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Independent Auditor's Report

To the members of The Body Corporate of Pezula Hotel

Report on the Audit of the Annual Financial Statements

Opinion

We have audited the annual financial statements of The Body Corporate of Pezula Hotel set out on pages 7 to 14, which
comprise the statement of financial position as at 28 February 2019, and the statement of comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and notes to the annual financial statements,
including a summary of significant accounting policies.

In our opinion, the annual financial statements present fairly, in all material respects, the financial position of The Body
Corporate of Pezula Hotel as at 28 February 2019, and its financial performance and cash flows for the year then ended in
accordance with basis of accounting as set out in Note 1 to the financial statements and the requirements of the Sectional
Titles Schemes Management Act, 2011 (Act No. 8 of 2011).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the annual financial statements section of our report.
We are independent of the body corporate in accordance with the Independent Regulatory Board for Auditors Code of
Professional Conduct for Registered Auditors (IRBA Code) and other independence requirements applicable to performing
audits of annual financial statements in South Africa. We have fulfilled our other ethical responsibilities in accordance with
the IRBA Code and in accordance with other ethical requirements applicable to performing audits in South Africa. The IRBA
Code is consistent with the International Ethics Standards Board for Accountants Code of Ethics for Professional
Accountants (Parts A and B). We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Emphasis of matter

We draw attention to Note 1 to the annual financial statements which describes the basis of accounting. The annual financial
statements are prepared in accordance with the body corporate's own accounting policies to satisfy the annual financial
statements needs of its members. As a result, the annual financial statements may not be suitable for another purpose. Our
opinion is not modified in respect of this matter.

Other information

The trustees are responsible for the other information. The other information comprises the Trustees' Report as required by
the Sectional Titles Schemes Management Act, 2011 (Act No. 8 of 2011), which we obtained prior to the date of this report,
and the supplementary information set out on page 15. Other information does not include the annual financial statements
and our auditor's report thereon.

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

In connection with our audit of the annual financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the annual financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.
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Independent Auditor's Report

Responsibilities of the trustees for the Annual Financial Statements

The trustees are responsible for the preparation and fair presentation of the annual financial statements in accordance with
basis of accounting as set out in Note 1 to the financial statements and the requirements of the Sectional Titles Schemes
Management Act, 2011 (Act No. 8 of 2011), and for such internal control as the trustees determine is necessary to enable
the preparation of annual financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditor's responsibilities for the audit of the Annual Financial Statements

Our objectives are to obtain reasonable assurance about whether the annual financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with International
Standards on Auditing will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these annual financial statements.

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

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

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
body corporate’s internal control.

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

 Conclude on the appropriateness of the trustees' use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the body corporate’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the annual
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
the body corporate to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the annual financial statements, including the
disclosures, and whether the annual financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

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

Report on other legal and regulatory requirements

In accordance with the Management Rules of the body corporate and in terms of Regulation 6 of the Sectional Titles
Schemes Management Regulations 2016, Rules 26(5)(c)(ii), (iii) and (iv), we report as follows:

Compliance findings with accounting requirements (Rule 26(5)(c)(ii))

The trustees are responsible to ensure that the body corporate complies with management rules 21, 24 and 26 adopted in
terms of the Sectional Title Schemes Management Regulations 2016, which includes the implementation of systems,
processes and internal controls such internal control as the trustees determine is necessary.

If during the course of our audit of the annual financial statements of the body corporate we become aware of any instances
of non-compliance with the accounting requirements set out in management rules 21, 24 and 26 (the Rules), we are
required to report our findings. We identified the following instances of non-compliance with the Rules:

 Rule 26(4) as the prior year annual financial statements were not presented at the AGM within 4 months after the
financial year end.

Management of the body corporate’s financial affairs and funds (Rules 26(5)(c)(iii) and (iv)) 

In terms of relevant International Standards on Auditing we did not conduct an engagement relating to whether the financial
records of the body corporate have been kept and its funds have been managed so as to provide a reasonable level of
protection against theft or fraud, and whether the financial affairs of the body corporate appear to be effectively managed, as
required by Rules 26(5)(c)(iii) and (iv). We have not gathered evidence to express any assurance opinion or conclusion
thereon.

