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CHAMPAGNE SHARE BLOCK LIMITED

NOTICE TO MEMBERS

NOTICE IS HEREBY given that the ANNUAL GENERAL MEETING of the Members of Champagne Share Block
Limited in respect of the financial year ended 31 December 2008 will be held at CHAMPAGNE SPORTS
RESORT at 11am on the 30t of May 2009.

AGENDA

1. Welcome.

2. Notice Covering the Meeting.

3: Apologies and Proxies.

4: Confirmation of the Minutes of the previous Annual General Meeting held at Champagne Sports Resort at

11:00am on the 17t of May 2008.

5, Chairman’s Report.

6. Levy and Finance

6.1 Financial Report 2008
6.2 Long Term Maintenance
6.3 2009 Levy Approval

6.4 Insurance Values

6.5 Levy stabilising fund

7. To receive, consider and adopt the Annual Financial Statements in respect of the year ended 31 December
2008 together with the reports of the Directors and Auditors thereon circulated herewith.

8. Approval of the Auditors remuneration as reflected in the financial statements.

9. Appointment of the Auditors.

9.1 Auditors for the year ended 31 December 2008.

9.2 Appointment for 2009.

10. Appointment of Secretary

1. Election of Directors.

12. Association Meetings

12.1 Section 21 — Champagne Sports & Raquet Association

12.2 The Club - Champagne Sports & Racket Club

13. General.

Any member of the company entitled to attend and vote at a General Meeting may appoint another person as his proxy
to attend and speak and upon a poll, vote in his stead. A proxy form duly completed should be returned to reach the
registered office, being Wildner & Company at No 7 Bishops Court, Comer Delamore and Warrior Road, Hillcrest, 3610
or P O Box 10546, ASHWOOD 3605. FORTY EIGHT HOURS before the time of the meeting.

This may also be faxed to: 031 7651844,

(Director)




CHAMPAGNE SHARE BLOCK LIMITED

MINUTES OF THE ANNUAL GENERAL MEETING of the Members of Champagne Share Block Limited in
respect of the financial year ended 31 December 2007 held at CHAMPAGNE SPORTS RESORT at 11am on the
17t of May 2008.

1.

Welcome.
The shareholders were welcomed.

Notice Covering the Meeting.
The meeting was properly convened and the notice of the meeting was taken as read, with the required
quorum.

Apologies and Proxies.
The proxies and apologies were noted

Minutes of the previous Annual General Meeting
The minutes of the Annual General Meeting of the 05t of May 2007 were taken as read and approved.

Chairman’s Report.

The chairman noted that his report had been fully circulated. It covered much of the matters arising from
the previous AGM, including equity for all our stakeholders, our corporate housekeeping and the
necessity to go forward with zero borrowings. With the current difficult economic environment, | would
like to take the opportunity of highlighting certain matters.

The special levy was considered a necessity, as to generators, with outages creating an untenable
position. We took this opportunity to re-furbish the phase 1 chalets and to allow for the unexpected
economic changes, which if not properly dealt with, could cause financial stress to the Share Block
Company.

This also linked directly to the level of long term maintenance (LTM). It is important to note that the
scope of our budget for LTM was for re-furbishment with limited replacement. Proper LTM spend is
essential to keep our investment value. The question arises as to what the level and the timing of our
LTM program should be. This also has implications for the scope of the LTM and the method of funding
the spend. We also take into account that levies could increase by possibly 16% next year, due to the
effect of Eskom, rates, diesel and rising inflation. However, our levy is competitive and relatively low.

We have been through this subject many times over the years and no doubt it will be our major ongoing
challenge. Without additional funding, there is a shortfall in maintenance, let alone recycling new assets.
To this end, we are producing medels to inform us going forward, so lets watch this space.

The chairman’s report was adopted.

Levy and Finance

Mr R Bowden reviewed the financial position. The fact that expenditure was matched so closely to
revenue, was not magic. We took deliberate decisions and were flexible, as to our requirements. For
example, the increased maintenance spend. The balance sheet showed a strong position. The cash
balance was also due to substantial levies paid in advance. Mr R Bowden noted we would achieve a
further positive cash flow from the additional 10 units. Looking forward, we are on track to maintain our
expenditure budget and revenue expectations. The accounts represented a very satisfactory position.

A discussion arose as to the common facilities amount in the accounts and that it would be desirable to
have a few lines of detail, as it constituted a major part of the budget. R Bowden noted that this was a
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well documented issue, with a clear methodology. It was agreed that the budget for 2009 would contain
some line break downs. J Ridl noted that we had a 2% margin system, should the relative contributions
be out of line post facto the budget and that the process was audited. J Ridl noted that detailed
information had been available at every meeting.

Long Term Maintenance — R Macquet noted that economies of scale was a wonderful thing. The
additional 10 units arose of a potential amount of R724K towards the LTM and maintenance shortfall.

J Ridl noted that some of the units were nearly 20 years old and we could not afford to fall behind. J Ridl
also noted that the special levy included an amount towards upgrading phase 1 and the developer
would be paying their portion, éven though the 10 units were brand new.

