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DISCLAIMER

This Private Placement Memorandum (“PPM”) and atigcAhments to it are provided in connection withd@er
Specialised Capital (Proprietary) Limited, regigta number 2008/003130/07, ("the Company") and dgadQuant
Trust, IT number 2090/2008, (“the Trust) (togettthe Fund”). The Company, the Trust and the Furednat financial
services providers in South Africa and nothinghis tPPM should be construed as constituting theasaing for, or
marketing or advertising of financial services bg Company, the Trust and the Fund in South Africa.

This PPM is not an invitation to purchase debestimethe Company and an interest in the Fund. T$teittution of
this PPM may be restricted by law and personsviritose possession this PPM comes should inform thlgesabout,
and observe such restrictions.

Past performance of the Fund is not necessarilvidegto future performance. The value of, and inednom, an
investment in the Company (which investments ctutstian investment in the Fund) may fall as welliss. Investors
may not be repaid the whole amount they originailsested. An investment in the Company and the Fuay not be
suitable for you. If in doubt, you should seek advirom your stockbroker, attorney, accountant,kbaror other
professional adviser.

Care and diligence have been taken in the commiladf this PPM and any attachments to it. No repridion or
warranty, express or implied, is given by the Conypdts directors, partners, employees, agentseseptatives,
shareholders or advisors or any other person, wihrd to the accuracy or the completeness offieennation in this
PPM and its attachments.

This PPM and any attachments to it constitute dbjednformation about the Company and the Fund aotthing
contained in them should be construed as consigfitny form of investment advice or recommendatiriclance or
proposal of a financial nature in respect of anyebiment in Variable Rate Debentures issued by trapany or any
transaction in relation to the Company and the Fund

This PPM is for the exclusive use of persons towlfiiis addressed and their advisors and is avaifalo information
purposes only to a limited number of specified-ggkected persons with a view to assisting theprext in deciding
whether it wishes to proceed with further invediga This PPM may contain information which is @idential,
private or privileged in nature. If you are not théended recipient or the intended recipient'sismy you may not
peruse, use, disseminate, distribute or copy tRis.Af you are in any doubt as to the action yoaulth take, please
consult your stockbroker, attorney, accountantkbaor other professional advisor immediately.

This PPM is intended for the recipient only aneids publicly available. Please do not distributis fAPM. This PPM
is not a prospectus and is issued pursuant toosetti4(b) of the Companies Act.

INVESTMENTS IN VARIABLE RATE DEBENTURES ISSUED BY HE COMPANY ARE SUBJECT TO A
SINGLE ADDRESSEE ACTING AS PRINCIPAL INVESTING NOHSS THAN R100 000

I, cknoaledge and accept the above terms and conslition

Signed at on this _ day of 20

Signed:

Copy number:
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GENERAL INFORMATION

This PPM is being distributed to the recipient floe sole purpose of assisting the recipient in
deciding whether the recipient wishes to procedtl thie investment opportunity detailed in this
PPM. The investment opportunity entails the actjaisiof Variable Rate Debentures (“VRDs")
in a special purpose vehicle, namely the Compaiityy the subscription proceeds being lent to
the Trust for investment in South African derivatimstruments (collectively “the Fund”) to be
managed by Badger Capital (Proprietary) Limitea (thlanager”). The Manager is registered as
a financial services provider under the Financidvigory and Intermediary Services Act, 2002.

Neither the issue of this PPM nor any of its cotgamonstitutes an offer to sell, or invitation to
purchase or Subscribe for, the business of or hases or debentures in the Company. This PPM
is directed at the recipient only, and is not integh for dissemination to the public and in no way
constitutes an offer of any kind to the public.

This PPM does not purport to be all inclusive orcntain all of the information that a
prospective investor may desire in deciding whettrenot to acquire any VRDs. No liability
whatsoever is accepted by the Company or any stilisidiaries, shareholders or advisors or any
of their respective directors, officers, employeeagents for any direct, indirect or consequential
loss or damage suffered by any person howevemgrigh connection with the contents of, or
omissions from, this PPM. None of the Companyutssidiaries, shareholders or advisors, or any
of their respective directors, officers, agentemployees, give, have given or have any authority
to give, any representation or warranties (expoesmplied) as to the accuracy or completeness
of this PPM or any other written or oral informatimade available to recipients or their advisors
in connection with their investigation of the Compaor the VRDs. In particular, no
representation or warranty is given as to the aehient or reasonableness of future projections,
management targets, estimates, prospects or retiany.

The Manager, the Company and the Trust are nostexgd under the Collective Investment
Schemes Act, 2002 ("CISCA") and the Fund does oostitute a collective investment scheme
as defined under CISCA.

