolerance are 
fundamental concepts setting the context 
for determining the group’s strategic 
objectives and is informed by the group’s 
risk culture and details the risks the group 
can or is prepared to take and which are to 
be avoided.

Composition
the seven member committee comprises 
four independent non-executive directors, 
two executive directors and a divisional 
director.

Vincent rague was appointed to the 
committee, effective 1 July 2016.

Role and responsibilities
it is the committee’s responsibilty to 
ensure that an effective policy and plan for 
risk management that will enhance the 
company’s ability to achieve its strategic 
objectives has been implemented. 

Key focus areas include the management, 
rather than elimination, of risk, and 
ensuring comprehensive, timely and 
relevant disclosure with regard to risks 
facing the company. While the committee 
assumes responsibility for overseeing the 
risk management programme in place for 
the group, management is responsible for 
identifying and evaluating strategic and 

operational risks and opportunities, putting 
the necessary mitigating strategies in 
place, allocating responsibility, formulation 
of a risk management plan and monitoring 
compliance against the plan.

exco and the it steering committee 
support the committee in discharging its 
responsibilities.

Meetings and activities
three meetings were convened during the 
year under review for the purpose of:
■■ performing the annual review of the 
group risk register, which includes: 
 • considering whether any issues have 

come to light that impact the risk 
profile of the company which would 
result in an amendment of the risk 
register;

 • identifying opportunities where 
effective risk management can be 
turned into a competitive advantage;

 • where appropriate, the reranking of 
existing risks;

■■ confirming its satisfaction with the 
effectiveness of the risk management 
system and processes in place and that 
the risks facing the company are being 
addressed appropriately;

■■ receiving the chief executive’s report on 
the status with regard to the company’s 
key risks;

■■ considering the governance, legal and 
compliance reports, incorporating calls 
to the business abuse alertline, at 
intervals where the social and ethics 
committee does not sit;

■■ considering uninsured and uninsurable 
risks and adequacy of cover;

■■ considering the consolidated results of 
the annual self-assessment of the 
committee’s performance; and 

■■ approving the committee’s annual work 
plan against which meeting agendas are 
prepared.

The material issues on pages 18 to 21 
provide further detail on the material risks 
the company faces.

Social and ethics committee (“SEC”)
the SeC is constituted as a statutory 
committee for purposes of discharging the 
duties contemplated in Regulation 43 of 
the Act and as a board committee in 
respect of the responsibilities delegated to 
it by the board.

Composition
the three member committee comprises 
the chairman, an independent non-
executive director, and two executive 
directors. While the committee complies 
with the Act’s requirements regarding its 
constitution, it does not meet the King iii 
recommendation for a majority of the 
committee members to be non-executive 
directors. the committee, having applied 
its mind to the current membership, and 
considering that a significant portion of the 
matters falling within its mandate are 
operational, remains comfortable with the 
current membership and its ability to 
effectively discharge its responsibilities.
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The group company secretary and 
representatives from the various functions 
responsible for managing the subject 
matter falling within the remit of the SeC 
assist the committee in the discharge of its 
responsibilities. 

Role and responsibilities
the committee is responsible for ensuring 
the group is and remains a responsible 
corporate citizen and engages in 
sustainable business practices. its role and 
responsibilities include:
■■ social and economic development;
■■ good corporate citizenship;
■■ issues around the environment, health 
and public safety, including the impact 
of the company’s activities and services;

■■ consumer relationships;
■■ management of the company’s ethics; 
and 

■■ labour and employment, including 
transformation.

Meetings and activities
the committee met twice during the year 
under review to consider: 
■■ Socio-economic development, including 
the company’s standing in terms of:
 • The 10 principles set out in the 

United Nations Global Compact 
Principles 
The group has adopted the 
10 principles and monitors and 
reports on compliance with human 
rights, labour, anticorruption and 

environmental matters despite not 
being a signatory to the compact.

 • Human rights
the group remains committed to 
protecting and upholding human 
rights as far as it is able to exercise 
control over such. It subscribes to and 
supports “the Code”, a compact 
between members of the 
international tourism industry that 
deals with the awareness of its staff 
with regard to issues and 
circumstances prevalent in the 
practices of human trafficking and 
child sex tourism.
 
City Lodge is not complicit in human 
rights abuses. It does not vet its 
suppliers in this regard on the basis 
that it does not believe doing so is 
necessary in the context of its 
operations and profile of suppliers.

 • Freedom of association
The group recognises the right to 
freedom of association as well as the 
right to collective bargaining and 
continues to recognise and bargain 
with the trade union, SaCCaWu. all 
staff (up to supervisory level) in the 
deemed “bargaining unit” may belong 
to the union from a bargaining 
perspective. While any other level of 
staff member may belong to the 

union, they are not covered by any 
bargaining gains made by the union.

 • Forced or compulsory labour
the group supports the elimination  
of all forms of forced or compulsory 
labour and has no exposure to such 
practices. Suppliers are not vetted in 
this regard as the group is of the 
opinion that this is not necessary in 
the context of its operations and the 
profile of its suppliers.

 • Abolition of child labour
The group demonstrates its support 
for the abolition of child labour by 
ensuring that no minors are 
employed. it is a condition of 
employment that all employees 
provide proof of age upon 
commencement of employment.

 • The Organisation for Economic 
Co-operation and Development's 
recommendations regarding 
corruption.