As to the general maintenance of the chalets, there was discussion that maintenance was at times
inadequate. R Macquet noted that this was fair comment and that the new budget would contain
additional staff. Possibly we have been trying to do too much, with too little.

It was noted that re-thatching is progressing. Also recycling thatch is a new method and this provides
substantial employment for our local community.

The 2008 levy was approved.

The insurance values had been increased and our insurer now was the same as HPF Properties (Pty)
Ltd, the hotel property owner.

It was noted that a new entertainment area is under construction by December

Special Levy

The chairman noted that the content and reasons for the special levy was contained in an explanatory
memorandum. However, the chairman encouraged a full discussion of Directors decision and reasons
for the levy.

The special levy was divided into 4 sections the generators, the upgrade of the original chalets, the
unexpected increase in costs, largely due to statutory increases and should funds remain certain
improvements. The approximate costs were R1.8M for generator, R400K for costs, the upgrade project
of phase 1 and improvements, including dishwashers if funds remained.

The floor agreed that the electrical would probably get worse and that the generator has protected their
asset. v

As to the generator — it was discussed that new technologies may arise, but are not yet proven. The
battery/inverter system was available, but was not considered appropriate. Overall, this electrical
decision was in the context of a leisure experience, where irritations were not needed. Further, many
resorts were already putting in generators and we needed to maintain a relative standard. It was noted
that whilst there were only 2 formal objections, a fair number of owners did not agree, but preferred to
go with the majority and would vote with the majority. It was noted that the generators were Caterpillars.
It was agreed that the generators should be installed.

As to the upgrade — it was noted that this upgrade formed part of a bigger picture, where a new décor
level would be applied throughout the chalets, so as to match the new units. It was agreed that the
chalets should be upgraded.

The question arose as to the total maintenance spend and why the older units upgrade could not be
achieved from within the existing budget. It was discussed that the existing maintenance cost centres
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were fully allocated, with no spare funds. Further, the LTM account was for limited refurbishment and it
did not allow for a total upgrade involving replacement to that level.

Maintenance was divided into specific areas and in particular the long term maintenance account was
under funded. This under funding increased as the units become older. This subject had been regularly
discussed as previous AGM's. The shortfall was alleviated by an allocation from the free funds arising
from the incorporation of the additional 10 units in the budget. The adequacy of the revised LTM budget
would be tested over the coming years.

As to additional costs — it was noted that additional costs arose from electricity, the generating &
operating costs, the new electrical levy, and statutory staffing levels. It was agreed that these costs
were unexpected and unavoidable and that provision should be made, to raise funds to pay for them
rather than sacrifice the other service.

As to dishwashers — it was noted that this could only proceed if electricity was available and if funds
from the above spends remained. It was noted that should dishwashers be supplied then the pills
should be added to the guest supplies.

The above were agreed.

Resolution

It was noted that the board of directors on 12 March 2008 resolved to levy a special levy. The board
wished for the owners to ratify this action. In this regard, special notice had been given, as summarised
in the attachment to the notice. The resolution was ratified by the meeting with 2 objections noted. It is
followed that the special levy would be issued to the owners for payment during this year

The Annual Financial Statements in respect of the year ended 31 December 2007 together with the
repoits of the Directors and Auditors thereon circulated herewith were approved. It was noted that it was
desirable to have greater detail, as to the common facilities cost.

Approval of the Auditors remuneration as reflected in the financial statements.
The remuneration was accepted.

Appointment of the Auditors.
Auditors for the year ended 31 December 2007 — Wildner & Company were appointed.

Appointment for 2008 — Wildner & Company were appointed.
Appointment of Secretary — Mrs P Balakisten was appointed.

Election of Directors
The board was re-elected. The Chairman thanked the board for their contribution.

Association & Club Meetings

We are required to keep a section 21 company by the Town Planning Scheme, called Champagne
Sports & Raquet Association. It is agreed that all the statutory requirements would be complied with in
the holding of this meeting.

We are required to have a meeting of The Club Champagne Sports & Racket Club. It was noted that all
the statutory requirements that were complied with in holding of this meeting are adopted for the
purpose of the Clubs annual general meeting.
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General

3 old 3 bedroom units — it was noted that a survey could be done to see if other owners would
contribute to the improvement of the chalets.

The main gate servitude was agreed and would be registered as soon as was practical.

Security — this was outsourced.

It was noted that mid weeks were becoming a norm, which changed costs, which would need to be
dealt with.

Bulk banks — it was noted that the time management system was complicated. This enabled a good
service level but was dependant on the RCI special co operation. If this was withdrawn as it was not a
right, bookings would become more problematic, as can happen with flexi calendars.

The Ottomans — it was noted that ottomans would gradually be replaced with club chairs over the
upgrade program.

AGM location —. it was noted that certain owners has requested Johannesburg and Durban. It was noted
that the central venue would be continued.

Golf — it was noted that credit cards would be charged for no shows. The body of owners fully supported
this view.

Rates - it was noted that the new rating system was a concern

Land claim — whilst this is still an issue, it appears not to be valid.

