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Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Directors' Responsibilities and ApprovalThe directors are required in terms of the Companies Act 71 of 2008 to maintain adequate accounting records and areresponsible for the content and integrity of the unaudited consolidated interim financial statements and related financialinformation included in this report. It is their responsibility to ensure that the unaudited consolidated interim financialstatements fairly present the state of affairs of the group as at the end of the financial period and the results of its operationsand cash flows for the period then ended, in conformity with International Financial Reporting Standards.The unaudited consolidated interim financial statements are prepared in accordance with International Financial ReportingStandards and are based upon appropriate accounting policies consistently applied and supported by reasonable andprudent judgements and estimates.The directors acknowledge that they are ultimately responsible for the system of internal financial control established by thegroup and place considerable importance on maintaining a strong control environment. To enable the directors to meetthese responsibilities, the board of directors sets standards for internal control aimed at reducing the risk of error or loss in acost 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 aremonitored throughout the group and all employees are required to maintain the highest ethical standards in ensuring thegroup’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of riskmanagement in the group is on identifying, assessing, managing and monitoring all known forms of risk across the group.While operating risk cannot be fully eliminated, the group endeavours to minimise it by ensuring that appropriateinfrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures andconstraints.The directors are of the opinion, based on the information and explanations given by management, that the system ofinternal control provides reasonable assurance that the financial records may be relied on for the preparation of theunaudited consolidated interim financial statements. However, any system of internal financial control can provide onlyreasonable, and not absolute, assurance against material misstatement or loss.The directors have reviewed the group’s cash flow forecast for the period to 31 August 2019 and, in light of this review andthe current financial position, they are satisfied that the group has or had access to adequate resources to continue inoperational existence for the foreseeable future.The unaudited consolidated interim financial statements set out on pages 7 to 38, which have been prepared on the goingconcern basis, were approved by the board of directors on 12 November 2018 and were signed on their behalf by:Approval of financial statementsDirector Director
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Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Directors' ReportThe directors have pleasure in submitting their report on the unaudited consolidated interim financial statements ofHeartwood Properties Limited and its subsidiaries and the group for the period ended 31 August 2018.1. Nature of businessHeartwood Properties Limited and its subsidiaries is an investment entity incorporated in South Africa with interests inthe Property holding industry. The company does not trade, and all of its activities are undertaken through its principalsubsidiaries, associates and joint arrangements. The group operates in South Africa.There have been no material changes to the nature of the group's business from the prior period.2. Review of financial results and activitiesThe consolidated unaudited consolidated interim financial statements have been prepared in accordance withInternational Financial Reporting Standards and the requirements of the Companies Act 71 of 2008. The accountingpolicies have been applied consistently compared to the prior period, except for the adoption of new or revisedaccounting standards as set out in note 1.Full details of the financial position, results of operations and cash flows of the group are set out in these consolidatedunaudited consolidated interim financial statements.3. Share capital 2018 2018Authorised Number of shares400 000 000 Ordinary no par value shares 400,000,000 400,000,0002018 2018 2018 2018Issued R R Number of shares104 744 460 Ordinary no par value shares 61,967,185 59,000,003 104,744,460 100,000,005Refer to note 14 of the consolidated unaudited consolidated interim financial statements for detail of the movement inauthorised and issued share capital.4. Control over unissued sharesThe unissued ordinary shares are the subject of a general authority granted to the directors in terms of section 38 of theCompanies Act 71 of 2008. As this general authority remains valid only until the next AGM, the shareholders will beasked at that meeting to consider an ordinary resolution placing the said unissued ordinary shares, up to a maximum of-% of the company's issued share capital, under the control of the directors until the next AGM.5. DividendsThe company's dividend policy is to consider an interim and a final dividend in respect of each financial period. At itsdiscretion, the board of directors may consider a special dividend, where appropriate. Depending on the perceived needto retain funds for expansion or operating purposes, the board of directors may pass on the payment of dividends.Given the current state of the global economic environment, the board of directors believes that it would be moreappropriate for the group to conserve cash and maintain adequate debt headroom to ensure that the group is bestplaced to withstand any prolonged adverse economic conditions. Therefore the board of directors has resolved not todeclare a dividend for the financial period ended 31 August 2018.The board of directors do not recommend the declaration of a dividend for the period.4



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Directors' Report6. DirectorateThe directors in office at the date of this report are as follows:Directors Office Designation Nationality ChangesLJ Whall Chief Executive Officer ExecutiveJ Dumas Financial Director ExecutiveJH Scher Chairperson Non-executiveMR Evans Director Non-executiveAG Utterson Director Non-executiveB Seeff Director Non-executive Appointed 28 August 20187. Directors' interests in sharesAs at 31 August 2018, the directors of the company held direct and indirect beneficial interests in 86% (2018: 72%) of itsissued ordinary shares, as set out below. Interests in sharesDirectors August 2018Indirect February 2018IndirectLJ Whall 40,230,329 40,230,329MR Evans 5,987,015 5,987,015AG Utterson 25,649,769 25,649,769B Seeff 18,624,669 -90,491,782 71,867,113The register of interests of directors and others in shares of the company is available to the shareholders on request.8. Directors' interests in contractsThe head office of the company is being leased from the Whall Property Group Proprietary Limited of which LJ Whall is ashareholder and director.9. Events after the reporting periodThe directors are not aware of any material event which occurred after the reporting date and up to the date of thisreport.10. Going concernThe directors believe that the group has adequate financial resources to continue in operation for the foreseeablefuture and accordingly the consolidated unaudited consolidated interim financial statements have been prepared on agoing concern basis. The directors have satisfied themselves that the group is in a sound financial position and that ithas access to sufficient borrowing facilities to meet its foreseeable cash requirements. The directors are not aware ofany new material changes that may adversely impact the group. The directors are also not aware of any material non-compliance with statutory or regulatory requirements or of any pending changes to legislation which may affect thegroup.11. AuditorsPKF Octagon continued in office as auditors for the company and its subsidiaries for 2018.5