CONFIDENTIALITY

The information contained in this PPM is confidahtind proprietary to the Company, the Trust
and the Fund and is being submitted to the rediiellely for the recipient's confidential use. The
recipient accordingly undertakes to keep the infdiiam contained herein strictly confidential
and shall not, without the prior written permissiointhe Company, release this PPM or discuss
the information contained herein or make reprodustiof all or part of this PPM or use it for any
purpose other than evaluating a potential investimethe VRDs.

REPRESENTATIVES

No person has been authorised to issue any adredis or to give any information, or to make
any representations in connection with the offeriplgcing, subscription or sale of the VRDs
other than those contained in this Investor Memawam and, if issued, given or made, such
advertisement, information or representations mostbe relied upon as having been authorised
by the Company, the Manager, the Trust or the Fidsither the delivery of this PPM nor the
offer, placement, allotment or issue of any of WDs shall under any circumstances create any
implication or constitute a representation thatitifermation given in this PPM is correct as of
any time subsequent to the date hereof.

INTERPRETATION

In this PPM, unless otherwise stated or unlessadnéext indicates otherwise, terms defined in
the Debenture Document will bear the meaning gteethem in that document.
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1.2.

1.3.
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1.3.2

BACKGROUND TO THE COMPANY, THE TRUST AND THE FUND
Fund structure
The Fund is structured in the form of a speciappae vehicle with an underlying trust.

The Company will issue a series of VRDs in the Camypto Investors (the “Investors”),
the proceeds of which will be on lent to the Trustterms of a Loan Agreement. The
Trust will conduct the investment activities in tdaderlying Investments. The Company
and the Investors are beneficiaries of the Trust.

The Fund is managed by the Manager in terms of itewr mandate between the
Manager and the Trust. The Underlying Investmeetd by the Trust will be managed
by the Manager as described fully in section 2.

The opportunity to invest in the Fund is not aualgato the general public. This offer is
subject to a single addressee acting as prinaipabting no less than R100 000.

Structur e of the Company

The Company is funded by a share capital of R1 @& thousand Rand) and by
proceeds arising from the issue of VRDs. The Comipamemorandum and articles of
association prohibit it from assuming any extetmairowings, or encumbering its assets
in any way or in conducting any business other tlealing proceeds arising from the
issue of VRDs to the Trust in pursuance of legitentaading and investment strategies
under the direction of the Manager.

Structureof the Trust

The purpose of the Trust is to acquire asgatie of assets utilising the funds advanced
to it from time to time by the Company so as toegate income and capital growth for
the benefit of the beneficiaries of the Trust, geihe Company and the Investors. All
assets acquired and all liabilities incurred by Tnestees in their capacity as such shall
vest in the Trustees. Assets of the Trust shaikebestered in the name of the Trust or in
the name of a custodian. Loans made by the Comfiarige Trust shall be used to
acquire Underlying Investments and shall not betaréest.

At the end of each Financial Year, the Twitmake two distributions of benefits:

€) The Trust will distribute the interest income o&tRund to the Company as a
vested beneficiary in the interest income of thastr(to the extent that such
interest income exceeds the losses of the Trustrenltiabilities, costs, expenses
and disbursements of the Trust during the releparnbd), and where no interest
or insufficient interest to cover the Permitted Hildies, costs, expenses and
disbursements of the Company is distributed to Gmenpany, the Trust will
distribute to the Company as a vested beneficiargraount which together with
any interest distributed to the Company is equath® Permitted Liabilities,
costs, expenses and disbursements of the Companthdopurposes of the
definition of “Redemption Value”; and

(b) The Trust will distribute to the discretionary béaiaries of the Trust (other than
the Company) the amount (if any) by which the NAl/tlee Fund exceeds the
outstanding amount of Loans made by the Companytht Trust, less
distributions by the Trust to the Company, less thastanding amount of
permitted borrowings of the Trust from parties ottien the Company and less
the liabilities, costs, expenses and disbursemantise Trust, subject always to
appropriate adjustments to the amounts to be patakt Investors to cater for the
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1.3.3

134

1.35

1.3.6

issue of VRDs other than at the beginning of a kir Year (and early
redemptions of VRDs), provided always that the Tl be entitled to create
and retain certain reasonable reserves to ensateitthcash flow and other
requirements are not compromised.

If there is insufficient liquidity in the Tsti or the Underlying Investments cannot be
realised to enable the Trust to repay Loans franQbmpany and declare distributions to
Investors who have redeemed VRDs, the Trust wilkbtitled to borrow the necessary
funds for such liquidity purposes, repayments andistributions on security of the
Underlying Investments and for the account of thund-from a registered financial
institution at the best commercial terms availadohe until Underlying Investments can
be realised to repay such a Loan provided alwaafstiie maximum amount so borrowed
may not exceed in aggregate thirty percent (30%h@fNAV of the Fund at the time of
borrowing.