Thanks — the floor noted a vote of appreciation to the board for their sound grasp of issues and for a
task well done. Further, the floor voted that their appreciation to management be expressed.




CHAMPAGNE SPORTS & RAQUET ASSOCIATION

MINUTES OF THE ANNUAL GENERAL MEETING OF THE MEMBERS OF THE ASSOCIATION IN RESPECT
OF THE FINANCIAL YEAR ENDED 31 DECEMBER 2007 HELD AT CHAMPAGNE SPORTS RESORT AT
11am ON 17T OF MAY 2008.

CHAIRMAN: JRidl
PRESENT: RJ Macquet, SJ Macquet, R Bowden, L McQueen, P Balakisten, S Frederic, A Rogers

1 WELCOME
Shareholders were welcomed. The chairman confirmed a quorum was present.

2 NOTICE COVERING THE MEETING
The mesting was properly convened and notice of the meeting was taken as read.

3 APOLOGIES & PROXIES
JDJ Macquet

4 MINUTES OF THE PREVIOUS ANNUAL GENERAL MEETING
The minutes of the AGM were taken as read and approved.

5 CHAIRMANS REPORT
It was noted that the section 21 company arose due to the requirement of the town planning scheme.

The representatives are 4 members of the board of CSB and 4 members representing HPF Properties
(Pty) Ltd.

The main duties of CSRA are to maintain the servitudes, to see to architectural conformities of any
developments, to see to common infra-structure and any other matters pertaining to the shared use of
properties belonging to its members.

In terms of activity, it was noted that development was taking place and had been approved, that the
infra-structure was in good order, that the servitudes over the area of the water plant and the sewage
plant were still to be registered. The servitude through the main gate was agreed and would be
registered.

The section 21 company in fact acts as our own local authority. The warehouse agreement has been
completed.

The sewage plant has been extended and improved at the developers cost.
There were no further matters to report.

6 ELECTION OF MEMBERS
The members were re-elected.

7 ANNUAL FINANCIAL STATEMENTS
It was noted that there were no transactions. The annual financial statements were a formality, which is
approved.

8 APPOINTMENT OF AUDITORS
Wildner & Co were appointed as auditors.




CHAMPAGNE SHAREBLOCK LIMITED

CHAIRMAN’S REPORT

| have pleasure in submitting this report in respect of the company’s activities for the financial year ending
December 2008.

Your company continues to operate the timeshare scheme on a share block basis. The “A” shares give the
developer development rights and certain rights in respect of “A” Share structures and facilities and the ‘B
shares, together with a “B” Share Use and Occupancy Agreement that governs the timeshare owners' rights and
obligations.

REFLECTIONS

| was asked to be chairman in the very beginning, when the original developer faltered. For better or worse, it
was decided that the company needed to have an independent, legally qualified director, to guide the take over,
in 1990 by the Macquet family. | suppose lawyers are appreciated sometimes. | have been chairman since then,
excluding some years when one of our first directors, a very capable Jon Van Coller became chairman, at a time
when my practice did not allow me to commit the time required to do the job properly.

| think that it is appropriate for me to reflect on and offer some comments on where we have come from to assist
our shareholders and farge body of stakeholders. Our resort plays a significant role in the long term sustainability
of the lives of many in our valley, socially, economically and in the protection of our environment.

Twenty years ago the first chalets were built. This is certainly an appropriate time for some reflections, a look at
ourselves over time. Please indulge me. ‘

Traditionally, a twentieth anniversary is “china”: fragile, breakable but looked after with great care. We have done
this collectively, shareholders, our board and management. | prefer the modern symbol of a ‘twentieth” —
platinum — one of the least destructible metals on the earth — here forever! For now, the past (with apologies for
the point format).

On the development - The first and obvious difference between the old and the new, is that the development has
taken 20 years to fulfil. In these many phases, the lifespan of timeshare in South Africa is represented. Every
aspect of our development had the potential for instability, failure, or long term lack of sustainability. | think I can
say with confidence that our positive approach as a company has managed the scale and has understood the
pillars of sustainability.

Our original documentation has never been changed except to capture factual matters that do not change the
legal effect of the agreements signed at inception. This is rare in any development that enjoys the long life that
we have had. It has stood the test of time with some housekeeping. It has been challenging conceptually, hard
work and rewarding, all in the same breath.

On the physical structure — the single property and share block format was tempered with the power in the
Articles of Association of the Company and our tried and (seldom) tested agreement, to separate the hotel &
timeshare properties when the time was right and all of the financial implications were understood. This did
happen. Additional properties were acquired, consolidated and then logically spatially allocated to the different
components of our resort that | now turn to.




On the product offering — a sports focused resort, with multiple facilities that attract even those less active than in
the aggressive sport of bowls! (With apologies to one of our founder directors, Basil Hulbert!) The product has
gone from strength to strength, with a facilities base beyond the expectation of most shareholders, and at a level
of excellence recognized in the leisure industry as being of the highest standard.

On corporate governance - the board is made up of mainly independent timeshare owners, with a minority
developer and manager presence. We meet and exceed the standards called for in this regard.