■■   Activities associated with good 
corporate citizenship including the 
promotion of equality, prevention of 
unfair discrimination, reduction of 
corruption, contribution towards 
community development in the areas 
within which the company operates and 
record of sponsorship, donations and 
charitable giving.
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In this regard it is to be noted that:
 • no judgments, penalties and/or 

fines were recorded and/or levied 
against the company or its 
directors for failure to comply 
with any legislative or regulatory 
requirement; and

 • no requests for information under 
the Promotion of Access to 
information Act were received 
during the year under review.

For details on sponsorships, 
donations and charitable giving 
refer to page 55.

the company operates a 24-hour 
business abuse alertline which is 
independently managed by Whistle 
Blowers proprietary Limited. The 
alertline affords all stakeholders the 
opportunity to anonymously report 
perceived cases of unethical or 
corrupt behaviour. all reports to the 
hotline are actively investigated 
and, where appropriate, action is 
taken. 

Twelve calls were logged during 
the year under review, all of 
which were investigated. the 
majority of the calls were found 
to be internal grievances and 
were dealt with in accordance 
with the company’s internal 
grievance procedure.

■■ the group’s labour and employment 
practices, including its standing in terms 
of the international Labour Organisation 
protocol on decent work and working 
conditions, its employment relationships 
and contribution toward employee 
educational development.

■■ progress made with regard to 
transformation, taking the employment 
equity and Broad-Based Black economic 
Empowerment acts into account.

■■ the group’s compliance with applicable 
legislation, regulation and codes of good 
practice.

■■ environmental sustainability practices, 
in particular three of the UN Global 
Compact Principles relating to 
supporting a precautionary approach to 
environmental challenges, supporting 
greater environmentally friendly 
technologies.

■■ Consumer relationships, including 
advertising and public relations and 
stakeholder engagement, it being 
specifically noted that no complaints 
have been lodged with the Advertising 
Standards authority for the year under 
review.

the report detailing how the committee 
has discharged its responsibilities in this 
regard appears on page 89.

Executive committee (“Exco”)
The 10 member Exco is the most senior 
executive decision-making body within the 
group. it assists the chief executive in 
discharging the obligations delegated to 
him by the board by:
■■ implementing strategy
■■ overseeing and managing the company’s 
operations as well as operational and 
financial performance against set 
objectives;

■■ competitor activity;
■■ developing and making 
recommendations to the board with 
regard to the company’s strategy and 
key policies, including the 
implementation and progress towards 
the achievement thereof; 

■■ providing effective leadership to the 
company’s employees;

■■ developing and presenting budgets and 
financial reports for subsequent 
submission to the board; and 

■■ developing, implementing and 
monitoring governance, compliance, 
sustainability, risk management, internal 
control processes and ethics. 

Exco met on four occasions during the 
year. following the resignation of 
Gary Bisset, Lindiwe Sangweni-Siddo was 
appointed to exco with effect from 
16 September 2015. The appointment of 
Melanie van Heerden and ryan ruthven, 
effective 1 July 2016, means that exco now 
comprises 12 members.
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Management development and 
succession committee (“MANDASCO”)
ManDaSCO comprises seven members,  
all of whom are Exco members, and is 
responsible for ensuring that:
■■ effective management development 
practices are in place and that they are 
aligned with the group’s business needs 
and human capital requirements;

■■ the company is able to meet its 
employment equity and transformation 
objectives through the attraction and 
retention of the appropriate level of 
talent; and

■■ an adequate succession pool and talent 
pipeline is maintained.

four meetings were convened during the 
year under review for purposes of 
discharging its responsibilities in relation to:
■■ maintaining an adequate succession 
pool and talent development plan 
through: 
 • the identification of suitable 

candidates to populate the respective 
succession pools and for participation 
in the accelerated development and 
deployment programme (“aDDp”);

 • the compilation, execution and 
monitoring of individual development 
plans for succession pool and aDDp 
members to enable them to reach 
their full potential and develop the 
requisite skills and expertise necessary 
to suitably qualify them for the 
position for which they are being 
developed; and

 • the deployment of succession pool 
and AddP members to fill positions 
for which they have been developed, 
as and when they become available;

■■ transformation initiatives, specifically 
the achievement of the targeted 
employment equity levels, by identifying 
individuals for participation in the 
succession pools and aDDp, and 
monitoring the progress of existing 
candidates.

The various programmes in place saw the 
following appointments being made during 
the year under review:
■■ General manager: one succession pool 
candidate and two aDDp candidates;

■■ Assistant general manager: five 
succession pool candidates and two 
aDDp candidates, an increase from the 
prior year.

IT steering committee (“ITSC”)
IT governance is integrated into the 
business and is an important enabler both 
in the enhancement and advancement of 
the company’s objectives and position as a 
leader in its field.

Ultimate responsibility for it governance 
and ensuring that IT is aligned with and 
supports the company in the achievement 
of its goals rests with the board. The audit 
committee assists the board in the 
discharge of its responsibilities in this 
regard. responsibility for development and 
implementation of frameworks and 

processes to ensure appropriate IT 
governance within the group has been 
delegated to the ITSC.

Composition
The ITSC operates within approved terms 
of reference incorporating an it 
governance framework, which details how 
current and future use of IT is directed and 
controlled within the company. 
Representatives from the various functions 
within the company that have an impact 
on and/or are impacted by IT serve on the 
nine member committee. 

in addition to assuming responsibility for 
consolidating feedback relating to the 
performance of IT within the company, so 
that reactive or proactive steps may be 
taken to ensure that the company derives 
the maximum value from IT, while at the 
same time managing its risks, the itSC is 
responsible for:
■■ ensuring the organisational structures, 
relationships, frameworks and processes 
relating to it are in place;

■■ ensuring that IT is aligned with the 
company’s business strategy;

■■ delivering value to the business by 
optimising expenses and improving the 
value of IT, which in turn translates into:
 • competitive advantage;
 • customer satisfaction;
 • employee productivity; and
 • enhanced profitability;

■■ IT resource management;
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■■ management-related risks and 
addressing the safeguarding of IT assets, 
emergency response, disaster recovery 
and business continuity; and

■■ IT performance management.