The discretionary income (other than int@rasid capital growth beneficiaries of the
Trust shall be the Investors. The Trustees shalthe last day of each Financial Year or
within 28 Business Days thereafter, make a didtiobuto the Investors out of any net
income and capital growth (both realised and uised) of the Fund (other than interest
income), subject to the provisions of the Trust tiedautomatic reinvestment election by
the Investors.

Distributions of income (other than interestyl capital growth to Investors will be made
on a pro rata basis to the value of VRDs held leyltivestors subject to the performance
fee (taking into consideration the issue of VRDReotthan at the beginning of the
relevant Financial Year and the early redemptioWRDS).

In the event of redemptions of VRDs priothte Maturity Date, the Trustees may make
an ad hoc distribution to the relevant beneficari® enable the relevant Investor to
participate in the income (other than interest) amgital growth of the Trust for the
period ending on the Redemption Date on the sameijples contained in the Trust with
respect to the annual distribution policy.
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2.2.

2.3.
2.4,

2.5.

2.6.

2.7.

THE FUND
I nvestment objective

The investment objective of the Fund is to achialsolute return on capital growth on
the underlying Investments through the tradinchefihvestments.

I nvestment philosophy

The Investment philosophy involves a strategy iteltides the following activities only:
(a) investment in cash and money market instruments;

(b) investment in JSE listed equities;

(c) trading in futures and options listed on the JSEvdtves division and the JSE
Yield-X, which will be limited to:

a. volatility trading;
b. directional trading; and
c. cross commodity and calendar spread trading.

In managing the Fund, the Manager will make us@uonflamental as well as technical
trading analysis. The Manager makes use of gengato-economic research and uses
technical analysis to help time entry and exitagipons.

Fund strategy
Size of funds and capping strategy

The Manager believes that there is significant edopthe South African market for the
Strategy that the Fund follows and consequenths dux at this stage envisage capping
the size of the Fund.

Resear ch and investment process

The Manager follows a research and investment agprohat it believes will enhance
returns whilst reducing the risk of capital loss.

Differentiation

The Manager has a unique skill set which diffeaes it in the market place. The
Manager has specific skill and experience in tieéd$§ of derivatives, soft commodity
markets, option arbitrage and algorithmic tradirgolr enables the Manager to:

€) value derivatives ;
(b) time investments in derivatives; and
(©) hedge price risk

The Fund will leverage off this blend of investmeapabilities to deliver superior risk
adjusted returns.

Past performance

The Manager has in excessSofears of experience investing in derivative maké&he
various instruments include equity indices, sofhomdities and listed equities.
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2.8.

3.2

3.3.

Investment restrictions

In order to limit exposure to risk the Manager wvalbserve the following investment
restrictions, which will be contained in the Invasnt Mandate of the Fund. Where
applicable, these restrictions will be monitoredeotaily basis. The Fund will only invest
in the instruments as defined in terms of the Itmest Mandate, namely, JSE listed
shares and JSE listed derivative instruments. Hédge Fund has the following specific
risk measurement and control process:

RISK101 will be used to calculate a Value At RiS#®AR) for the Fund.

The VAR concept answers the question: What is theimum expected loss in a
portfolio over a certain period in time and how fident are you in this number?
For example let a portfolio's 10 day VAR at 99% fatence be $1m. This means
that in 10 days from today you can be 99% confideat your portfolio will not
lose more than $1m in value.

There are several accepted methods of calculatiig, ¥he most popular being
Variance Covariance, Monte Carlo Simulation & Higtal Simulation.

VAR determination according to this mandate will based historical simulation by
RISK101 and on a 10 day period at 95% confidence.

Accordingly the Fund manager shall exercise alboeable due diligence and vigilance
in maintaining the Fund exposure within a 15% VARit.

DIRECTORS MANAGEMENT AND ADMINISTRATION
Directors of the Company

The Directors of the company are:

Hendrik Johannes Grobler (Identity number: 690906%5081);
Willem Abraham de Klerk (identity number 7511283085 )
Trustees of the Trust

The Trustees are responsible for the determinaifothe Trust's investment objective
and policy and have overall responsibility for theist’s activities including the review
of investment activity and performance.