On our guiding principles — these were established early. They have been sustainability, stability & equity, with
the objective of providing a soundly managed value for money resort to our shareholders. In this regard, | think
we have maintained sustainability through all development phases, we have a sustainable resort going forward
and we continue o strive for "equity”. What we mean by equity is that in the sharing of the costs of operating a
mixed use resort like ours, there is fairness. Our levy is below that of our peers and always has been. We will no
doubt discuss this at the forthcoming AGM.

On cost sharing - I have reinforced many times at our shareholder meetings and at our board, {usually with their
patience and inevitable understanding!) that our systems are complicated to implement. The shared costs are not
a contribution to the hotel and neither does the hotel contribute fo us. In effect, the resort bears ail the costs
excepting those that directly relate to the hotel operation. These costs are then shared out on in what is intended
fo be an equitable manner. There are processes in place to avoid conflict and to have fallbacks.

On the whole - overall, we have come a long way and | attribute a lot of credit to the excellent working
relationships that have endured between your directors and developers and management and also to the
continuity of long serving directors and a solid arms length relationship between the parties. It has not always
been easy, but we have always come to workable agreements. We have great respect for each other in all of our
dealings between the board, the developers and management.

GOING FORWARD

My 2007 report in its overview highlighted equity to the stake holders, corporate structures that are in place and
agreements. | also referred to the self-imposed restriction of zero debt in our business operations. It also
highlighted the necessity for us to define the scope of our Long Term Maintenance (LTM) and refurbishment
program. This year and next, we will be operating within the vicissitudes forced upon us by the effects of the
economic crisis, from which none of us can escape We still have some unfinished business in regard to HPF
formalities and servitudes. These matters are in hand but there is no reason why these will not be resolved to our
satisfaction.

Our key challenge going forward is to determine what our chalets will look like in say 2015 (our chosen date) and
to keep all of the stakeholders in our resort happy. | referred to both these matters previously and in my report of
2007. We will project manage the chalet rejuvenation under the name “chalet 2015”,

Chalet 2015 - Our managers have done detailed studies and provided schedules, as a point of reference,
indicating the costs that would need to be incurred for all of the chalets to be of the same standard as Phase 8,
the newest phase. This would be some R10 Million or about R2000 an owner in today’s Rand value. Our
managers have fully discharged their duty to us advising the board in detail of the options and of the average age
of the chalets and their various components.

Our board has debated the merits or otherwise, of a special levy to achieve this end. There is some pressure
from a fair number of owners to do this urgently. However, this is a Share Block Company and our board has
always taken guidance from its owners, but has a duty to represent the interests of the majority. In my 2007
report and the minutes of our AGM, we very clearly stated that your board is guided by the fact that the value of
our investments, are critically dependant on a well maintained product. We are also aware that there is a level of
subjectivity, as to what is an acceptable standard to the majority of our owners




To upgrade the chalets, would require additional levies, which would entail an adjustment of our levy budget to
facilitate this. We are also aware that raising a special levy now would be the second in 2 years and in our
history. It would also be on top of an already steep increase this year and in addition, it would be imposed on an
owner body many of whom have financial stress with the current economic climate.

We need to consider the creation of a levy stabilization fund from which directors could authorise the necessary
monies for the chalet 2015 project. The notion of a levy stabilization fund is not new and is not our invention.
However, | see it as a necessary foil to the kind of unpredictable price increases that we have had to deal with,
driven mostly by social and political changes.

| would like to use this opportunity to sound out the views of members on this matter, we always do. Your new
board will then have to deliberate the issues and take the actions that are required to implement the direction that
directors get from the AGM.

Our board decided that the R2.3 million should be raised by way of a special levy of R500 to be raised this year
or by including this amount in the general levy for next year as part of normal budgeting.

As shareholders, you can decide to accelerate the upgrade by suggesting to the incoming board of directors to
raise a special levy of R1000 or R2000 so that we stay ahead of the pack in terms of the quality of our
investment. This is the opportunity for debate and the floor will be opened after the presentation of my report.

FINANCIAL PERFORMANCE 2008

For the record and for the benefit of those members who are not able to attend this AGM, | will deal with some of
the more pertinent financial matters that affect our company.

Presentation - We are fortunate to be guided in our board by a strong financial contingent, led by Rob Bowden. In
addition to the audited accounts, we have added the management accounts in a user friendly format so that even
| understand them! Our accounts have always been affected by changing volumes and with our new phases
coming on stream during this financial year. We thus have the concept of a revised budget, which is the approved
budget adjusted, with the timing of new phases & events. This year we have also split up the shared costs in the
2009 budget and the management accounts will report accordingly.

Rates — a special note is made of a rates credit. We had a provision for rates. Our rates had not been updated
with recent expansions. We believe with the new rates that we need not provide for additional rates.

Special levy — the special levy approved at the last AGM has been 95% collected and we are of course chasing
the 5% outstanding, who are also paying interest. The amount has been spent on generators, the phase 1
cottage upgrade and once-off costs. R170K of the amount has not been spent, which was for smart electrics that
will assist in our energy-saving campaign.