Meetings are structured around the 
responsibilities falling within the remit of 
the ITSC and report backs are provided to 
the exco, the audit committee as well as 
the board.

the five meetings held during the year 
focused on:
■■ ensuring that the company’s it initiatives 
and proposed projects assist the 
company in the achievement of its 
strategic and business processes;

■■ monitoring and evaluating significant it 
investments in ongoing operational 
activities and projects;

■■ implementing processes that ensure 
that information assets are managed 
effectively;

■■ monitoring and measuring IT 
performance; and

■■ overseeing the process around the 
development and implementation of the 
bespoke hotel management system, 
Lodgix.

following the promotion of Ryan Ruthven 
to divisional director: it on 1 July 2016, all 
matters previously dealt with by the itSC 
will now be covered on the Exco agenda 
and the ITSC has therefore been dissolved.

further details on the committee’s 
achievements can be found on pages 58 
and 59.

the board confirms that it governance  
is being addressed appropriately and is 
suitably aligned to the achievement of  
the company’s objectives.

INTERNAL AUDIT FUNCTION
KPMG Services Proprietary Limited 
performs the company’s internal audit 
function. despite being administratively 
accountable to the divisional director: 
financial, internal audit has unrestricted 
access to the chief executive, the financial 
director, as well as the chairman of the 
audit committee.

reports, presented at each audit 
committee meeting, are prepared in 
accordance with a defined set of audit 
criteria which highlight audit area ratings 
per hotel and summarise internal audit 
activities. Corrective action is taken where 
significant internal control weaknesses are 
identified and follow-up audits may be 
conducted if deemed necessary. 

Based on the results of the 17 internal 
audit reviews completed during the 
financial year ended 30 June 2016, which 
yielded an overall average level of 
compliance with the key controls tested  
of 84% (2015: 87%), the internal audit 
function and the audit committee 
concluded that the overall internal control 
effectiveness is good.

the audit committee reviews the 
effectiveness of the internal audit function 
to ensure that adequate, objective internal 
audit assurance standards and procedures 
exist and annually approves the internal 
audit plan and fee for the ensuing year. 
Special assignments, including but not 
limited to risk-based reviews, are 
undertaken where mandated by the audit 
committee. two such reviews were 
undertaken and completed during the year 
under review. the first covered enterprise 
risk management assurance assistance, 
including combined assurance, and 
culminated in the development of a new 
more user-friendly risk reporting tool 
which ranks risk at both an inherent and 
residual exposure level and reflects 
perceived control effectiveness and risk 
tolerance limits.

The second covered a review of the IT 
disaster recovery plan, the results of which 
will only be available in the new financial 
year.

the audit committee upon assessing the 
independence of the internal audit 
function has concluded that, 
notwithstanding KPMG acting as internal 
and external auditors to the company and 
taking the ratio of fees between non-audit 
services (including internal audit fee) and 
audit services into account, it is satisfied 
that the independence of the function has 
not been compromised.

GOVErnanCE rEpOrT COnTInuED
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DEALING IN SECURITIES AND 
INSIDER tRADINg
Directors and the group company secretary 
must, as provided in the JSe Listings 
Requirements and the board-approved 
policy on dealing in company securities, 
obtain prior written clearance from the 
chairman of the board before dealing in 
City Lodge shares during an open period. 
the chairman of the board requires prior 
written clearance from any other 
designated director.

All dealings in securities are effected 
through the office of the company 
secretary who assumes responsibility for 
the enforcement of the policy, maintains  
a record of requests for dealing and 
clearances which, with regard to directors’ 
dealings, is tabled at each meeting of the 
board, and arranges for the publication  
of the relevant announcement via the 
company’s sponsor on the JSe’s Securities 
Exchange news Service.

Directors, the company secretary and 
senior employees are prohibited from 
dealing in the company’s securities during 
closed periods as defined by the Listings 
Requirements and at any time when those 
persons possess inside information.

CONFLICTS OF INTEREST AND 
OthER DIRECtORShIPS
Directors declare their interests in 
contracts entered into or to be entered 
into, in compliance with the provisions 
of the act, and provide details of other 

directorships annually, by written 
declaration, and quarterly at each board 
meeting. 

Directors must recuse themselves from 
deliberations on those matters where they 
are, or may potentially be, conflicted after 
they have provided any material 
information relating to the matter or 
known to them or if requested to make 
any observations or pertinent insights 
relating to the matter, by the other 
directors.

executive directors may, with the 
chairman’s permission, having due regard 
to whether the appointment may conflict 
with the business of the company and/or 
have a negative impact on the director’s 
ability to effectively meet his/her 
responsibilities, accept external board 
appointments.

Neds are required to engage with the 
chairman with regard to their external 
appointments in order to ensure that, 
notwithstanding additional external board 
appointments, he/she will continue to be 
able to devote sufficient time to the 
company.

the chairman of the board is satisfied that 
the Neds have devoted the requisite 
amount of time to discharge their 
responsibilities to the company and that 
no director has a material interest in any 
contract entered into by the company.

exco also subscribes to the practice of 
disclosing interests in other companies, 
board memberships and interests in 
contracts at the beginning of each Exco 
meeting in addition to making an annual 
written declaration in this regard.