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Directors' Report12. SecretaryThe company secretary is ER Goodman Secretarial Services Proprietary Limited.13. Date of authorisation for issue of financial statementsThe consolidated unaudited consolidated interim financial statements have been authorised for issue by the directorson 12 November 2018. No authority was given to anyone to amend the unaudited consolidated interim financialstatements after the date of issue.
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Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Statement of Financial Position as at 31 August 2018 Group Company31 August 28 February 31 August 28 FebruaryFigures in Rand Notes 2018 2018 2018 2018Unaudited Restated * Unaudited Restated *AssetsNon-Current AssetsProperty, plant and equipment 4 2,345,817 2,635,916 - -Investment property 5 127,156,314 121,252,817 - -Investments in subsidiaries 7 - - 59,000,003 59,000,003Loans to group companies 8 - - 2,967,182 -129,502,131 123,888,733 61,967,185 59,000,003Current AssetsTrade and other receivables 12 2,021,679 1,139,946 - -Other financial assets 9 105,174 105,174 - -Operating lease asset 10 4,737,169 3,557,802 - -Current tax receivable 123,535 607,715 - -Cash and cash equivalents 13 5,166,740 5,519,048 1,023 -12,154,297 10,929,685 1,023 -Total Assets 141,656,428 134,818,418 61,968,208 59,000,003Equity and LiabilitiesEquityEquity Attributable to Equity Holders of ParentShare capital 14 61,967,185 59,000,003 61,967,185 59,000,003Retained income 6,955,029 6,354,595 23 -68,922,214 65,354,598 61,967,208 59,000,003Non-controlling interest 797,135 737,708 - -69,719,349 66,092,306 61,967,208 59,000,003LiabilitiesNon-Current LiabilitiesOther financial liabilities 15 55,738,371 52,068,205 - -Deferred tax 11 10,088,629 9,691,583 - -65,827,000 61,759,788 - -Current LiabilitiesTrade and other payables 16 3,186,274 1,459,978 1,000 -Other financial liabilities 15 2,914,238 5,506,346 - -Bank overdraft 13 9,567 - - -6,110,079 6,966,324 1,000 -Total Liabilities 71,937,079 68,726,112 1,000 -Total Equity and Liabilities 141,656,428 134,818,418 61,968,208 59,000,003* See Note  7



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Statement of Profit or Loss and Other Comprehensive IncomeGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand Note(s) 2018 2018 2018 2018Unaudited Restated * Unaudited Restated *Revenue 17 6,749,008 3,696,630 - -Net property operating expenses 18 (783,826) (97,353) - -Other operating gains (losses) 19 - 2,526,991 - -Other operating expenses (2,490,479) (454,846) - -Gain on bargain purchase - 2,064,348 - -Operating profit 20 3,474,703 7,735,770 - -Investment income 22 151,461 27,360 23 -Finance costs 23 (2,569,257) (333,403) - -Profit before taxation 1,056,907 7,429,727 23 -Taxation 24 (397,046) (783,585) - -Profit for the period 659,861 6,646,142 23 -Other comprehensive income - - - -Total comprehensive income for the period 659,861 6,646,142 23 -Profit attributable to:Owners of the parent 600,434 6,354,595 23 -Non-controlling interest 59,427 291,547 - -659,861 6,646,142 23 -Total comprehensive income attributable to:Owners of the parent 600,434 6,354,595 23 -Non-controlling interest 59,427 291,547 - -659,861 6,646,142 23 -
* See Note  8



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Statement of Changes in EquityFigures in Rand Share capital Retainedincome Totalattributable toequity holdersof the group /company Non-controllinginterest Total equityGroupProfit for the period - 6,354,595 6,354,595 291,547 6,646,142Other comprehensive income - - - - -Issue of shares 59,000,003 - 59,000,003 446,161 59,446,164Unaudited Balance at 01 March 2018 59,000,003 6,354,595 65,354,598 737,708 66,092,306Profit for the period - 600,434 600,434 59,427 659,861Other comprehensive income - - - - -Issue of shares 2,967,182 - - - -Unaudited Balance at 31 August 2018 61,967,185 6,955,029 68,922,214 797,135 69,719,349Note 14CompanyIssue of shares 59,000,003 - 59,000,003 - 59,000,003Unaudited Balance at 01 March 2018 59,000,003 - 59,000,003 - 59,000,003Profit for the period - 23 23 - 23Other comprehensive income - - - - -Issue of shares 2,967,182 - 2,967,182 - 2,967,182Unaudited Balance at 31 August 2018 61,967,185 23 61,967,208 - 61,967,208Note 14
* See Note  9



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Statement of Cash Flows Group Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand Notes 2018 2018 2018 2018Unaudited Restated * Unaudited Restated *Cash flows from operating activitiesProfit before taxation 1,056,907 7,429,727 23 -Adjustments for:Depreciation and amortisation 430,094 68,079 - -Interest received (151,461) (27,360) (23) -Finance costs 2,569,257 333,403 - -Fair value gains - (2,526,991) - -Gain on bargain purchase - (2,064,348) - -Movements in operating lease assets and accruals (1,179,367) (2,782,181) - -Minority interest - (123,829) - -Changes in working capital:Trade and other receivables (881,733) (988,650) - -Trade and other payables 1,726,296 1,308,682 1,000 -Cash generated from operations 3,569,993 626,532 1,000 -Interest income 151,461 27,360 23 -Finance costs (2,569,257) (333,403) - -Tax received (paid) 25 484,180 (128,981) - -Net cash from operating activities 1,636,377 191,508 1,023 -Cash flows from investing activitiesPurchase of property, plant and equipment 4 (139,995) - - -Cost capitalised to investment property 5 (5,903,497) (175,219) - -Loans advanced - (2,512) - -Loans advanced to group companies - - (2,967,182) -Net cash from investing activities (6,043,492) (177,731) (2,967,182) -Cash flows from financing activitiesProceeds on share issue 14 2,967,182 - 2,967,182 -Proceeds from other financial liabilities 1,078,058 1,374,022 - -Net cash from financing activities 4,045,240 1,374,022 2,967,182 -* See Note  10



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Statement of Cash Flows Group Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand Note(s) 2018 2018 2018 2018Unaudited Restated * Unaudited Restated *Total cash movement for the period (361,875) 1,387,799 1,023 -Cash at the beginning of the period 5,519,048 4,131,249 - -Total cash at end of the period 13 5,157,173 5,519,048 1,023 -