Maintenance — | am particularly pleased to report the increase in maintenance that has been achieved within our
budget. This goes a long way to ensure us that the resort will be sustainable in the long term.

Budget — the budget had to bring into account the new chalets, being phase 8, which came on stream during the
year and the special levy, which was raised during the year. These amounts thus create substantial variances,
which are the result of the application to the additional revenues and costs.

Overall results — the surplus of R1972K is due to the capitalisation of the amount spent on generators of R1677K,
with R170K of the R295K balance, from the delay in the installation of smart electrics, and the balance largely
attributable to savings on diesel, statutory costs and a rates credit. It is noted that the long term maintenance
account was allocated additional funds, which has been a priority in our planning. Overall this represents an
excellence balance and | am very pleased with these results.




Cash flow — our cash flow is strong. Where we have accumulated some weeks where owners are behind on their
levies notwithstanding an excellent levy record over the years. We have instructed our management to now deal
with these owners and this may lead to our first legal action for the recovery against an owner in about fifteen
years or more. We are secured as the outstanding debts are far less than the value of the timeshare that may
have to be auctioned in time. This is unfortunate, but is a sign of the times. None of the outstanding amounts
represent a threat to the company.

2009 BUDGET

The 2009 budget requires approval at this meeting, even though by the time of this meeting, it is more than 90%
paid. The 2009 levy budget was extensively discussed in our newsletter 54. In these difficult times, this has
probably been one of our most difficult budgets to set, with cost pressures from all sides. This is at a time when
we would have preferred to offer greater relief to our owners. Unfortunately we have the duty of ensuring our
company's wellbeing. When we budget, we do not allow for our company to incur any debt — our company allows
for zero borrowings, so we have to get it right. There is no budget deficit comfort in our calculations.

I would like to highlight a few of the main cost culprits, that provide these costs pressures, being rates, diesel,
and staffing costs where we needed to adjust on some previous years’ cost increases that were not in line with
our labour ethos. This resulted in increases in levies of some 18.1%.

As fo rates — you will have noted that the new budget contains a large aliowance for rates — we have had a
valuation, but we do not know the rate- randage that will be applied to us. We have lodged an objection as there
were fundamental errors including incorrect property descriptions and rateable area. We therefore do not know
what the final rates figure will be. This makes budgeting very difficult.

Catch up - last year we assumed an inflation rate of some 6.5%. This catch up in the new budget forms some 2%
of the increases. Despite the clarity of our crystal ball, we underestimated!

Tax — we are required to pay tax on our nett non-member income, specifically interest. The R50 000 exemption
unfortunately applies from the 015t of January 2009, so our income does not enjoy this benefit.

New costs — diesel for our generators. We have allowed R240 000, but this could be R60K or R540K depending
on the performance of Eskom.

Staffing — our sector determinations are out of our control and increases may be 2% above inflation.

Electricity — we are all aware of the Eskom scenarios of increases of above 25% and a possible 2 cents a kilowatt
levy. This will be determined by the efficiency of Eskom and the support they receive from the new government.

Cost savings — against these new increases our managers balance a continuous improvement process by
actively engaging every department monthly.

The inflation rate — with expert advice we had to choose a range between 10% and 12% with many
imponderables to apply to our finances. This is an average and made sense at that time. Whilst the budget uses
12%, it could equally use 10% and provide a buffer of some R300K.

The total effect is an unpleasant 18%. This could have been 15.9%, assuming 10% and no buffer. The 2009
budget was a combination of many forces at work, all of which were carefully considered and taken into account.




GENERAL

Facilities — you will have noted the hotel has provided a wonderful new Spa and Gym and kids and teen play
areas. These all improve our holiday experience.

Land Claim — the Central Drakensberg Rate Payers Association is monitoring the so called land claim. Their
advice to members in March this year noted that whilst this group claim to have lodged a claim in 1997, no such
claim can be traced and they can not show evidence of this. This group is protesting and the CDRA continues to
hold its position that the land claim is without substance. Their protest actions may continue but have been
orderly and peaceful and well policed. This item remains on our agenda but is of no real concern to us.

Week 53 - 2010 brings with it a bonus of 91 weeks, being the 53¢ week, which amount your board will welcome
and be able to allocate according to our priorities.

SECTION 21 COMPANY & CLUB MEETING

We are required to keep a section 21 company, Champagne Sports & Raquet Association (CSRA), within our
structure as a separate entity. Such entity requires legal formalities. We have agreed to deal with its AGM
together with our share block company. We now include minutes in the booklet to meet the required formality. We
similarly deal with the Champagne Sports & Racket Club. This is an entity, which is included in our Use and
Occupancy Agreements. There are no financial matters in this entity.

CONCLUSION

This year was a process of consolidating the implications of new development, coupled with the poor economic
climate. The positive, is that we have had a surplus without compromising maintenance and in fact have
increased maintenance. This has been a good year in bad times. Our success is largely attributable to
committed shareholders that pay their dues and use our resort. Thank you!