STAKEHOLDER ENGAGEMENT
The company acknowledges the 
importance of acting with integrity towards 
its various stakeholders, details of which 
are provided on page 12, and is committed 
to providing timely, transparent, 
consistent, relevant and credible 
information.

the board, as ultimate custodian of 
stakeholder relations, has delegated 
responsibility for proactively dealing with 
the group’s various stakeholders to the 
executive and divisional directors, 
company secretary, hotels and outsourced 
public relations function.

LITIGATION
The company is, in the ordinary course of 
business, subject to legal proceedings, 
which for a number of reasons cannot be 
reliably predicted. 

The company is not and has not during the 
year under review, been involved in any 
legal or arbitration proceedings that will or 
may have a material effect on the 
operations or financial position of the 
company, nor are there any such known 
proceedings pending.
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rEMunEraTIOn rEpOrT

INtRODUCtION
this report details City Lodge’s philosophy, 
principles and approach with regard to 
remuneration, specifically highlighting 
remuneration applicable to executive 
directors (“ed”), the executive committee 
(“Exco”) and nEDs, as well as its 
implementation during the year.

REMUNERATION GOVERNANCE
The remcom is responsible for overseeing 
the governance of remuneration matters. 
it is specifically responsible for ensuring 
that the company remunerates its 
executive directors and senior executives 
fairly and responsibly, and that the 
remuneration policies in place serve the 
company’s long-term interests. in 
discharging its responsibility remcom 
reviews the remuneration policy and its 
implementation on an annual basis.

Remcom considers management’s 
recommendations and in turn makes 
recommendations to the board on the fees 
payable to the Neds, which recommendation 
is subject to shareholder approval.

Specifics with regard to the composition, 
role, responsibilities and activities of the 
committee and remuneration policy are 
set out on pages 69 and 70.

REMUNERATION POLICy
the remuneration policy, which is to be read 
in conjunction with the employee’s letter of 
appointment, employee handbook 
containing the company’s code of conduct, 
applicable employment legislation and the 
rules of the short-term and long-term 
incentive schemes, will be tabled to 
shareholders for a non-binding advisory vote 
at the annual general meeting scheduled to 
take place on 10 november 2016.

Reward philosophy and strategy 
statement
City Lodge’s policy is to pay a market rate 
comparable to similar roles within the 
market and aims to set its guaranteed pay 
at the upper quartile in respect of exco 
members, and between the mean and 
upper quartile within a normal distribution 
range of the relevant industry (hotels and 
hospitality) in respect of the remaining 
employees.

City Lodge is committed to developing, 
implementing and upholding total reward 
strategies and practices which: 
■■ are consistent with, and aligned to the 
vision, mission, values and business 
objectives of the company;

■■ pursue the best interests of the 
company, its shareholders, and its 
internal and external stakeholder base; 

■■ offer an appropriate mix of fixed 
remuneration and variable 
remuneration, which includes short-
term and long-term incentives;

■■ are fair, equitable and justifiable; 
■■ are market related;
■■ are driven by, and show a commitment 
to, rewarding performance, integrity and 
quality innovation;

■■ offer competitive benefits; and
■■ articulate a distinctive value proposition 
for current and prospective employees.

Total reward strategy and remuneration 
mix
City Lodge’s total reward strategy is aimed 
at:
■■ providing an integrated approach for 
reward management that effectively 
attracts, motivates, engages and retains 
the talent required to achieve the 
desired business results;

■■ aligning reward practices with business 
strategy through a process of analysis, 
thereby ensuring that the company’s 
reward practices serve the business 
objectives; and 

■■ adhering to legal, ethical and best 
practice standards, and reflecting good 
corporate governance and citizenship by 
complying with and exceeding industry 
and statutory minimum standards.
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Remuneration structure
the various components of remuneration applicable to the group are as follows:

Element of pay 
type Purpose

Performance 
period Performance measures Settlement Application

Fixed
Total guaranteed 
pay (monthly 
salary, retirement 
funding, medical 
aid, death and 
disability cover)

The basis of the 
company’s ability 
to attract and 
retain the required 
skills.
Reflects the 
individual’s role 
and position.

1 August to 31 July reviewed annually, having 
regard to the approved 
increase mandate, 
benchmark data, where 
applicable, macro-economic 
factors, affordability and 
performance.

payment takes place 
monthly and 
comprises a mix of 
cash salary as well as 
compulsory and 
discretionary benefits.

Employees 
below manager 
level*/*** 
General 
managers* 
Senior and head 
office 
management*
Exco
ED

Variable
Short-term 
incentive:
performance 
appraisal linked 
(“paL”) bonus

Drive a “pay for 
performance” 
culture and 
reward the 
achievement 
of business 
objectives.

Bi-annually, 1 July to 
31 December and 
1 January to 
30 June.

To create a performance 
culture and reward 
employees for achieving 
strong annual results when 
compared against 
predetermined targets.

Cash settlement 
capped at a 
percentage of Gp 
depending on 
individual’s role.
The standard target 
payout level is 
generally expressed 
as a percentage of 
salary and then 
moderated by the 
performance score.

assistant general 
managers
General 
managers 
Senior and head 
office 
management

 * 13th cheque over and above base pay and benefits.
*** employees share ownership opportunities exist through the 10th Anniversary employees’ Share trust and injabulo Staff trusts, subject to qualification criteria being met.
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Element of pay 
type Purpose

Performance 
period Performance measures Settlement Application

Variable 
(continued)
Short-term 
incentive:
executive 
committee 
performance 
management 
scheme (“ECpMS”)

Drive a “pay for 
performance” 
culture and 
reward the 
achievement  
of business 
objectives.