__________________________________
Cecil Kilpin & Co
Chartered Accountants (SA)
Registered Auditors
Per Partner: S Schonegevel
__________________________________

Century City
Date: _____________________________
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Trustees' Responsibilities and Approval

The trustees are required to maintain adequate accounting records and are responsible for the content and integrity of the
annual financial statements and related financial information included in this report. It is their responsibility to ensure that
the annual financial statements fairly present the state of affairs of the body corporate as at the end of the financial year
and the results of its operations and cash flows for the period then ended, in conformity with the basis of accounting as
set out in Note 1 to the financial statements. The external auditors are engaged to express an independent opinion on the
annual financial statements.

The annual financial statements are prepared in accordance with the basis of accounting as set out in Note 1 to the
financial statements and are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgments and estimates.

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

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

The trustees have reviewed the body corporate’s cash flow forecast for the year to 29 February 2020 and, in the light of
this review and the current financial position, they are satisfied that the body corporate has or has access to adequate
resources to continue in operational existence for the foreseeable future.

The trustees are aware of the legislation that was introduced by the Sectional Titles Schemes Management Act, 2011 (Act
No. 8 of 2011) on 7 October 2016. This legislation requires that the body corporate maintain a reserve fund of not less
than 25% of the previous year's operational levies. In order to achieve this, the trustees will include an adjustment in the
budgets for 2020 and 2021 to comply with Regulation 2(a) and 2(c).

The external auditors are responsible for independently auditing and reporting on the body corporate's annual financial
statements. The annual financial statements have been examined by the body corporate's external auditors and their
report is presented on pages 2 to 4.

The annual financial statements set out on pages 6 to 15, which have been prepared on the going concern basis, were
approved by the trustees and were signed on its behalf by:

Approval of annual financial statements

Trustee Trustee

Date: _________________________
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Trustees' Report

The trustees submit their report for the year ended 28 February 2019.

1. Review of activities

Main business and operations

The body corporate is engaged in governing the property and operates principally in South Africa.

The controlling body was established to administer the common property of the Sectional Scheme known as Pezula Hotel, situated at
Lagoon View Drive, Sparrebosch, Knysna, for which a Sectional Title Register was opened.

All expenses applicable to the common property and administration are recovered from the various section owners by means of a
monthly levy in terms of the rules of the body corporate and are in accordance with the participation quota applicable to each section.

2. Events after the reporting period

The trustees are not aware of any matter or circumstance arising since the end of the financial year that has a material impact on the
annual financial statements.

3. Contributions

Contributions paid by sections owners and interest earned during the year were sufficient to meet expenditure, resulting in a levy surplus
of R 8,349 (2018: R 335,637).

4. Trustees

The trustees of the body corporate during the year and to the date of this report are as follows:

Name
S February   (Resigned)
W Kilbourn
J Lategan
E Marshing
K Van Der Westhuizen

5. Managing Agent

The managing agent of the body corporate is Sandak-Lewin Trust (Property Management) (Pty) Ltd of:

Business address
64 Roeland Square
Cnr Roeland Street & Drury Lane
Gardens
Cape Town
8001

Postal address
PO Box 2624
Cape Town
8000

6. Management and conduct rules

There were no amendments or additions to the management and conduct rules.

7. Estimates of income and expenditure for the 2020 financial year

A budget for the next financial year will be presented for approval at the forthcoming annual general meeting.

8. Insured replacement values

A schedule of the replacement values of all the units will be tabled for approval at the forthcoming annual general meeting.

9. Auditors

Cecil Kilpin & Co was appointed the auditor for the year under review and their re-appointment is dependent on a resolution taken to that
effect by the section owners at the forthcoming annual general meeting.