* See Note  11



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting PoliciesCorporate informationHeartwood Properties Limited and its subsidiaries is a public company incorporated and domiciled in South Africa.The consolidated and separate unaudited consolidated interim financial statements  for the period ended 31 August2018 were authorised for issue in accordance with a resolution of the directors on 12 November 2018.1. Significant accounting policiesThe principal accounting policies applied in the preparation of these  consolidated and separate unaudited consolidatedinterim financial statements are set out below.1.1 Basis of preparationThe consolidated and separate unaudited consolidated interim financial statements  have been prepared on the goingconcern basis in accordance with, and in compliance with, International Financial Reporting Standards ("IFRS") andInternational Financial Reporting Interpretations Committee ("IFRIC") interpretations issued and effective at the time ofpreparing these unaudited consolidated interim financial statements and the Companies Act 71 of 2008 of South Africa,as amended.The unaudited consolidated interim financial statements have been prepared on the historic cost convention, unlessotherwise stated in the accounting policies which follow and incorporate the principal accounting policies set out below.They are presented in Rands, which is the group and company's functional currency.These accounting policies are consistent with the previous period, except for the changes set out in note 2 InternationalFinancial Reporting Standards.1.2 ConsolidationBasis of consolidationThe consolidated unaudited consolidated interim financial statements incorporate the unaudited consolidated interimfinancial statements of the company and all subsidiaries. Subsidiaries are entities (including structured entities) whichare controlled by the group.The group has control of an entity when it is exposed to or has rights to variable returns from involvement with theentity and it has the ability to affect those returns through use its power over the entity.The results of subsidiaries are included in the consolidated unaudited consolidated interim financial statements fromthe effective date of acquisition to the effective date of disposal.Adjustments are made when necessary to the unaudited consolidated interim financial statements of subsidiaries tobring their accounting policies in line with those of the group.All inter-company transactions, balances, and unrealised gains on transactions between group companies are eliminatedin full on consolidation. Unrealised losses are also eliminated unless the transaction provides evidence of an impairmentof the asset transferred.Non-controlling interests in the net assets of consolidated subsidiaries are identified and recognised separately from thegroup's interest therein, and are recognised within equity. Losses of subsidiaries attributable to non-controlling interestsare allocated to the non-controlling interest even if this results in a debit balance being recognised for non-controllinginterest. 12



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.2 Consolidation (continued)Transactions with non-controlling interests that do not result in loss of control are accounted for as equity transactionsand are recognised directly in the Statement of Changes in Equity. The difference between the fair value of consideration paid or received and the movement in non-controlling interestfor such transactions is recognised in equity attributable to the owners of the company.Where a subsidiary is disposed of and a non-controlling shareholding is retained, the remaining investment is measuredto fair value with the adjustment to fair value recognised in profit or loss as part of the gain or loss on disposal of thecontrolling interest. The fair value is the initial carrying amount for the purposes of subsequently accounting for theretained interest as an associate, joint venture or financial asset. In addition, any amounts previously recognised inother comprehensive income in respect of that entity are accounted for as if the group had directly disposed of therelated assets or liabilities. This may mean that amounts previously recognised in other comprehensive income arereclassified to profit or loss.1.3 Significant judgements and sources of estimation uncertaintyThe preparation of unaudited consolidated interim financial statements in conformity with IFRS requires management,from time to time, to make judgements, estimates and assumptions that affect the application of policies and reportedamounts of assets, liabilities, income and expenses. These estimates and associated assumptions are based onexperience and various other factors that are believed to be reasonable under the circumstances. Actual results maydiffer from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions toaccounting estimates are recognised in the period in which the estimates are revised and in any future periods affected.Key sources of estimation uncertaintyThe unaudited consolidated interim financial statements do not include assets or liabilities whose carrying amountswere determined based on estimations for which there is a significant risk of material adjustments in the followingfinancial year as a result of the key estimation assumptions.1.4 Investment propertyInvestment property is recognised as an asset when, and only when, it is probable that the future economic benefitsthat are associated with the investment property will flow to the enterprise, and the cost of the investment propertycan be measured reliably.Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service aproperty. If a replacement part is recognised in the carrying amount of the investment property, the carrying amount ofthe replaced part is derecognised.Fair valueSubsequent to initial measurement investment property is measured at fair value.A gain or loss arising from a change in fair value is included in net profit or loss for the period in which it arises.If the fair value of investment property under construction is not determinable, it is measured at cost until the earlier ofthe date it becomes determinable or construction is complete.13



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.5 Property, plant and equipmentProperty, plant and equipment are tangible assets which the group holds for its own use or for rental to others andwhich are expected to be used for more than one period.An item of property, plant and equipment is recognised as an asset when it is probable that future economic benefitsassociated with the item will flow to the group, and the cost of the item can be measured reliably.Property, plant and equipment is initially measured at cost. Cost includes all of the expenditure which is directlyattributable to the acquisition or construction of the asset, including the capitalisation of borrowing costs on qualifyingassets and adjustments in respect of hedge accounting, where appropriate.Expenditure incurred subsequently for major services, additions to or replacements of parts of property, plant andequipment are capitalised if it is probable that future economic benefits associated with the expenditure will flow to thegroup and the cost can be measured reliably. Day to day servicing costs are included in profit or loss in the period inwhich they are incurred.Depreciation of an asset commences when the asset is available for use as intended by management. Depreciation ischarged to write off the asset's carrying amount over its estimated useful life to its estimated residual value, using amethod that best reflects the pattern in which the asset's economic benefits are consumed by the group. Leased assetsare depreciated in a consistent manner over the shorter of their expected useful lives and the lease term. Depreciationis not charged to an asset if its estimated residual value exceeds or is equal to its carrying amount. Depreciation of anasset ceases at the earlier of the date that the asset is classified as held for sale or derecognised.The useful lives of items of property, plant and equipment have been assessed as follows:Item Depreciation method Average useful lifeOffice equipment Straight line 6 yearsComputer equipment Straight line 3 yearsTenant installations Straight line Lease termThe residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting period. Ifthe expectations differ from previous estimates, the change is accounted for prospectively as a change in accountingestimate.Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of theitem is depreciated separately.The depreciation charge for each period is recognised in profit or loss unless it is included in the carrying amount ofanother asset.Impairment tests are performed on property, plant and equipment when there is an indicator that they may beimpaired. When the carrying amount of an item of property, plant and equipment is assessed to be higher than theestimated recoverable amount, an impairment loss is recognised immediately in profit or loss to bring the carryingamount in line with the recoverable amount.An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits areexpected from its continued use or disposal. Any gain or loss arising from the derecognition of an item of property, plantand equipment, determined as the difference between the net disposal proceeds, if any, and the carrying amount of theitem, is included in profit or loss when the item is derecognised.14