On the management side, we also have some thanks, Mr Philip West has been with the Resort for 10 years this
year. He came to the resort with considerable experience but is now a leader in the field of resort management,
all to our benefit — thank you Philip and for your famity for putting up with the huge demands made by the resort.
Mr John Tumer has left to pursue his own business. We wish him well. We will miss his geniality, but fortunately
you will find him in his new business nearby. We welcome Monique Preece in place of John. Thank you for
coming back to the valley! Monique will now be in charge of the onsite operations of timeshare.

Finally, | would like to thank my co-directors and management for their contributions and commitment to their

duties and the compromises they make without reward.

Jeremy Ridl
(Chairman)
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WILDNER AND COMPANY

REGISTERED AUDITORS
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ASHWOOD Cnr of Delamore and Warrior Roads
3605 ' HILLCREST, 3650
TEL: 031-765 3111 FAX: 031-765 1844

Report of the Independent Auditor

To the shareholder of Champagne Shareblock Limited

| have audited the accompanying annual financial statements of Champagne Shareblock Limited, which comprise the
directors' report, the balance sheet as at 31 December 2008, the income statement, the statement of changes in
equity and cash flow statement for the year then ended, a summary of significant accounting policies and other
explanatory notes, as set out on pages 5 to 16.

Directors' Responsibility for the Financial Statements

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

Auditor's Responsibility

My responsibility is to express an opinion on these annual financial statements based on my audit. | conducted my
audit in accordance with International Standards on Auditing. Those standards require that | comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the annual financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the annual
financial statements. The procedures selected depend on the auditor's judgement, including the assessment of the
risks of material misstatement of the annual financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
annual financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the annual financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinion.
Opinion

In my opinion, the annual financial statements present fairly, in all material respects, the financial position of the
company as of 31 December 2008, and of its financial performance and its cash flows for the year then ended in

accordance with South African Statements of Generally Accepted Accounting Practice, and in the manner required by
the Companies Act of South Africa, 1973.

Uj@iﬁf%wg mv@j ﬁf:‘fﬁw

Wildner and Company . 17 April 2009
Registered Auditor

M.B. Wildner No. 7 Bishopscourt

Cnr. of Warrior & Delamore Rds

Hillcrest

3650



Champagne Shareblock Limited
(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Directors' Responsibilities and Approval

The directors are required by the Companies Act of South Africa, 1973, 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
company as at the end of the financial year and the results of its operations and cash flows for the period then ended, in
conformity with South African Statements of Generally Accepted Accounting Practice. The external auditors are engaged to
express an independent opinion on the annual financial statements.

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

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the
company and place considerable importance on maintaining a strong control environment. To enable the directors to meet
these responsibilities, the board of directors 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 company and all employees are required to maintain the highest ethical standards in ensuring
the company’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the company is on identifying, assessing, managing and monitoring all known forms of risk across the
company. White operating risk cannot be fully eliminated, the company endeavours to minimise it by ensuring that
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined
procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the system of
internal control provides reasonable assurance that the financial records may be 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 directors have reviewed the company’s cash flow forecast for the year to 31 December 2009 and, in the light of this
review and the current financial position, they are satisfied that the company has or has access to adequate resources to
continue in operational existence for the foreseeable future.

The external auditor is responsible for independently reviewing and reporting on the company's annual financial statements.
The annual financial statements have been examined by the company's external auditor and their report is presented on
page 3.

The annual financi ments set out on pages 5 to 16, which have been prepared on the going concern basis, were
approved by oard of directors on 17 April 2009 and were signed on its behalf by:

/ )

Director / Directox;__i_,.,,,———”
Hillcrest
17 April 2009



Champagne Shareblock Limited

(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Directors' Report

The directors submit their report for the year ended 31 December 2008.
1. Review of activities
Main business and operations
The company operates as a shareblock company, on a timesharing basis, which affords the members the right to
occupy a unit in accordance with occupancy agreements, which are related to the specific owners shareholding. The

company's expenditure is defrayed from levies collected from members.

The operating results and state of affairs of the company are fully set out in the attached annual financial statements
and do not in our opinion require any further comment.

Net profit of the company was R 1,972,886 (2007: profit R 10,208), after taxation of R 160,869 (2007: R 119,471).
2. Post balance sheet events
The directors are not aware of any matter or circumstance arising since the end of the financial year.
3.  Authorised and issued share capital
There were no changes in the authorised or issued share capital of the company during the year under review.
4. Dividends
No dividends were declared or paid to shareholders during the year.
5. Directors

The directors of the company during the year and to the date of this report are as follows:

Name

W.R.H. Bowden
C.F. Da Costa
N.M. Feldon
A.P.S. Frederic
R. J. Macquet
S. J. Macquet
A.L. McQueen
J.A. Ridi

A.S. Rogers

6. Secretary
The secretary of the company is P. Balakisten of:
Postal address
P O Box 763
Hillcrest
3650
7.  Auditor

Wildner and Company will continue in office in accordance with section 270(2) of the Companies Act.