The Trustees of the Trust are:

Hendrik Johannes Grobeler (Identity Number: 6908089 081);
Willem Abraham de Klerk (identity number 7511283085 ).
Bruwer Engelbrecht (identity number 8104105261087).
Details of the Manager

The Trust has appointed the Manager in terms ofrthestment Mandate under which
the Manager has been appointed with overall resipitinsfor the management of the
Trust's investments and the provision of variouseotmanagement services to the Trust
subject to the overriding supervision of the Traste

10
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3.4.

3.5.

3.6.

3.7.

3.8.

3.9.

3.10.
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The Manager is registered with the Financial SeviBoard under FSP numi35843.
The Directors and senior executives of the Manager

Hendrik Johannes Grobeler (Identity Number: 6908089 081);

Willem Abraham de Klerk (identity number 7511283085 ).

M anagement fee

The Trust will pay the Manager at the end of eacmtima monthly Management Fee of
1/12" of 1% calculated on the NAV of the Trust at the previousnth opening balance.
The fee will be payable within seven days of trst Business Day of each month.

Per formance Fee

The Manager shall be entitled to receive a Perfonadee. The performance fee will be
calculated on the net monthly return, subject t® dichievement of a new highwater
mark. Should the manager achieve a new highwdtenyianager will charge a fee equal
to 20% of the return above the highwater mark. Tée will be payable within
seven days of the last Business Day of each month.

Administration fee

The Trust will pay for the administration of therfta monthly fee of 1/120f 0.25%
calculated on the NAV of the Trust at the end afhemonth. The fee will be payable
within seven days of the last Business Day of eachth.

Establishment cost

The establishment cost of the Fund will be amodtiaeer three years. The Trust will pay
a monthly charge to pay this expense.

Broker

The Fund has appointed Badger Securities (Propy)etamited as the Derivatives
Broker of the Fund. Sanlam I-trade has been apgias the equity Broker of the fund.

Custodian

Standard Bank through a clearing arrangement wéttigBr Securities acts as custodian
of the Fund's derivative collateral. Equity holdiraye held by Sanlam I-trade in custody.
Cash and money market investments are held byetbeant money market funds.

Administrator

The Fund has appointed CTH Advisory as the Admiaist of the Fund (“CTH

Advisory” or the “Administrator”). The Administrat is responsible for the
administration of the Fund including the calculatand dissemination of the NAV and
the NAV per VRD.

It should be noted that in providing services asdministrator, the Administrator does
not act as a guarantor of the VRDs herein descrildledeover, the Administrator is not
responsible for any trading decisions of the Fualll ¢f which will be made by the

Manager), or the effect of such investment decsimmthe performance of the Fund.

The Administrator provides the Investors with adependent valuation of the Fund's
assets, reporting, administration and secretagiaices.

11
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3.11.

3.12.

The Fund has also appointed CTH Advisory as Regisand Transfer Agent (the
“Registrar”) for the Fund. The services provided ®YH Advisory when acting in its
capacity as Registrar, include the issuance oficpafion contracts relating to the
purchase and redemption of VRDs by Investors; tt@ntanance of a copy of the
Register and the redemption of VRDs; receipt oliesgs for redemption; authorization
of redemption payments; and other services as dgngen by the parties.

I nvestment by the Manager, its associates and affiliates

The Manager, its employees and affiliates williglly invest R3 000 000 in the Fund by
way of subscription for VRDs in the Company. Theestment ensures that the Manager
is focused on the performance of the Fund and iteanterests are aligned with the
Investors’ interests.

The Manager, its employees and affiliates will meeist a significant portion of any
performance based fees received by them into thd.Fu

Reporting to I nvestors
The Manager will provide Investors with the follawi reports:
Transaction advice

This document reflects any transactions made bydthider as well as the indicative unit
price, and NAV of the investment. These are sethi@édnvestors on a monthly basis.

IT3b

This document reflects the interest paid by the Gamy for the year ending the last day
of February. Interest payments are made to Investorthe last day of February of that
year. Investors will receive the IT3b within 14 ddgllowing the Year End Audit.

Fund Accounts and Administration
The Trust and the Company will be audited on aruahbasis by the Auditors.

The Administrator will determine the value of thexdérlying Investments comprising

the Trust in accordance with the provisions of Thest Deed of the Trust and report to
the Company on a monthly basiEhe Manager will report formally to Investors on a
monthly basis in respect of each month.

Equalisation — Series Accounting

Investors will participate only in the growth ofeih specific investments and not in the
growth of the Trust from the beginning of the relev Financial Year if such Investor
subscribed for VRDs after the beginning of the vaig¢ Financial Year. This will be
achieved by the issue of a different series of VRID®ach month. Each such series shall
be allocated a performance participation determinitd reference to the series of the
VRD in question.