6



D
R

A
FT

The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Statement of Financial Position as at 28 February 2019
2019 2018

Note(s) R R

Assets

Current Assets

Trade and other receivables 2 746,006 1,195,289

Cash and cash equivalents 3 524,750 2,047

1,270,756 1,197,336

Total Assets 1,270,756 1,197,336

Equity and Liabilities

Owners' funds and reserves

Accumulated surplus 1,182,107 1,173,758

Liabilities

Current Liabilities

Trade and other payables 4 76,113 15,734

Current tax payable 12,536 7,844

88,649 23,578

Total Equity and Liabilities 1,270,756 1,197,336
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Statement of Comprehensive Income
2019 2018

Note(s) R R

Revenue 5 1,391,662 956,009

Operating expenses (1,446,354) (690,853)

Operating (deficit) surplus (54,692) 265,156

Investment revenue 6 67,733 78,325

Surplus before taxation 13,041 343,481

Taxation 10 (4,692) (7,844)

Surplus (deficit) 8,349 335,637
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Statement of Changes in Equity
Accumulated

surplus
Total owners'

funds and
reserves

R R

Balance at 01 March 2017 838,121 838,121

Surplus (deficit) 335,637 335,637

Balance at 01 March 2018 1,173,758 1,173,758

Surplus (deficit) 8,349 8,349

Balance at 28 February 2019 1,182,107 1,182,107

Note(s)
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Statement of Cash Flows
2019 2018

Note(s) R R

Cash flows from operating activities

Cash generated from (used in) operations 11 454,970 (444,026)

Interest income 67,733 78,325

Net cash from operating activities 522,703 (365,701)

Total cash movement for the year 522,703 (365,701)

Cash at the beginning of the year 2,047 367,748

Total cash at end of the year 3 524,750 2,047
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Accounting Policies

1. Basis of preparation and summary of significant accounting policies

The annual financial statements have been prepared on a going concern basis in accordance with the accounting policies
as set out below. The annual financial statements have been prepared on the historical cost basis. They are presented in
South African Rands.

These accounting policies are consistent with the previous period.

1.1 Financial instruments

Trade and other receivables, loans and trade and other payables

Trade and other receivables, loans and trade and other payable are measured at cost less any impairment. At the end of
each reporting date, the carrying amounts of assets held in this category are reviewed to determine whether there is any
objective evidence of impairment. If so, an impairment loss is recognised.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These
are initially and subsequently recorded at fair value.

In terms of the Sectional Titles Schemes Management Act, 2011 (Act No. 8 of 2011) a reserve fund is maintained for the
purposes of future maintenance and repairs to common property.

1.2 Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Tax expenses

The body corporate is taxed in terms of section 10(1)(e) of the Income Tax Act, 1962. In terms of this section, levy income
and recoveries are fully exempt. All other income is exempt up to a maximum of R50,000 per annum. Therefore, taxation
is calculated and provided for on investment income and other income greater than R50,000 per annum less a portion of
deductible administrative expenses.

1.3 Impairment of assets

The body corporate assesses at each reporting date whether there is any indication that an asset may be impaired.
If any such indication exists, the body corporate estimates the recoverable amount of the asset.

1.4 Provisions and contingencies

Provisions are recognised when the body corporate has an obligation at the reporting date as a result of a past event; it is
probable that the body corporate will be required to transfer economic benefits in settlement; and the amount of the
obligation can be estimated reliably.

Provisions are not recognised for future operating losses.

1.5 Revenue

The ordinary levies are accounted for on a straight-line basis over the financial year and decided amongst the section
owners on a participation quota basis. The annual ordinary levies are agreed and approved by the members at the body
corporate's annual general meeting.

Interest is recognised, in surplus or deficit, using the effective interest rate method.
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Notes to the Annual Financial Statements
2019 2018

R R

2. Trade and other receivables

Levies in arrears 731,006 655,994
Prepayments - 70,153
Trust account 15,000 469,142

746,006 1,195,289

Ageing of levies

2019 2018

Current 30 days 60 days 90 days + Total Total

Levies in arrears 347,919 238,817 2,193 142,077 731,006 655,994

The detailed age analysis of levies in arrears is available for inspection at the registered
office of the body corporate.