Financial measure: 
1 July to 
31 December and 
1 January to 30 June
Non-financial 
measure: 1 July to 
30 June

financial targets (65% 
weighting) are measured 
bi-annually with reference to 
the group average achieved 
for paL.
Non-financial measures (35% 
weighting) comprise 
individual key performance 
areas (“KPAs”) which in turn 
have reference to the group’s 
strategic objectives.

Financial measure: 
February and august 

Non-financial 
measure: august

Exco

Targets for measuring the 
achievement of the non-
financial performance criteria 
are individually set and are 
determined in advance of the 
commencement of an 
incentive period, in 
consultation with the chief 
executive.
a point scale of 0 to 7 points 
per KPA is utilised to measure 
achievement against each set 
and agreed KPA.

Below target threshold: 
0 points
Target threshold: 1 point
On-target: 5 points
Stretch target: 7 points

rEMunEraTIOn rEpOrT COnTInuED
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Element of pay 
type Purpose

Performance 
period Performance measures Settlement Application

Variable 
(continued)
Short-term 
incentive:
executive director 
incentive scheme 
(“EDIS”)

Drive a “pay for 
performance” 
culture and 
reward the 
achievement  
of business 
objectives.

Annually: 1 July to 
30 June

financial drivers (65% 
weighting) comprise the 
weighting assigned to the 
group pool drivers, namely 
normalised group EBITDa 
(70%) and normalised fully 
diluted HePS (30%), with the 
percentage target 
performance scale reflecting 
a bonus rating of 75% if the 
percentage target achieved is 
85% for eBitdA and 90% for 
HEpS.

august ED**

The percentage threshold 
performance scale will reflect 
a bonus rating of 100% if the 
percentage target achieved is 
100% for both eBitdA and 
HEpS. 
The percentage stretch 
performance scale will reflect 
a bonus rating of:
■■ 175% if the percentage 
target achieved is 110% for 
eBitdA and 115% for HePS; 
and

■■ 250% if the percentage 
target achieved is 115% for 
eBitdA and 130% for HePS.

** eds are the exception as their Sti is paid annually.
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Element of pay 
type Purpose

Performance 
period Performance measures Settlement Application

Variable 
(continued)
Short-term 
incentive:
executive director 
incentive scheme 
(“EDIS”)

Non-financial measures (35% 
weighting) include, but are 
not limited to, the 
achievement of, alternatively 
progress made, towards the 
achievement of, strategic 
objectives, group 
performance against peers/
competitors, increase in 
profit, completing projects 
within budget and/or prior to 
deadline and other key 
performance drivers of the 
business, eg rOE. 
Scale used in evaluating 
achievement:
■■ Threshold target 
percentage achieved = 80% 
of each driver

■■ On-target percentage 
achieved = 100% of each 
driver

■■ Stretch target percentage 
achieved = 120% of each 
driver 

rEMunEraTIOn rEpOrT COnTInuED
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Element of pay 
type Purpose

Performance 
period Performance measures Settlement Application

Variable 
(continued)
Long-term 
incentive

align interests 
with 
shareholders.

annual awards with 
three-year vesting 
periods and subject 
to vesting 
conditions being 
met.

Settlement takes 
place as directed by 
participant.

General 
managers

Senior and head 
office 
management

Exco

ED

Bonus tables
the bonus achievable for each of the Sti schemes is reflected in the tables below:

Bonus achievable percentage – PAL

Scale (total PAL score of 100%)
Assistant GMs – bonus %

 – half-yearly annual salary
GMs – bonus % 

– half-yearly annual salary

Head office management 
– half-yearly bonus %

annual salary

65% – 69% 2,50 5,00 Group average up to a
 maximum of 40 

70% – 74% 5,00 10,00

75% – 79% 8,75 17,50

80% – 84% 12,50 25,00

85% – 89% 16,25 32,50

90% – 95%+ 20,00 40,00
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Bonus achievable – ECPMS
Overall
PAL scale Bonus % a half-annual Exco – bonus %

65% – 68% 10% financial element (65% of tCOe): measured bi-annually with 
reference to paL group average
Non-financial element (35% of tCOe): measured annually
total Sti capped at 50%

69% – 72% 12,50%
73% – 76% 16,25%
77% – 80% 24,50%
+80% 32,5%

the PAL bonus achievable maximum of 65% of half-year total cost of employment (“tCOe”), capped at 50%.

table explanation:
■■ if the group achieves an average PAL score below 65% then the payout percentage is 0% of 50% of tGP.
■■ if the group achieves an average 65% to 68% PAL score for the relevant six-month period then the payout percentage is 10% of 50% of total 
guaranteed package (“TGp”).

■■ if the group achieves an average 69% to 72% PAL score for the relevant six-month period then the payout percentage is 12,5% of 50% of 
TGp.

■■ if the group achieves an average 73% to 76% PAL score for the relevant six-month period then the payout percentage is 16,25% of 50% of 
TGp.

■■ if the group achieves an average 77% to 80% PAL score for the relevant six-month period then the payout percentage is 24,5% of 50% of 
TGp.

■■ if the group achieves an average 80% PAL score, or greater, for the relevant six-month period then the payout percentage is 32,5% of 50% 
of TGp.