Net Asset Value (“NAV”) Calculations

The NAV of the Fund and the VRDs shall be calculaia a monthly basis and reported
by the Administrator. The Trust is audited on anual basis by the Auditors after which
an annual audit certificate validating the NAV ahd distributions to the Company and
the Investors will be prepared and submitted taGbmpany. For the avoidance of doubt,
the NAV shall be net of all liabilities, costs, &xses and disbursements of the Trust.

12
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4.1.

4.2.

4.3.

4.4,

TERMSAND CONDITIONSOF THE VARIABLE RATE DEBENTURES

The terms and conditions of the Variable Rate Delyes (“Terms and Conditions”) are
attached hereto as Annexure A, together with aopnod pricing supplement (the
"Pricing Supplement").

The Pricing Supplement, in relation to each Tranch&¥RDs, supplements the Terms
and Conditions and may specify other terms and itiond that shall, to the extent so
specified or to the extent inconsistent with thEeems and Conditions, replace or modify
the Terms and Conditions for the purpose of suemdie of VRDs.

If there is any conflict or inconsistency betwede fprovisions set out in the Pricing
Supplement and the provisions set out in the TemasConditions, the provisions in the
applicable Pricing Supplement will prevail.

As used herein, “Tranche” means VRDs which aretidahin all respects other than as
set out in this paragraph 4 and the relevant RyiSuapplement.

Form and denomination

The VRDs are in registered form and the certifisag®idencing the VRDs shall be
serially numbered. The VRDs will be issued in demations of R1 per VRD.

Status of VRDs

The VRDs are unconditional, unsubordinated and aurse obligations of the Company
and rankpari passuamong themselves and (save for certain debts resjub be
preferred by law) equally with all other unsecuaedl unsubordinated obligations of the
Company from time to time outstanding. The Companpgrohibited by its articles of
association from conducting any business other tthen lending of the debenture
proceeds to the Trust. Accordingly, the Company wit enter into any agreement
creating obligations other than its obligationsHolders of VRDs and obligations in
respect of reasonably necessary obligations foptiposes of the Company as a special
purpose vehicle. In addition, the Company is boowidto issue any security or enter into
any contract that would rank ahead of the VRDs hretupon a liquidation of the
Company or otherwise.

Title

Subject to the provisions set out below, titlehe ¥RDs will pass upon registration of
transfer in the Register of Holders kept by or ehdif of the Company.

Coupons

Within 14 Business Days of the end of each Findn¢ear of the Company, all the
interest income that has vested in the Companyityevof the Company being a vested
beneficiary of the Trust, less the amount of anysTexpenses attributed to the Company
under section 25B(3) of the Income Tax Act, 1962imttable to such interest income,
less the Permitted Liabilities, costs, expenses disdursements of the Company (as
provided in the definition of “Redemption ValueWill be distributed to the Investors in
the form of Debenture Interest. The coupon attaghinthe VRDs is thus a variable one
and is a function of the quantum of interest incdahs vests in the Company from time
to time, the aforesaid expenses attributed to th@gany, and the Permitted Liabilities,
costs, expenses and disbursements of the Company.

Interest will be declared by the Company to eackestor registered as such at the
relevant point in time by reference to the interiesbme of the Trust received by the

13
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4.5.
4.5.1.

4.5.2.

4.5.3.

Company as a vested beneficiary of the Trust resttoinom the preceding Interest
Payment Date or the series of the VRD in question.

Coupons on VRDs will automatically be reinvestedbatalf of Holders in additional

VRDs on 1 March each year, save in respect of Hsldeho have furnished the
Company with written notice of their election notreinvest coupons by no later than
1 February of the previous Financial Year.

Redemption
At Maturity

The VRDs mature on and, unless redeemed earlidirbeiiredeemed on 28 February
2028 ("Maturity Date") or, if the Maturity Date it a Business Day, then on the next
day which is a Business Day.

Redemption at the Option of the Investors

An Investor may redeem all or a portion of the VRizdd by the investor on the last
Business Day of each calendar month of each yegivinyg not less than 14 days written
notice to the Company ("the Redemption Notice"yequire the Company to redeem at
the Redemption Value all or a portion of the VRD=dhby the Investor concerned,
subject to:

" the Redemption Gate applying (as defined below).

The Company may also at its election limit the amiai any redemption by any investor
by the proportion which llliquid Investments beaitle total value of the Fund.

Any redemption requested between 1 and 12 montlsitl issue may be subject to a
5% discount applied to the Redemption Value, astiie discretion of the Manager.

Redemption Gate

A Redemption Gate will apply if redemption requests received for more than 20% of
the NAV of the Fund as of the Redemption Date Gbenpany may, in its discretion:

" satisfy all such redemption requests, or

" satisfy all such redemption requests in the ordewtich they are received up to
20% of the NAV of the Fund, or

" reduce all redemption requests pro rata so thgt20% of the NAV of the Fund is
redeemed.