3. Cash and cash equivalents

Cash and cash equivalents consist of:

Administrative fund - Nedbank 9020683088 124,277 2,047
Reserve fund - Nedbank 9020683135 400,473 -

524,750 2,047

Reconciliation of Reserve Fund

Major capital items Amount in the
reserve at
year end

Estimated
total cost for

10 years

Percentage
saved

Surplus
(deficit)

External and internal painting 209,166 3,001,826 %6.97 (2,792,660)
Aluminium doors and windows 30,119 432,247 %6.97 (402,128)
Water and waste reticulation 14,441 207,247 %6.97 (192,806)
Electrical and lighting 27,971 401,426 %6.97 (373,455)
Flooring 16,063 230,532 %6.97 (214,469)
Paving 2,677 38,422 %6.97 (35,745)
Swimming pool and heat pumps 16,063 230,532 %6.97 (214,469)
Drain and water pumps 8,032 115,266 %6.97 (107,234)
Ponds 18,741 268,954 %6.97 (250,213)
Fences 4,786 68,687 %6.97 (63,901)
Fireplaces 17,069 244,964 %6.97 (227,895)
Forecourt 35,345 507,247 %6.97 (471,902)

400,473 5,747,350 (5,346,877)

4. Trade and other payables

Accrued expenses 12,868 7,820
Levies received in advance 63,245 7,914

76,113 15,734

Accrued expenses - age analysis by creditor
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Notes to the Annual Financial Statements
2019 2018

R R

4. Trade and other payables (continued)

2019 2018

Current 30 days 60 days 90 days + Total Total

Cecil Kilpin & Co 8,579 - - - 8,579 7,820
CSOS levies 4,289 - - - 4,289 -

Total 12,868 - - - 12,868 7,820

5. Revenue

CSOS levies 7,489 3,160
Ordinary levies 1,285,229 952,849
Reserve levies 98,944 -

1,391,662 956,009

6. Investment revenue

Interest revenue
Bank 35,248 17,065
Overdue owners accounts 32,485 61,260

67,733 78,325

7. Auditor's remuneration

Fees 7,590 6,900

8. Insurance policy details

Buildings insurance

Insurance company Hollard Insurance Company Limited
Policy Number P22 006578
Expiry date 2019/05/31
Payment basis Monthly
Total replacement value R 338,000,000

Trustee indemnity insurance

Insurance company Hollard Insurance Company Limited
Policy Number P22 006578
Expiry date 2019/05/31
Payment basis Monthly
Indemnity insurance cover R 5,000,000
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Notes to the Annual Financial Statements
2019 2018

R R

9. Repairs and maintenance - Administrative Fund

Insurance Claims (8,693) -
Cleaning materials 9,200 -
Electrical 2,840 -
Fire equipment 40,612 -
General building 299,981 -
Gardening 273,344 -
Plumbing 40,504 -
Pool 152,381 -
Repair materials 30,771 -

840,940 -

10. Taxation

Major components of the tax expense

Current taxation
South African normal tax - year 4,692 7,844

The body corporate is subject to tax at the company rate of 28% on the net investment
income, in excess of R 50,000, in terms of Section 10(1)(e) of the Income Tax Act.

11. Cash generated from (used in) operations

Surplus before taxation 13,041 343,481
Adjustments for:
Interest received (67,733) (78,325)
Changes in working capital:
Trade and other receivables 449,283 (690,104)
Trade and other payables 60,379 (19,078)

454,970 (444,026)

12. Tax refunded

Balance at beginning of the year (7,844) -
Current tax for the year recognised in surplus or deficit (4,692) (7,844)
Balance at end of the year 12,536 7,844

- -
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The Body Corporate of Pezula Hotel
(Scheme number: SS 598/2004)
Annual Financial Statements for the year ended 28 February 2019

Detailed Income Statement
2019 2018

Note(s) R R

Revenue

CSOS levies 1,285,229 952,849

Commissions received 7,489 3,160

Reserve levies 98,944 -

5 1,391,662 956,009

Other income

Interest received 6 67,733 78,325

Operating expenses

Accounting fees 989 920

Auditors remuneration 7 7,590 6,900

Bank charges 2,874 3,527

CSOS levies paid 7,489 3,160

Cleaning 12,513 -

Commission paid 21,254 -

General expenses 9,471 9,971

Insurance 8 241,270 420,918

Legal expenses 23,665 59,072

Management fees 118,773 100,196

Printing and stationery 820 2,879

Professional fees 25,175 80,591

Repairs and maintenance - Administrative Fund 9 840,940 -

Security 129,968 -

Telephone and fax 3,563 2,719

1,446,354 690,853

Surplus before taxation 13,041 343,481

Taxation 10 (4,692) (7,844)

Surplus (deficit) 8,349 335,637
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