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.6 Financial instrumentsClassificationThe group classifies financial assets and financial liabilities into the following categories:
 Loans and receivables
 Financial liabilities measured at amortised costClassification depends on the purpose for which the financial instruments were obtained / incurred and takes place atinitial recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designatedas at fair value through profit or loss, which shall not be classified out of the fair value through profit or loss category.Initial recognition and measurementFinancial instruments are recognised initially when the group becomes a party to the contractual provisions of theinstruments.The group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financialliability or an equity instrument in accordance with the substance of the contractual arrangement.Financial instruments are measured initially at fair value, except for equity investments for which a fair value is notdeterminable, which are measured at cost and are classified as available-for-sale financial assets.For financial instruments which are not at fair value through profit or loss, transaction costs are included in the initialmeasurement of the instrument.Transaction costs on financial instruments at fair value through profit or loss are recognised in profit or loss.Subsequent measurementFinancial instruments at fair value through profit or loss are subsequently measured at fair value, with gains and lossesarising from changes in fair value being included in profit or loss for the period.Loans and receivables are subsequently measured at amortised cost, using the effective interest method, lessaccumulated impairment losses.Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method.DerecognitionFinancial assets are derecognised when the rights to receive cash flows from the investments have expired or have beentransferred and the group has transferred substantially all risks and rewards of ownership.15



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.6 Financial instruments (continued)Impairment of financial assetsAt each reporting date the group assesses all financial assets, other than those at fair value through profit or loss, todetermine whether there is objective evidence that a financial asset or group of financial assets has been impaired.For amounts due to the group, significant financial difficulties of the debtor, probability that the debtor will enterbankruptcy and default of payments are all considered indicators of impairment.In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of thesecurity below its cost is considered an indicator of impairment. If any such evidence exists for available-for-salefinancial assets, the cumulative loss - measured as the difference between the acquisition cost and current fair value,less any impairment loss on that financial asset previously recognised in profit or loss - is removed from equity as areclassification adjustment to other comprehensive income and recognised in profit or loss.Impairment losses are recognised in profit or loss.Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectivelyto an event occurring after the impairment was recognised, subject to the restriction that the carrying amount of thefinancial asset at the date that the impairment is reversed shall not exceed what the carrying amount would have beenhad the impairment not been recognised.Reversals of impairment losses are recognised in profit or loss except for equity investments classified as available-for-sale.Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at costbecause fair value was not determinable.Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in profitor loss within operating expenses. When such assets are written off, the write off is made against the relevant allowanceaccount. Subsequent recoveries of amounts previously written off are credited against operating expenses.Loans to (from) group companiesThese include loans to and from holding companies, fellow subsidiaries, subsidiaries, joint ventures and associates andare recognised initially at fair value plus direct transaction costs.Loans to group companies are classified as loans and receivables.Loans from group companies are classified as financial liabilities measured at amortised cost.16



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.6 Financial instruments (continued)Trade and other receivablesTrade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised costusing the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised inprofit 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 recognisedis measured as the difference between the asset’s carrying amount and the present value of estimated future cash flowsdiscounted 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 isrecognised in profit or loss within operating expenses. When a trade receivable is uncollectable, it is written off againstthe allowance account for trade receivables. Subsequent recoveries of amounts previously written off are creditedagainst operating expenses in profit or loss.Trade and other receivables are classified as loans and receivables.Trade and other payablesTrade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effectiveinterest rate method.Cash and cash equivalentsCash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investmentsthat are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. Theseare initially and subsequently recorded at fair value.Bank overdraft and borrowingsBank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost,using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and thesettlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the group’saccounting policy for borrowing costs.1.7 TaxCurrent tax assets and liabilitiesCurrent tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid inrespect 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 enactedby the end of the reporting period. 17



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.7 Tax (continued)Deferred tax assets and liabilitiesA deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred taxliability arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction,affects neither accounting profit nor taxable profit (tax loss).A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxableprofit will be available against which the deductible temporary difference can be utilised. A deferred tax asset is notrecognised when it arises from the initial recognition of an asset or liability in a transaction at the time of thetransaction, affects neither accounting profit nor taxable profit (tax loss).A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that itis probable that future taxable profit will be available against which the unused tax losses and unused STC credits can beutilised.Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the assetis realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted bythe end of the reporting period.Tax expensesCurrent and deferred taxes are recognised as income or an expense and included in profit or loss for the period, exceptto the extent that the tax arises from:
 a transaction or event which is recognised, in the same or a different period, to other comprehensive income, or
 a business combination.Current tax and deferred taxes are charged or credited to other comprehensive income if the tax relates to items thatare credited or charged, in the same or a different period, to other comprehensive income.Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that are credited orcharged, in the same or a different period, directly in equity.1.8 LeasesA lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A leaseis classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.Operating leases - lessorOperating lease income is recognised as an income on a straight-line basis over the lease term.Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leasedasset and recognised as an expense over the lease term on the same basis as the lease income.Income for leases is disclosed under revenue in profit or loss.18



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.8 Leases (continued)Operating leases – lesseeOperating lease payments are recognised as an expense on a straight-line basis over the lease term. The differencebetween the amounts recognised as an expense and the contractual payments are recognised as an operating leaseasset. This liability is not discounted.Any contingent rents are expensed in the period they are incurred.1.9 Impairment of assetsThe group assesses at each end of the reporting period whether there is any indication that an asset may be impaired. Ifany such indication exists, the group estimates the recoverable amount of the asset.Irrespective of whether there is any indication of impairment, the group also:
 tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairmentannually by comparing its carrying amount with its recoverable amount. This impairment test is performed duringthe annual period and at the same time every period.
 tests goodwill acquired in a business combination for impairment annually.If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. Ifit is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to which the asset belongs is determined.The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its valuein use.If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to itsrecoverable amount. That reduction is an impairment loss.An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognisedimmediately in profit or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease.An entity assesses at each reporting date whether there is any indication that an impairment loss recognised in priorperiods for assets other than goodwill may no longer exist or may have decreased. If any such indication exists, therecoverable amounts of those assets are estimated.The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment loss does notexceed the carrying amount that would have been determined had no impairment loss been recognised for the asset inprior periods.A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other thangoodwill is recognised immediately in profit or loss. Any reversal of an impairment loss of a revalued asset is treated as arevaluation increase.1.10 Share capital and equityAn equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of itsliabilities.Ordinary shares are recognised at par value and classified as 'share capital' in equity. Any amounts received from theissue of shares in excess of par value is classified as 'share premium' in equity. Dividends are recognised as a liability inthe period in which they are declared. 19