A redemption request that is not fully satisfied adsthe intended Redemption Date
because of the foregoing restrictions will be $@isas of the end of the next Month
following such Redemption Date, provided that stestrictions no longer apply. If the

redemption restrictions are still applicable athstime, the balance of the redemption
proceeds shall be paid as of the next succeedimgnpzriod. Redemption requests will
be satisfied in preference to later redemption estpisubject to the foregoing provisions.
The Company may, in its discretion, satisfy suctieraption requests at such earlier
times than as provided for in the preceding semteantd in priority to later requests.

VRDs not redeemed from the Fund by virtue of thedoing restrictions will remain at

risk in the Fund until the effective date of red¢iomp.

The Company may suspend redemption rights, in whoia part, or the calculation of
NAV, when, among other circumstances, there existhe opinion of the Company a
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454.

4.5.5.

state of affairs where disposal of investments iy Fund would not be reasonably
practicable or would be seriously prejudicial te titon-redeeming VRD Holders.

Form of Redemption Notice
Any Redemption Notice shall:

" state the date upon which the Company is requoeddeem the VRD’s specified
in the Redemption Notice, which date must be thst lday of a month
("Redemption Date");

" state the number of VRDs required to be redeemedhbyCompany on the
Redemption Date;

" specify details of the Investors’ bank account tocl an electronic funds transfer
of the redemption funds shall be made; and

" contain an undertaking by the redeeming Investototigje the relevant VRD
certificates with the Company not less than tenifass Days prior to the
Redemption Date (and if the VRD certificates areswlodged, such Redemption
Notice shall be null and void).

Each VRD referred to in a valid Redemption Notibalsbe redeemed by the Company
on the first Business Day after the relevant RedemDate on which the Company
shall pay to the relevant Holder up to 90% of tleel&mnption Value and the balance by
the 2f' day of the month after the month in which the Repiion Date falls (or the
following Business Day if the 2%day is not a Business Day) against delivery on or
before the Redemption Date by such Investor tacCitimpany of the certificates relating
to such VRD for cancellation.

All redemptions shall take place including coupon.
Redemption value

The Redemption Value of each VRD will be determimngith reference to the attributable
portion of the NAV of the Fund as follows:

» jts Subscription Price:

= plus interest income of the Trust received by araed to the Company as a vested
beneficiary of the Trust reckoned from the precgdirierest Payment Date to date of
redemption;

= plus all other income of the Trust including withdimitation all income received by
or accrued to the Trust by virtue of its holdinglalisposal of assets including the
marking to market value of investments;

= less the amount (if any) by which the aggregatecipal value of Loans of debenture
proceeds by the Company to the Trust exceeds thietmanarket value of the Fund
(after the distribution of interest income to then@pany in terms of the Trust Deed
of the Trust) at the relevant point in time, ledisdstributions to the Company in
respect of the Permitted Liabilities, costs, expsnsnd disbursements of the
Company and less all liabilities, costs, expensek disbursements of the Trust (to
the extent that such amount has not already bdem tato account in determining
the distributions that vest in the Company);

» less the amount of any Trust expenses attributébdetcdCompany in respect of such
interest income under the Income Tax Act; and
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4.6.

» less the Permitted Liabilities, costs, expensesdisioursements of the Company to
the extent not otherwise taken into account, attaible proportionately to the VRD
in question.

Reinvestment

Interest accruing to Investors from the Company@ndistributions from the Trust due
to them will be automatically reinvested in additd VRDs with effect from 1 March of

each Financial Year. Investors electing not towesh their interest and/or distributions
must give the Company notice in writing of suchcétn by no later than 1 February of
the immediately preceding Financial Year.

In the event of automatic reinvestment of distiimg the Trust will pay such
distributions to the Company on behalf of the releWRD Holders and the Company
will issue additional VRDs to the value of suchtdizitions and lend such distributions
to the Trust as debenture proceeds. For the awgdahdoubt, the Trust will not be
obliged to realise any of the Underlying Investrnsefor these purposes and the payments
envisaged shall be deemed to have taken place agawe letters of instruction.

On the reinvestment in additional VRDs of interéisé by the Company to the Investors,
the retention of such interest by the Company dtelleemed to be in settlement of the
purchase price of such additional VRDs and the Gomshall lend the amount of such
interest to the Trust to be invested for the beméfihe Beneficiaries.