Champagne Shareblock Limited

(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Directors' Report

8. Management

In terms of the agreement of sale and use and occupancy, Champagne Sports Resort (Pty) Ltd attends to the
management and administration of the company's property.

9. Operating Expenses

Expenses incurred by Champagne Sports Resort (Pty) Ltd which are common to the hotel and time share operations
are apportioned to the latter on the basis of the agreed cost sharing methodology and of the levy budget which was
tabled and accepted at the Annual General Meeting held on 17 May 2008. Expenses incurred on behalf of the
timeshare operations, which are specific to these operations, are charged to the shareblock on an actual basis.



Champagne Shareblock Limited

(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Balance Sheet

Figures in Rand Notes 2008 2007

Assets

Non-Current Assets

Property, plant and equipment 2 17,670,811 14,207,968

Current Assets

Inventories 3 135,950 221,029

Other financial assets 4 7,134 6,217

Trade and other receivables 5 1,452,973 941,099

Cash and cash equivalents 6 5,400,818 4,540,849
6,996,875 5,709,194

Total Assets 24,667,686 19,917,162

Equity and Liabilities

Equity

Share capital 7 250,000 250,000

Reserves 182,469 182,469

Retained income 1,997,676 24,790
2,430,145 457,259

Liabilities

Non-Current Liabilities

Loans from shareholders 8 15,427,500 13,642,500

Current Liabilities

Other financial liabilities 9 1,164,079 (62,923)

Current tax payable 44 580 16,651

Trade and other payables 10 5,601,382 5,863,675
6,810,041 5,817,403

Total Liabilities 22,237,541 19,459,903

Total Equity and Liabilities 24,667,686 19,917,162




Champagne Shareblock Limited
(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Income Statement

Figures in Rand Notes 2008 2007
Revenue 11 16,526,351 11,439,729
Cost of sales - -
Other income
Interest received 12 593,530 431,051
Operating expenses
Administration and management fees 5,192 5,475
Assessment rates & municipal charges (8,954) 101,326
Auditors remuneration 14 23,904 21,558
Bank charges 56,079 47,320
Cleaning 95,063 85,846
Common facilities 7,430,947 6,471,278
Diesel 66,871 -
Discount allowed 805,816 679,956
Electricity and water 378,921 322,073
Food and consumables 160,781 145,192
Insurance 251,611 240,598
Laundry and guest supplies 140,594 126,963
M Net subscriptions 122,579 109,453
Management fee 519,967 469,553
Pest control 54,393 33,546
Postage 39,528 28,680
Repairs and maintenance 4,830,887 2,840,417
TV Licenses 11,947 11,867
14,986,126 11,741,101
Profit before taxation 2,133,755 129,679
Taxation 16 160,869 119,471
Profit for the year 1,972,886 10,208




Champagne Shareblock Limited
(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Statement of Changes in Equity

Share capital Revaluation Retained Total equity
Figures in Rand reserve income
Balance at 01 January 2007 250,000 182,469 14,582 447,051
Changes in equity
Profit for the year - - 10,208 10,208
Total changes - - 10,208 10,208
Balance at 01 January 2008 250,000 182,469 24,790 457,259
Changes in equity
Profit for the year ’ - - 1,972,886 1,972,886
Total changes - - 1,972,886 1,972,886
Balance at 31 December 2008 250,000 182,469 1,997,676 2,430,145
Note 7



Champagne Shareblock Limited

(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Cash Flow Statement

Figures in Rand Notes 2008 2007
Cash flows from operating activities

Cash generated from operations 17 851,137 1,476,330
Interest income 593,530 431,051
Tax paid 18 (132,940) (70,040)
Net cash from operating activities 1,311,727 1,837,341
Cash flows from investing activities

Additional 10 timeshare units and the purchase of generators 2 (3,462,843) -
Increase in loans receivable (917) (15,534)
Net cash from investing activities (3,463,760) (15,534)
Cash flows from financing activities

Increase in loans payable 1,227,002 -
Increase in shareholders loan 1,785,000 -
Net cash from financing activities 3,012,002 -
Total cash movement for the year 859,969 1,821,807
Cash at the beginning of the year 4,540,849 2,719,042
Total cash at end of the year 6 5,400,818 4,540,849
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Champagne Shareblock Limited
(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Accounting Policies

1.1

1.2

1.3

Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with South African Statements of Generally
Accepted Accounting Practice, and the Companies Act of South Africa, 1973, except for AC 123 as stated in note 1.1
below. The annual financial statements have been prepared on the historical cost basis, and incorporate the principal
accounting policies set out below.

These accounting policies are consistent with the previous period.

Property, plant and equipment

Land and buildings and furnishings are not depreciated. Replacements of moveable assets are expended as repairs
and maintenance in the income statement. The asset valuation is restricted by the loan obligation as per Note 8.

Financial instruments
Initial recognition

The company classifies financial instruments, or their component parts, on initial recognition as a financial asset, a
financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial assets and financial liabilities are recognised on the company's balance sheet when the company becomes
party to the contractual provisions of the instrument.