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Accounting Policies1.11 Employee benefitsShort-term employee benefitsThe cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paidvacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period inwhich the service is rendered and are not discounted.The expected cost of compensated absences is recognised as an expense as the employees render services that increasetheir entitlement or, in the case of non-accumulating absences, when the absence occurs.The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal orconstructive obligation to make such payments as a result of past performance.1.12 RevenueContractual rental income comprises gross rental income and fixed operating cost recoveries from the letting ofinvestment properties. Rental income is recognised in profit or loss on a straight-line basis over the term of thelease.Recoveries of costs from lessees, where the entity merely acts as an agent and makes payment of these costson behalf of lessees, are offset against the relevant costs.Interest is recognised, in profit or loss, using the effective interest rate method.1.13 Borrowing costsBorrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset arecapitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount ofborrowing costs eligible for capitalisation is determined as follows:
 Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less anytemporary investment of those borrowings.
 Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose ofobtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred.The capitalisation of borrowing costs commences when:
 expenditures for the asset have occurred;
 borrowing costs have been incurred, and
 activities that are necessary to prepare the asset for its intended use or sale are in progress.Capitalisation is suspended during extended periods in which active development is interrupted.Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use orsale are complete.All other borrowing costs are recognised as an expense in the period in which they are incurred.20



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial Statements2. First-time adoption of International Financial Reporting StandardsThe group has applied IFRS 1, First-time adoption of International Financial Reporting Standards, to provide a startingpoint for the reporting under International Reporting and Accounting Standards. On principle these standards havebeen applied retrospectively and the 2018 comparatives contained in these unaudited consolidated interim financialstatements differ from those published in the audited consolidated financial statements published for the period ended28 February 2018.The date of transition was 1 March 2017 and the effect of the transition was as follows.GroupReconciliation of equity at 28 February 2018 Note As reportedunder IFRS forSME Effects oftransition toIFRS IFRSOperating lease asset - 3,557,802 3,557,802Total assets less total liabilities - 3,557,802 3,557,802Retained earnings 3,042,564 3,312,031 6,354,595Minority interest 491,937 245,771 737,708Total equity 3,534,501 3,557,802 7,092,303Reconciliation of profit (loss) for 2018 Note As reportedunder IFRS forSME Effects oftransition toIFRS IFRSRevenue 17 914,449 2,782,181 3,696,630Gross profit 914,449 2,782,181 3,696,630Bargain purchase gain on acquisition of subsidiaries 6 1,352,900 711,448 2,064,348Net profit 2,267,349 3,493,629 5,760,978NotesIn terms of International Reporting and Accounting Standards (IFRS) income received from operating lease agreementsare recognised on a straight-line basis or, if more representative of the pattern in which benefit from use of theunderlying asset is diminished, another systematic basis. International Reporting and Accounting Standards for Small and Medium-sized Entities (IFRS for SME's) allowsexemption of the straight-lining principle if annual escalations are reflective of expected general inflation. No otherrestatements have been made as the accounting policies previously applied are in alignment with IFRS.21



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial Statements3. New Standards and Interpretations3.1 Standards and interpretations not yet effectiveThe group has chosen not to early adopt the following standards and interpretations, which have been published andare mandatory for the group’s accounting periods beginning on or after 01 September 2018 or later periods:Standard/ Interpretation: Effective date:Years beginning on orafter Expected impact:
 Insurance Contracts 01 January 2021 Unlikely there will be amaterial impact
 Uncertainty over Income Tax Treatments 01 January 2019 Unlikely there will be amaterial impact
 IFRS 16 Leases 01 January 2019 Unlikely there will be amaterial impact4. Property, plant and equipmentGroup 2018 2018Cost orrevaluation Accumulateddepreciation Carrying value Cost orrevaluation Accumulateddepreciation Carrying valueFurniture and fixtures 58,042 (1,679) 56,363 - - -Office equipment 43,254 (1,084) 42,170 - - -Computer equipment 38,699 (3,655) 35,044 - - -Tenant Installations 5,988,418 (3,776,178) 2,212,240 5,988,418 (3,352,502) 2,635,916Total 6,128,413 (3,782,596) 2,345,817 5,988,418 (3,352,502) 2,635,916Reconciliation of property, plant and equipment - Group - August 2018Openingbalance Additions Depreciation TotalFurniture and fixtures - 58,042 (1,679) 56,363Office equipment - 43,254 (1,084) 42,170Computer equipment - 38,699 (3,655) 35,044Tenant Installations 2,635,916 - (423,676) 2,212,2402,635,916 139,995 (430,094) 2,345,817Reconciliation of property, plant and equipment - Group - February 2018 Openingbalance Depreciation TotalTenant Installations 2,703,995 (68,079) 2,635,91622



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 20185. Investment propertyGroup 2018 2018Cost /Valuation Accumulateddepreciation Carrying value Cost /Valuation Accumulateddepreciation Carrying valueInvestment property 127,156,314 - 127,156,314 121,252,817 - 121,252,817Reconciliation of investment property - Group - 2018 Openingbalance Additionsresulting fromcapitalisedsubsequentexpenditure TotalInvestment property 121,252,817 5,903,497 127,156,314Reconciliation of investment property - Group - 2018 Openingbalance Fair valueadjustments TotalInvestment property 118,725,826 2,526,991 121,252,817Pledged as securityCarrying value of assets pledged as security:Unit 1 & 2 - Block A, Willow Wood 58,300,000 58,300,000 - -Block B, Willow Wood 18,590,000 18,600,000 - -Block C, Willow Wood 18,621,630 18,600,000 - -Block D, Willow Wood 4,441,968 4,231,968 - -Erf 643, Lanseria 9,302,716 3,620,849 - -Erf 661, Lanseria 17,900,000 17,900,000 - -23