On the reinvestment in additional VRDs of distribas due by the Trust to the Investors,
the relevant Investors shall be deemed to havedcably instructed the Trust to pay
such distributions to the Company in settlementhefpurchase price of such additional
VRDs and the Company shall lend the amount of distributions to the Trust to be

invested for the benefit of the Beneficiaries.

For the purposes of issuing additional VRDs in teatext of reinvestment of interest
and/or distributions, the amount of such Interext/ar distributions shall be rounded
down to the nearest rand.
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5.2.

5.3.

5.4.

5.5.

RISK FACTORS

While investment in the Fund does offer the potrdf high returns it also involves a
correspondingly high degree of risk and is onlysidered appropriate for sophisticated
or professional Investors who can afford the riskogiated with the Fund. Investment in
the Fund carries a high degree of risk and invesstiould view their investments as
medium to long term. Investors should only investthe Fund if they can sustain a
substantial loss of their investment.

Each potential Investor in the Fund must have endkmpwledge and experience in
financial and business matters to be capable dfiatlag the merits and risks of such an
investment.

Each Investor represents that he satisfies theiseriar In addition, each investor
represents that he read and understands thisisclosure.

In addition, investors must be aware of the poesioinflict of interest existing between
the fund manager and the Badger Securities. Bd8igeurities acts as derivative Broker
for the fund. The fund manager is a significankstholder in Badger Securities and
therefore earns commission on transactions dooeghrBadger Securities.

The risks and characteristics contained in thisedale and outlined immediately
hereunder represent some of the more generalarskgharacteristics prevalent in hedge
fund portfolios The list allow should not be sesreahaustive.

Investment strategies may beinherently risky

Hedge fund strategies may include leverage, stetiihg and short term investments.
These factors expose investors to additional risk.

L ever age usually means higher volatility

Hedge fund managers may use leverage. This meatsthtb hedge fund manager
borrows additional funds, or trades on margin, ideo to amplify his investment

decisions. This means that the volatility of theldee fund portfolio can be many times
that of the underlying investments. The degree hiclvleverage may be employed in
any given hedge fund portfolio will be limited blget mandate the client has with the
manager. The limits laid down by the mandate shbaldarefully reviewed in making an
investment decision.

Short-selling can lead to significant losses

Hedge fund managers may borrow securities in dadsell them short, in the hope that
the price of the underlying instrument will fall. W&re the price of the underlying
instrument rises, the client can be exposed tdfgignt losses, given that the manager is
forced to buy securities (to deliver to the purerasmder the short sale) at high prices

Exchange rates could turn against the fund

A hedge fund manager might invest in currenciesmthan the base currency. The
portfolio is therefore exposed to the risk of thanR strengthening or the foreign
currency weakening.

Other complex investments might be misunder stood

In addition to the above, hedge fund managers niigtest in complex instruments such
as but not limited to futures, forwards, swapsjan® and contracts for difference. Many
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5.7.

5.8.

5.9.

5.10.

5.11.

5.12.

of these will be derivatives, which could increaséatility. Many exotic instruments may
be challenging for the manager to administer antbw@at properly. Investors should
enquire into how these instruments are objectigely independently valued.

The fund may be caught in aliquidity squeeze

Given their often short term nature, hedge fund agars need to be able to disinvest
from or close certain positions quickly and effittig. But market liquidity is not always
stable, and if liquidity were to decrease suddetitg, hedge fund manager might be
unable to disinvest from or close such positiomEdig or at a good price, which may
lead to losses.

The primebroker or custodian may default

Hedge fund managers often have special relationsftip so-called “prime” brokers.

These brokers provide the required leveraging dmatting facilities. Prime brokers
usually require collateral for these facilities, gl collateral is typically provided using
assets of the relevant client, and consequently saltateral might be at risk if the prime
broker were to default in some way. A similar sftoia could occur with the custodian of
the client’s funds.

Regulations could change

Legal, tax and regulatory changes could occur dutine term of the investor's
investment in a hedge fund portfolio that may adehr affect it. The effect of legal, tax
and regulatory change or any future court decisiora hedge fund portfolio could be
substantial and adverse.

Past performance might betheoretical

Hedge fund portfolios are on occasion marketedgufiroretical or paper track records.
Past performance is seldom a reliable indicatoiutfre performance. Theoretical past
performance is often an even less reliable indicatod investors should place a lower
significance on these.