Trade and other receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised
in profit or loss when there is objective evidence that the asset is impaired. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in
payments (more than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance
recognised is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is
recognised in the income statement within operating expenses. When a trade receivable is uncollectible, it is written
off against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are
credited against operating expenses in the income statement.

Trade and other receivables are classified as loans and receivables.

Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the
effective interest rate method.

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.

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.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to

(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively
enacted by the balance sheet date.

11



Champagne Shareblock Limited
(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Accounting Policies

1.3

1.4

1.5

1.6

Tax (continued)

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in profit or loss for the period,
except to the extent that the tax arises from:

° a transaction or event which is recognised, in the same or a different period, directly in equity, or

. a business combination.

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that are credited or
charged, in the same or a different period, directly to equity.

inventories

Inventories are measured at the lower of cost and net realisable value.

Revenue

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated
with the transaction is recognised by reference to the stage of completion of the transaction at the balance sheet date.
The outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

o the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated with the transaction will flow to the company;

. the stage of completion of the transaction at the balance sheet date can be measured reliably; and

. the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.
Revenue is measured at the fair value of the consideration received or receivable and represents the amounts
receivable for goods and services provided in the normal course of business, net of trade discounts and volume
rebates, and value added tax.

Interest is recognised, in profit or loss, using the effective interest rate method.

Other

Where applicable these are set out in the notes below.
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Champagne Shareblock Limited

(Registration number 1956/003056/06)

Annual Financial Statements for the year ended 31 December 2008
Notes to the Annual Financial Statements

Figures in Rand 2008 2007

2. Property, plant and equipment

2008 2007
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation  depreciation Valuation  depreciation

Land 160,000 - 160,000 160,000 - 160,000
Buildings 15,391,614 - 15,391,614 13,606,614 - 13,606,614
Generators 1,677,843 - 1,677,843 - - -
Furniture and fixtures 441,354 - 441,354 441,354 - 441,354
Total 17,670,811 - 17,670,811 14,207,968 - 14,207,968

Reconciliation of property, plant and equipment - 2008

Opening Additions Total
Balance
Land 160,000 - 160,000
Buildings 13,606,614 1,785,000 15,391,614
Generators - 1,677,843 1,677,843
Furniture and fixtures 441,354 - 441,354

14,207,968 3,462,843 17,670,811

The Farm Mirador Number 17658, Registration Division FS, situate in the province of
KwaZulu-Natal, in extent 141,5088 hectares.

All the above properties are subject to the terms and conditions of the regional
Government grant in so far as the same is still in force and applicable and subject to
reservoir, right of way Furrow and road servitude's all of which are fully described in
the Title Deeds and transfer documentation held at the company's office.

Included in the property costs, but subject to Note 8 are 91 timeshare chalets.

3. Inventories

Operational stock 135,950 221,029

4, Other financial assets

Loans and receivables
Loans and receivables - Network Finance (Pty) Ltd 7,134 6,217
Unsecured, interest free with no fixed repayment terms.

Current assets
Loans and receivables 7,134 6,217

5. Trade and other receivables

Trade receivables 1,290,434 938,473
Prepayments (if immaterial) 114,045 433
VAT 44,001 -
Other receivable 4,493 2,193

1,452,973 941,099
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Champagne Shareblock Limited
(Registration number 1956/003056/06)
Annual Financial Statements for the year ended 31 December 2008

Notes to the Annual Financial Statements

Figures in Rand 2008

2007

10.

Cash and cash equivalents
Cash and cash equivalents consist of:

Bank balances 5,400,818

4,540,849

Share capital

Authorised
125 000 A and B Ciass Ordinary shares of R2 each 250,000

250,000

Issued
Ordinary Type A 108,832
Ordinary Type B 141,168

108,832
141,168

250,000

250,000

The share capital has been issued in the following manner:

54 416 (2007 - 54 416) A class ordinary shares of R2 each.

70 584 (2007 - 70 584) B class ordinary shares of R2 each.

The rights of the A class shares are either business facilities such as the golf facility,
staff housing or are exclusive owned units. The A shares bear their own costs.

The rights of the B class shareholders are restricted in the memorandum and articles
and relate mainly to the right of use and occupation of the timeshare units.

L.oans to (from) shareholders

Loan obligations (15,427,500)
These loans are unsecured, interest free and repayment is subject to the

terms of the Company's Use Agreement and Articles of Association. The

loans are irrevocably linked to the respective shares referred to in Note 7

and cannot be dealt with apart from those shares. The above loans are

limited in terms of paragraph 91.1 of the memorandum and articles of

association, and the use agreement. In addition, the limitation is based on

51 weeks of usage.

(13,642,500)

Other financial liabilities

Held at amortised cost
Loans - Champagne Sports Resort (Pty) Ltd 1,164,079
This loan is unsecured, interest free with no fixed terms of repayment.

(62,923)

Current liabilities
At amortised cost 1,164,079

(62,923)

Trade and other payables

Trade payables -
Amounts received in advance 5,533,847
VAT -
Other payables 43,631
Accrued audit fees 23,904

5,625
5,820,282
7,037
9,173
21,558

5,601,382

5,863,675
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