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 20185. Investment property (continued)Details of propertyUnit 1 & 2, also known as Block A, in thesectional title scheme known as Willow Wood,situated at Erf 84, Chartwell, Extension 10,Registration Division J.Q., Gauteng.  - Purchase price: February 2014 36,176,022 36,176,022 - - - Fair value adjustment - Feb 2017 20,723,978 20,723,978 - - - Fair value adjustment - Feb 2018 1,400,000 1,400,000 - -58,300,000 58,300,000 - -Block B in the development known as WillowWood Office Park, situated at Erf 84, Chartwell,Extension 10, Registration Division J.Q., Gauteng - Purchase price: February 2014 2,464,145 2,464,145 - - - Capitalised expenditure - 2016 10,531 10,531 - - - Capitalised expenditure - 2017 251,295 251,295 - - - Capitalised expenditure - 2018 12,923,728 12,933,728 - - - Fair value adjustment - Feb 2018 2,940,301 2,940,301 - -18,590,000 18,600,000 - -Units 1,2,3 and 4 in Block C, in the sectional titlescheme known as Willow Wood, situated at Erf84, Chartwell, Extension 10, Registration DivisionJ.Q., Gauteng.  - Purchase price: February 2014 10,537,278 10,537,278 - - - Fair value adjustment - Feb 2017 7,762,722 7,762,722 - - - Fair value adjustment - Feb 2018 300,000 300,000 - - - Additions since purchase - Aug 2018 21,630 - - -18,621,630 18,600,000 - -Property under development - Block D in thedevelopment known as Willow Wood OfficePark, situated at Erf 84, Chartwell, Extension 10,Registration Division J.Q., Gauteng. - Purchase price: February 2014 3,473,310 3,473,310 - - - Capitalised expenditure - 2016 6,480 6,480 - -24



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 20185. Investment property (continued) - Capitalised expenditure - Feb 2018 265,488 265,488 - - - Fair value adjustment - Feb 2018 486,690 486,690 - - - Capitalised expenditure - Aug 2018 210,000 - - -4,441,968 4,231,968 - -Erf 643, Lanseria Ext 46, Johannesburg, Gauteng - Purchase price: February 2014 3,201,160 3,201,160 - - - Additions since purchase - Feb 2018 419,689 419,689 - - - Additions since purchase - Aug 2018 5,681,867 - - -9,302,716 3,620,849 - -Erf 661, Lanseria Ext 46, Johannesburg, Gauteng - Purchase price: February 2014 3,036,000 3,036,000 - - - Additions since purchase or valuation 11,647,001 11,647,001 - - - Fair value adjustment - Feb 2017 2,016,999 2,016,999 - - - Fair value adjustment - Feb 2018 1,200,000 1,200,000 - -17,900,000 17,900,000 - -Registers with details of land and buildings are available for inspection by shareholders or their duly authorisedrepresentatives at the registered office of the company.Details of valuationThe effective date of the revaluations was 28 February 2018. Revaluations were performed by an independent valuer, ofMills Fitchet Magnus Penny Proprietary Limited, who is registered with the South African Institute of Valuers. Thevaluers are not connected to the company and have recent experience in location and category of the investmentproperty being valued.The valuation process makes use of the Discounted Cash Flow (DCF) method. Properties are valued by discounting theexpected future net income for a specific period at an appropriate discount rate (or total rate of return) to give thepresent value (PV) of the expected net income cash flow. To this figure, an applicable final discounted residual orreversionary value is added. The net income is determined taking into account the gross income, vacancies and leaseobligations from which all normalised operating expenses are deducted.Amounts recognised in profit and loss for the periodRental income from investment property 6,749,008 3,696,630 - -25



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial Statements6. Movement in investments (incl subs, JVs & Assoc)Fair value of assets acquired Velvet MoonProperties 93ProprietaryLimited and itssubsidiaries FargoforProprietaryLimited TotalInvestment property 60,172,205 61,082,396 121,254,601Other financial assets 13,723 88,943 102,666Tax receivable 478,734 - 478,734Operating lease asset 214,526 561,095 775,621Trade and other receivables 53,498 282,618 336,116Cash 3,439,378 691,871 4,131,249Trade and other payables (284,818) (175,129) (459,947)Other financial liabilities (31,190,460) (25,010,070) (56,200,530)Deferred tax (1,854,966) (7,053,033) (8,907,999)Non controlling interest (446,161) - (446,161)Total net assets acquired 30,595,659 30,468,691 61,064,35030,595,659 30,468,691 61,064,350Consideration paidEquity - 100 000 005 ordinary shares in Heartwood Properties Limited at R0.59 per share 59,000,003Bargain purchase gain - recognised under Profit or loss 2,064,3477. Interests in subsidiaries including consolidated structured entitiesThe following table lists the entities which are controlled directly by the company.CompanyName of company % holding2018 % holding2017 Carryingamount 2018 Carryingamount 2017Fargofor Proprietary Limited %100.00 %100.00 29,237,173 29,237,173Velvet Moon Properties 93 Proprietary Limited %100.00 %100.00 29,762,830 29,762,83059,000,003 59,000,003
26



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 20188. Loans to (from) group companiesSubsidiariesVelvet Moon Properties 93 Proprietary LimitedThe loan is unsecured interest free and has nofixed terms of repayment.The loan originated in the current year as thecompany issued shares to BG Mclintock and GMBaker for the full settlement of the loans owing tothem, by Velvet Moon Properties 93 (Pty) Ltd, asat 23 July 2018, refer note 14. - - 2,967,182 -9. Other financial assetsLoans and receivablesChampagne One Holdings Proprietary LimitedThe loan is unsecured, interest free andrepayable on demand. 88,943 88,943 - -Utter Velvet Proprietary LimitedThe loan is unsecured, interest free andrepayable on demand. 16,231 16,231 - -105,174 105,174 - -Current assetsLoans and receivables 105,174 105,174 - -10. Operating lease asset (accrual)Current assets 4,737,169 3,557,802 - -The leases of the group range between 3 to 10 years, varying in accordance with type, size and profile of the tenant.27