Bonus achievable – EDIS
financial element (65% of tCOe) achievement of HePS/eBitdA
Non-financial element (35% of tCOe) comprises strategic objectives and other key performance drivers
Bonus capped at 120% of total GP.
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Long-term incentive (“LTI”)
each of the Lti plans in place are governed by their own set of rules, as approved by shareholders and in line with the Listings Requirements.

Share Appreciation Rights 
Scheme (“SARS”) Restricted Share Plan (“RSP”)

Description Participants receive a 
conditional right to receive 
shares in the company, equal to 
the difference between the 
exercise price and the grant 
price multiplied by the number 
of Sar awards exercised.

Participants will receive a full share and become a shareholder on the award date, 
but subject to forfeiture in the event that the employee leaves the employment of 
the company within a specified period. these shares entitle participants to share in 
dividends and to exercise voting rights.

Purpose to attract, retain and 
incentivise employees.

to attract, retain and incentivise employees.
To provide selected employees with the opportunity of receiving shares in the company. 
the RSP was initially used as a retention mechanism or as a tool to attract 
prospective employees, but is now being used as a tool to incentivise and retain 
employees.

Eligibility executive directors
Divisional directors
Senior management

executive directors
Divisional directors
Senior management
Head office management
General managers

Company limit the aggregate number of shares which may be allocated under the SAR, dBP and RSP at any time may not exceed 
2 997 074 shares. this limit excludes shares purchased in the market and shares forfeited.

Individual limit The maximum number of shares which may be allocated to any one individual in respect of unvested Sar, DBp and 
RSP awards may not exceed 428 154 shares.

Settlement  
method

the preference of the company is to settle all awards under the SAR, dBP and RSP from a market purchase of shares. 
However, the rules of the LTI plans do cater for the following:
■■ Market purchase of shares.
■■ issue/subscription of new shares.

the rules of the RSP have been drafted wider to also include the use of treasury shares as a settlement method.
as a fall-back provision only, the employee may be paid cash in lieu of shares (SarS and DBp).

Termination of 
employment

Participants terminating employment prior to the vesting date of a particular award will be classified as a good or bad 
leaver. 
Bad leavers will forfeit all awards on the date of termination of employment.
in the case of good leavers, a pro rata portion of all unvested awards will vest on the date of termination of 
employment. the pro rata portion will reflect the number of months served since the date of grant and the extent 
to which the performance conditions (if any) have been met. the balance of the awards will lapse. in the case of the 
SAR, all vested awards should be exercised within six months from the date of termination of employment.
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Share Appreciation Rights 
Scheme (“SARS”) Restricted Share Plan (“RSP”)

Change of control in the case of a change of control, a pro rata portion of all unvested awards will vest on the date of change of control. 
the pro rata portion will reflect the number of months served since the date of grant and the extent to which the 
performance conditions have been met. 
the portion that does not vest early will continue to be subject to the terms of the letter of grant unless these are no 
longer considered appropriate in which case remcom shall make an adjustment to the number of awards.

Variation in share 
capital

in the event of a variation in share capital, the participants will continue to participate in the various Lti plans. However, 
Remcom may, where the company’s value has been materially affected, make an adjustment to the number of awards to give 
a participant an equivalent fair value of the equity capital as to which he/she would have been entitled prior to the event.

Allocation 
methodology

annual, subject to the 
discretion of Remcom.

(SAR face value % of GP x GP)/
grant price.

Restricted shares – retention and attraction: ad hoc, as determined by Remcom.
Bonus shares: annually subject to the discretion of Remcom and subject to the 
earning of a cash bonus as measured against the defined performance criteria of 
the STI.
Value of bonus = bonus match % x total bonus.
Bonus shares = (individual bonus/total bonus)/number of bonus shares acquired.

Grant price The volume weighted average 
share price for the 10 business 
days prior to the date of grant.

n/a

Vesting period Three years Three years

Lapse period Seven years n/a

Performance 
conditions

Growth in normalised, fully 
diluted, headline earnings per 
share (“HEpS”). Two HEpS 
targets will be set:
■■ Threshold – consumer price 
index (“CpI”) over the 
three-year performance 
period;

■■ Target – CpI + 2 percentage 
points per annum over the 
three-year performance 
period.

■■ 25% will vest if threshold 
performance is achieved 
and 100% will vest if target 
performance is achieved. 
Linear vesting will occur 
between the threshold and 
the target.

the earning of an Sti, which is subject to defined performance criteria, is the proxy 
for participation. No other performance conditions, save for continued employment, 
are imposed.
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Executive Share Incentive Scheme (“ESIS”)
The company previously operated the ESIS 
in terms of which eligible employees were 
granted share options, without 
performance conditions. Allocations were 
subject to a two-year waiting period 
whereafter options could be exercised as 
follows:
■■ year 2: 20%
■■ year 3: 20%
■■ year 4: 20%
■■ year 5: 40%

the share options are subject to being 
exercised within 10 years of the grant date 
and continued employment, failing which 
the options lapse.

no further awards have been made 
subsequent to the replacement of the eSiS 
by the Sar Scheme and Deferred Bonus 
Plan (“dBP”) in 2007. existing vested and 
unexercised options, however, remain in 
effect until they have been exercised or 
lapse. the last of the options are expected 
to be exercised in 2017, failing which they 
will lapse.