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201811. Deferred taxDeferred tax liabilityDeferred tax assetTax losses available for set off against futuretaxable income 2,388,446 1,897,321 - -Valuation allowance of deferred tax assets (12,477,075) (11,588,904) - -Total deferred tax asset, net of valuationallowance recognised (10,088,629) (9,691,583) - -The deferred tax assets and the deferred tax liability relate to income tax in the same jurisdiction, and the law allows netsettlement. Therefore, they have been offset in the statement of financial position as follows:Deferred tax asset (10,088,629) (9,691,583) - -Reconciliation of deferred tax asset / (liability)At beginning of year (9,691,583) (8,907,998) - -Increases/(decrease) in tax loss available for setoff against future taxable income - gross ofvaluation allowance 491,125 (147,105) - -Deductible temporary difference movementinvestment property at fair value (888,171) (636,480) - -(10,088,629) (9,691,583) - -12. Trade and other receivablesTrade receivables 407,757 380,121 - -Prepayments 193,771 168,525 - -Deposits 155,700 72,600 - -VAT 1,218,495 488,700 - -Other receivables 45,956 30,000 - -2,021,679 1,139,946 - -Split between non-current and current portionsCurrent assets 2,021,679 1,139,946 - -28



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201813. Cash and cash equivalentsCash and cash equivalents consist of:Bank balances 5,166,740 5,519,048 1,023 -Bank overdraft (9,567) - - -5,157,173 5,519,048 1,023 -Current assets 5,166,740 5,519,048 1,023 -Current liabilities (9,567) - - -5,157,173 5,519,048 1,023 -14. Share capitalAuthorised400 000 000 Ordinary no par value shares - - 400,000,000 400,000,000Reconciliation of number of shares issued:Reported as at 01 March 2018 - - 100,000,005 100,000,005Issue of shares – ordinary shares - - 4,744,455 -- - 104,744,460 100,000,005Issued104 744 460 Ordinary no par value shares 61,967,185 59,000,003 61,967,185 59,000,003On 31 August 2018 the company issued shares to BG Mclintock and GM Baker for the full and final settlement of theloan accounts due to them by Velvet Moon Properties 93 Proprietary Limited, refer note 8. The company issued 4 744455  shares at a price of R0.6254 per share, as consideration.
29



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201815. Other financial liabilitiesHeld at amortised costNedbank Limited - 30154061The loan bears interest at prime overdraft rateplus 0.25% and is repayable in monthlyinstallments of R130 060 (interest included). Theloan expires November 2025.Erf 661, Lanseria as described in note 4 has beenpledged as security. The loan is also secured by acession of rental income, the lease agreementand limited suretyships from Abundant MediaProprietary Limited, Montagu CommercialDevelopment Proprietary Limited, R Hendersonand MR Evans. 8,150,469 8,524,923 - -Standard Bank Limited - 000258347The loan bears interest at prime overdraft rateless 0.75% and is repayable in monthlyinstallments of R108 407. The property described as Block A, Willow Wood,refer to note 4 has been pledged as security. 24,245,052 24,881,825 - -Nedbank Limited - 30166370 (VAT Facility)The facility consist of the VAT portion of capitaldrawdowns submitted for the development ofthe property described as Erf 643 Lanseria in note4, which has also been provided as security forthe loan. The facility bears interest at prime overdraft rate,is repayable in full on a monthly basis and expiresMay 2019. 273,313 - - -
30



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201815. Other financial liabilities (continued)Nedbank Limited - 30165626 (Development loan)During the development of the property the loanbears interest at prime overdraft rate, and uponcompletion prime overdraft rate less 0.25% perannum. The loan is secured over theproperty/development described as Erf 643,Lanseria in note 4. Limited sureties have beenprovided by Velvet Moon Properties 93 (Pty) Ltdto the value of R5000 000 and Chirpy Properties(Pty) Ltd to the value of R1000 000.For the first 12 months only interest is repayablein monthly installments, the loan terms expiresMay 2019. 4,746,358 - - -Standard Bank Limited - 000399617The loan bears interest at prime overdraft rateless 0.75% and is secured over the propertydescribed as Block B, Willow Wood (refer note 4).The loan is repayable in monthly installments ofR31 322 (capital), and expires July 2023.Limited guarantees were supplied by MontaguHouse Development CC, RB Henderson and MREvans, BR Seeff, GM Baker and BG Mclintock. 12,472,972 12,248,135 - -Standard Bank Limited - 000428552The loan bears interest at prime overdraft rateless 0.75% and is secured over the propertydescribed as Block C, Willow Wood (refer note 4).The loan is repayable in monthly installments ofR15 094 (capital), and expires November 2021.Limited guarantees were supplied by  MontaguHouse Development CC, RB Henderson and MREvans, BR Seeff, GM Baker and BG Mclintock. 8,764,445 8,952,486 - -BG MclintockThe loan was unsecured, interest free and on 23July 2018 the company issued 2 310 782 ordinaryshares at R0.6254 each in full settlement of theloan, refer note 5. - 1,445,163 - -31



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201815. Other financial liabilities (continued)GM BakerThe loan was unsecured, interest free and on 23July 2018 the company issued 2 433 673 ordinaryshares at R0.6254 each in full settlement of theloan, refer note 5. - 1,522,019 - -58,652,609 57,574,551 - -Non-current liabilitiesAt amortised cost 55,738,371 52,068,205 - -Current liabilitiesAt amortised cost 2,914,238 5,506,346 - -58,652,609 57,574,551 - -16. Trade and other payablesTrade payables 1,135,784 270,206 - -Amounts received in advance 870,287 187,948 - -VAT 183,474 151,296 - -Sundry payables 1,572 64,622 - -Accrued expense : PAYE 30,891 - - -Deposits received 964,266 785,906 - -Other payables - - 1,000 -3,186,274 1,459,978 1,000 -17. RevenueRental income on investment property 5,086,938 838,048 - -Levies and other income on investment property 482,702 76,401 - -Straight-lining accounting adjustment 1,179,368 2,782,181 - -6,749,008 3,696,630 - -32



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201818. Net property operating expensesRates and taxes (419,749) (52,932) - -Municipal expenses: Refuse, sewerage, effluent (335,234) (38,398) - -Electricity (551,164) (79,055) - -Levies (657,587) (100,213) - -Cleaning (1,970) (406) - -Repairs and maintenance (5,000) - - -Other expenses - (750) - -Total property expenses (1,970,704) (271,754) - -Recoveries from tenants 1,186,878 174,401 - -Net propery operating expenses (783,826) (97,353) - -19. Other operating gains (losses)Fair value gains (losses)Investment property - 2,526,991 - -20. Operating profit (loss)Operating profit for the period is stated after charging (crediting) the following, amongst others:Auditor's remuneration - externalAudit fees 234,600 - - -Remuneration, other than to employeesConsulting and professional services 169,914 5,270 - -Secretarial services 20,200 14,460 - -190,114 19,730 - -LeasesOperating lease chargesPremises 46,623 9,553 - -Depreciation and amortisationDepreciation of property, plant and equipment 430,094 68,079 - -OtherOther operating gains (losses) 19 - 2,526,991 - -33



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201821. Depreciation, amortisation and impairment lossesDepreciationProperty, plant and equipment 430,094 68,079 - -22. Investment incomeInterest incomeFrom investments in financial assets:Bank and other cash 151,461 37,417 23 -Other financial assets - (10,057) - -Total interest income 151,461 27,360 23 -23. Finance costsNon-current borrowings 2,566,553 333,175 - -Trade and other payables 349 228 - -Tax authorities 2,355 - - -Total finance costs 2,569,257 333,403 - -24. TaxationMajor components of the tax expenseDeferredOriginating and reversing temporary differences 888,171 636,480 - -Benefit of unrecognised tax loss / tax credit /temporary difference used to reduce deferred taxexpense (491,125) 147,104 - -397,046 783,584 - -25. Tax refunded (paid)Balance at beginning of the period 607,715 478,734 - -Balance at end of the period (123,535) (607,715) - -484,180 (128,981) - -34



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201826. Related parties`RelationshipsSubsidiaries Velvet Moon Properties 93 Proprietary LimitedFargofor Proprietary Limited Subsidiaries of Velvet Moon Properties 93 Proprietary Limited Erf 733 Woodmead Ext. 14 Proprietary LimitedNictokaybee Investments Proprietary LimitedMembers of key management JH ScherMR EvansAG UttersonLJ WhallJ DumasB SeeffRelated party balances - CompanyLoan accounts - Owing (to) by related partiesVelvet Moon Properties Proprietary Limited - - 2,967,182 -Amounts included in Trade receivable (TradePayable) regarding related partiesVelvet Moon Properties 93 Proprietary Limited - - (1,000) -Related party transactionsDirector fees paid to key managementJH Scher 40,002 - - -MR Evans 30,000 - - -AG Utterson 30,000 - - -Compensation to key managementShort-term employee benefits 476,473 302,375 - -27. Comparative figuresThe reporting period is shorter than a year, therefore comparative amounts are not comparable to the current balances.28. Events after the reporting periodThere were no events subsequent to the reporting period that has a significant effect on the interim financialstatements. 35



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Notes to the Unaudited Consolidated Interim Financial StatementsGroup Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand 2018 2018 2018 201829. Directors' emolumentsExecutiveAugust 2018 Emoluments Medical Aidcontributions Retirementannuitycontributions TotalLJ Whall 515,227 25,355 63,750 604,332J Dumas 299,348 - - 299,348814,575 25,355 63,750 903,680February 2018 Emoluments TotalLJ Whall 170,000 170,000J Dumas 132,375 132,375302,375 302,375The director remuneration and fees were paid by the subsidiary companies. Non-executiveAugust 2018 Directors' fees TotalJH Scher 40,002 40,002MR Evans 30,000 30,000AG Utterson 30,000 30,000100,002 100,002
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Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Detailed Income Statement Group Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand Note(s) 2018 2018 2018 2018Unaudited Restated * Unaudited Restated *RevenueRental income on investment property 5,086,938 838,048 - -Levies and other income on investment property 482,702 76,401 - -Straight-lining accounting adjustment 1,179,368 2,782,181 - -17 6,749,008 3,696,630 - -Other operating incomeOther recoveries (783,826) (97,353) - -Gain on bargain purchase in a business combination - 2,064,348 - -18 (783,826) 1,966,995 - -Other operating gains (losses)Fair value gains - 2,526,991 - -Expenses (Refer to page 38) (2,490,479) (454,846) - -Operating profit 20 3,474,703 7,735,770 - -Investment income 22 151,461 27,360 23 -Finance costs 23 (2,569,257) (333,403) - -Profit before taxation 1,056,907 7,429,727 23 -Taxation 24 (397,046) (783,585) - -Profit for the period 659,861 6,646,142 23 -
* See Note  37



Heartwood Properties Limited and its subsidiaries(Registration number 2017/654253/06)Unaudited Consolidated Interim Financial Statements for the period ended 31 August 2018Detailed Income Statement Group Company6 months 1 month 6 months 1 monthended ended ended ended31 August 28 February 31 August 28 FebruaryFigures in Rand Note(s) 2018 2018 2018 2018Unaudited Restated * Unaudited Restated *Other operating expensesAdvertising (13,724) - - -Auditors remuneration - external auditors 20 (234,600) - - -Bank charges (10,528) (787) - -Cleaning - (295) - -Computer expenses (1,445) - - -Consulting and professional fees - accounting (87,915) - - -Consulting fees (73,789) - - -Consulting and professional fees - legal fees (8,210) (5,270) - -Depreciation (430,094) (68,079) - -Employee costs (903,680) - - -Entertainment (5,275) - - -Design fees (14,554) - - -Valuation fees (50,700) - - -Listing costs (307,385) (220,530) - -Small assets (3,291) - - -Public relations consulting fees (20,000) - - -Plant hire (9,349) - - -Office supplies and consumables (5,721) - - -Website design fees (27,670) - - -Fines and penalties (12,008) - - -Lease rentals on operating lease (46,623) (9,553) - -Levies (7,010) 2,024 - -Municipal expenses (4,178) - - -Directors remuneration (100,002) (125,000) - -Postage (3,794) - - -Printing and stationery (5,699) (337) - -Repairs and maintenance (7,561) - - -Secretarial fees (20,200) (14,460) - -Staff welfare (445) - - -Subscriptions (6,233) - - -Telephone and fax (4,420) - - -Training (347) - - -Travel - local (64,029) (12,559) - -(2,490,479) (454,846) - -* See Note  38