Deferred Bonus Plan (“DBP”)
The DBp was adopted in 2007 to foster 
a culture of share ownership among the 
executive directors. it allows participants 
to use up to 50% of their after-tax bonus to 
acquire shares in the company which will 
be matched by the company after three 
years, on condition that the participant is 
still employed by the company and still 
holds shares. the dBP is no longer actively 
used post the introduction of bonus shares 

under the rSp in 2013. The last of the 
matching shares were awarded to the 
executive directors in September 2015. 
details can be found on page 124.

Pay-for-performance
In alignment with a pay-for-performance 
culture, the company places a greater 
emphasis on variable pay for executive 
directors, which remcom monitors on a 
continuous basis.

Employee share ownership – City Lodge 
10th Anniversary Employees’ Share Trust 
(“10th Anniversary Trust”) and Injabulo 
Staff Share Scheme (“Injabulo Trust”)
All employees who do not qualify for 
participation in the company’s existing Lti 
plans and who, at the time of distribution, 
have been in the full-time employ of the 
company for at least 12 months are eligible 
to participate in the 10th Anniversary and 
injabulo Staff trusts.

10th Anniversary Trust
The 10th anniversary Trust holds 
approximately 1,21% of the company’s 
issued share capital, which was acquired 
through an interest-free loan from the 
company, the details of which can be 
found in the directors’ report.

The Injabulo Trust
The Injabulo Trust was established with the 
implementation of the City Lodge black 
economic empowerment transaction 
whereby the Vuwa special-purpose vehicle 
(“SPV”) and the University of Johannesburg 

School for Tourism and Hospitality (“the 
Hotel School”) together with the Staff trust 
SPV acquired 15% of the company’s issued 
share capital. 5,89% accrues to the Staff 
Trust SpV, of which the Injabulo Trust is the 
sole shareholder. The note on page 119 
provides more information in this regard.

Beneficiaries are entitled to the following, 
subject to the provisions of the respective 
trust deeds, including, inter alia, funding 
arrangements:
■■ a proportion of all dividends received 
by the 10th anniversary Trust/Injabulo 
Trust; and

■■ a proportion of the growth in the value 
of the shares held, distributed in the 
form of shares.

No income and/or growth distributions will 
be made under the injabulo Staff Scheme 
until the loan has been repaid in full.

NON-EXECUTIVE DIRECTOR (“NED”) 
REMUNERATION
Appointment and term 
the appointment of directors is a matter 
for the board as a whole, assisted where 
appropriate by remcom, and subject at all 
times to the approval of shareholders. 
Board appointments are governed by the 
Act, JSe Listings Requirements and the 
company’s Moi which provide for at least 
one-third of the Neds to retire by rotation 
at the company’s annual general meeting. 
the directors so retiring may, if eligible, 
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offer themselves for re-election. New 
directors hold office until the first annual 
general meeting following their 
appointment. they may offer themselves 
or re-election.

termination of office may occur at 
retirement age, alternatively will occur if a 
director is prohibited by law from being a 
director, fails to be re-elected, is found to 
be guilty of misconduct or fails to attend 
meetings without good reason or poor 
performance. 

Neds are not subject to a fixed term of 
appointment nor do they participate in 
the company’s Sti and Lti. 

Fees and basis of remuneration 
Fees payable to the nEDs are reviewed 
annually and have no link to company 
performance.

The fee structure is as far as possible 
aligned with the market, taking cognisance 
of the size and market capitalisation of the 
various companies included in the sample, 
as well as macro-economic factors, CpI, the 
financial position of the company and 
additional responsibilities placed on board 
members by new legislation and corporate 
governance principles.

Both remcom and the board review 
management’s recommendations on fees 
for reasonableness, which are then 

proposed for approval by shareholders at 
the annual general meeting.

The fee paid to the chairman of the board 
is inclusive of all board and committee 
attendances as well as other tasks 
undertaken on behalf of the group.

The fee structure, as approved by 
shareholders, remains in place for the 
financial year.

Expenses
Payment, alternatively reimbursement, 
for all travel, hotel and other expenses 
reasonably and necessarily incurred in the 
proper performance of their duties, 
subject to production of the appropriate 
supporting documentation is governed by 
a documented travel policy.

IMPLEMENTATION
Fixed pay (total guaranteed package)
The company appreciates that in order to 
attract, motivate, engage and retain the 
talent required to achieve its overall business 
objectives, it must offer market-related and 
competitive remuneration packages.

City Lodge follows a total cost-to-company 
approach to structure remuneration for 
exco and certain specialist staff and a basic 
plus approach in the case of the remaining 
workforce. 

Guaranteed pay is reviewed annually 
taking the approved increase mandate, 
macro-economic factors and performance 
into account. Mandated increases take 
effect on 1 August.

Exco members are formally graded using 
the 21st Century Pay Solutions execu-
measure system (“Execu-measure”), as 
well as in terms of the Patterson grading 
model in an effort to ensure effective 
benchmarking.

the annual review of exco’s fixed 
remuneration, which takes place between 
May and July of each year, is benchmarked 
to the market. In carrying out its mandate 
to promote fair and responsible 
remuneration, Remcom engaged the 
services of 21st Century Pay Solutions to 
benchmark and advise on the level of pay 
for Exco.

remcom authorised Exco total cost of 
employment increases, effective 1 August 
2016, of between 7% and 9%, which 
averaged out at 7,4%, as a result of higher 
increases being awarded to certain 
packages which were found to be lagging 
the market. 

the board, on recommendation of 
remcom, approved a general salary 
increase of 7%, with 7,28% being approved 
in respect of minimum wage earners.
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Variable pay (short-term and long-term 
incentives, which promote a pay-for-
performance culture)
Short-term incentive (“STI”)
PAL bonus
Hotel performance averaged at 78,02% 
and 76,71% respectively for the two 
measurement periods, with a number 
of units achieving excellent results in 
excess of 90%.

This translated into a group average pay 
out of 19,66% and 17,64% of half-annual 
salary respectively.

ECPMS
Achievement of non-financial measures 
averaged at 18,87% of tCOe.

EDIS
Solid performance from the EDs yielded an 
average bonus percentage payable of 78% 
of TCOE for the year under review.

Long-term incentive (“LTI”)
SAR Scheme
annual awards are made by having 
reference to the face value of the award, 
which is the product of a set multiple and 
the participant’s tCOe.

105 016 awards were granted to 
11 participants during the year ended 
30 June 2016.

Performance conditions
■■ Threshold performance condition 

average annual percentage growth in 
normalised fully diluted headline 
earnings per share (“HEpS”) (as 
reported in the published annual 
financial statements for the year ended 
30 June 2015, being 759,9 cents) over a 
three-year period exceeds the average 
annual growth in the consumer price 
index (“CpI”) per annum over the same 
three-year period.

■■ Target performance condition
average annual percentage growth in 
normalised fully diluted HEpS (as 
reported in the published annual 
financial statements for the year ended 
30 June 2015, being 759,9 cents) over a 
three-year period exceeds the average 
annual growth in CpI + 2 percentage 
points per annum over the same 
three-year period. 

2013 SAR Award
the performance conditions imposed for 
2013 grant have been met and the awards 
have vested.

RSP
the RSP operates in conjunction with the 
STI. There are no performance criteria 
other than the earning of a cash bonus as 
measured against the defined performance 
criteria of the Sti and continued 
employment with the company.

57 005 shares were allocated to 
68 participants during the financial year.

Having considered the provisions of the 
act with regard to the disclosure of the 
remuneration of directors and prescribed 
officers and the definition of prescribed 
officer, the board has concluded that exco 
members are deemed prescribed officers 
and that the disclosure requirements 
around remuneration be observed.
 
note 18 on pages 122 to 126 sets out 
further detail on executive director and 
senior executive remuneration including 
STI and awards made under the LTI.

Employee share ownership – 10th 
Anniversary Share Trust
912 employees received a total distribution 
of 25 shares and r2 330 cash, from the 
10th anniversary Trust during the 
reporting period (2014: 895 employees 
received a cash distribution amounting 
to r1 990).
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rEMunEraTIOn rEpOrT COnTInuED

NON-EXECUTIVE DIRECTORS (“NEDS”)
the fees currently paid, as approved by shareholders at the annual general meeting held 
on 12 November 2015, together with the proposed fees for the 2016/2017 financial year, 
reflecting increases in fees payable ranging from 7% to 10%, are detailed hereunder.

1 July
 2016 

per annum
(R)

1 July 
2015 

per annum
(R)

Chairman of the board 890 000 775 000
Services as lead independent director 286 000 215 000
Services as a director 220 000 165 750 
Chairman of audit committee 155 500 135 000
– Other audit committee members 71 600 62 500
Chairman of remuneration committee 137 400 120 000
– Other remuneration committee members 61 500 53 700
Chairman of the risk committee 106 500 93 000
– Other risk committee members 48 100 42 000
Chairman of social and ethics committee 69 600 60 800

Ad hoc/temporary committee
Per hour 1 890 

capped at 37 485
per hour 1 650

 capped at 33 000

The board, having considered both the 
King iii recommendation that Neds’ fees 
comprise a base fee as well as an 
attendance fee, and attendance by the 
nEDs over the past year, has determined 
not to change the current policy with 
regard to nED fees. accordingly it 
recommends that Neds continue to be 
paid a fixed fee for their services on the 
board and committees and that the 
chairman of the board be paid an inclusive 
fee for his services. 

STATEMENT OF COMPLIANCE
remcom, having considered the principles 
and guidelines detailed in the 
remuneration policy, is satisfied that there 
has been no material deviation in the 
application of the policy during the year 
under review. 
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SOCIaL anD ETHICS COMMITTEE rEpOrT

This report details how the social and 
ethics committee (“SeC”) has discharged its 
responsibilities as set out in section 72 of 
the Act and regulation 43 of the Companies 
Regulations 2011 issued in terms of the Act.

The SEC operates in accordance with a 
board-approved mandate and assists the 
board with the oversight of and reporting 
on the group’s social, ethical and 
sustainability practices. the board, in 
addition to its statutory responsibilities, 
assumes responsibility for ensuring that 
the company’s ethics are effectively 
managed and does so through exercising 
ethical leadership, integrity and judgement 
in directing the company. employees are 
in turn expected to act in a manner that 
upholds the company’s values as contained 
in the City Lodge code of ethics, which 
addresses its relationships with various 
stakeholders. The code of conduct details 
the standards of behaviour expected of 
employees and is provided to employees 
at the commencement of their 
employment with the company.

details on how the committee discharged 
its responsibilities can be found on 
pages 70 to 72 and pages 48 to 58 which 
covers progress in this regard.

No incidents or acts indicating a material 
breach in the required standard of ethical 
behaviour were reported during the period 
under review nor were any instances of 
substantive non-compliance with 
legislation and regulation or non-
adherence to codes of best practice.

as such the SEC is of the view that the 
group is addressing the matters required 
to be monitored by it as detailed in its 
mandate in the appropriate manner and 
that it has effectively discharged its 
responsibilities.

K I M Shongwe
Chairman of the social and ethics 
committee

12 September 2016