The manager may be conflicted

The hedge fund manager might be managing otherehduaigd portfolios or other
traditional investment funds. The investor shoutdwze that sufficient controls are in
place to manage conflicts between the differentiun

Hedge fund structures ar e often complex

As mentioned above, hedge fund structures are uilyt fegulated and they are often

housed in legal structures not originally meantgooled funds, for example partnerships
and companies. Given the many risks listed abawegsitors need to ensure that any
structure is robust enough to contain unlimitedémss

Manager accountability may be vague

Hedge fund portfolios are often managed by spedaifiividuals and investors should
ensure that sufficient controls are in place fag thmes when the manager is being
covered for by colleagues. In addition, a hedged fgtructure and its managers or
advisors may rely on the trading and/or investirgegtise and experience of third party
managers or advisors, the identity of which may betdisclosed to investors. This
constitutes an additional risk for the investorkjal they must take into account.
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5.15.

5.16.

5.17.

5.18.

6.2.

Fees might be high

Hedge fund structures fees may be significantlyhdigthan the fees charged on
traditional investment funds. Investment shouldrizae only where the potential returns
justify the higher fees.

Fees might be performance-based

Hedge fund manager's fees are usually performaaseéb This means that managers
typically get a higher fee when their portfoliogperform specified performance targets,
which might lead to riskier positions being takdnyvestors need to ensure that
performance fees allow for a fair sharing of bdth ¢ood and the bad.

Transaction cost might be high

Given the often short term nature of investmentitjprss, hedge fund portfolios are often
traded more aggressively. This implies more brokiognmission and charges being paid
from the portfolio, which is ultimately for the ehit's account. Again investments should
be made only where the potential returns make uthéocosts.

Transparency might be low.

A hedge fund manager’s performance is often theltre$ unique proprietary strategies
or contrarian investment positions. For obviousoea, managers will want to keep these
confidential. Managers are therefore less likelgitxlose trades to their investors, and
holdings might be disclosed only in part with angfigant delay.

Dealing and reporting might be infrequent

A hedge fund manager’s performance can often hartisd by irregular cash flows into
or out of the hedge fund structure. For this reabedge fund managers often limit the
frequency of investments and withdrawals. Similathe manager may choose to report
infrequently on performance and other statistiecse$tors should ascertain, prior to
investing, the nature and frequency of reporting.

Withdrawals might not be easy

As mentioned above, the frequency of withdrawalghmibe limited to monthly or
guarterly dates. In addition, the manager may irapustice periods or lock-ins in order
to ensure that he has the necessary time for kisstment positions to deliver their
desired results.

OTHER
Disclosure

The necessary documentation confirming that the iz complies in all respects with
the provisions of paragraph 3(5) of the Commeraber Regulations, has been given by
the Company’s independent Auditors.

Indemnity

None of the Company, the Manager, the Trust, anythefr respective directors,
employees, representatives, shareholders, trusteagents, as the case may be (“the
indemnified parties”), shall be liable to any pdiidy any loss, liability, damage (whether
direct or indirect) or expense of any nature whatavhich any party may suffer or incur,
whether directly or indirectly, arising from or vehi may be attributable to any act or
omission on the part of any of the indemnified jgarin connection with investment in
the Fund as detailed herein, or arising from algiotause whatsoever, unless such loss,
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6.5.

liability, damage or expense is attributable taiétr@r gross negligence on the part of the
indemnified parties.

Notwithstanding anything to the contrary contaihedein:

(@) none of the indemnified parties shall under anguitstances be liable for indirect
or consequential damages or for loss of profitd; an

(b) the maximum liability of all of the indemnified s collectively to each Investor
shall in no event exceed, in aggregate, the fegbslpathe Trust to the Manager
(during the relevant period of time) which are dihg attributable to the Trust's
investments in relation to the VRDs held by suchebtor as at the date that any
such liability arises.

Conflicting articles

Should the articles of association of the Comparang time conflict with the provisions
of this Investor Memorandum, then:

(@) the provisions of this Investor Memorandum shatail; and

(b) any of the Investors shall be entitled, by givirdice in writing to the Company,
to require the Company, which shall then be obligedlo or procure the doing of
all such things as may be necessary to amend tletegarof association of the
Company so that they conform to the provisionsf lnvestor Memorandum.

FICA

The Manager is an accountable institution as défmethe Financial Intelligence Centre
Act No 38 of 2001 (“FICA"), and is therefore bouhyg all the provisions of FICA, and

will ensure compliance thereof. Investors will hate be identified and verified in

accordance with FICA and the Regulations issuedumster.

The Manager reserves the right to request suchnirdfion as is necessary to verify the
identity of an Investor. In the event of delay aildre by a potential investor to produce
any information required for verification purposts Manager may refuse to accept the
application. If any person who is resident in thepBblic of South Africa and who knows
and suspects that (i) the business has receivéd @pout to receive the proceeds of
unlawful activities; or (ii) a transaction or sexief transactions to which the business is a
party facilitated or is likely to facilitate theatmsfer of the proceeds of unlawful activities,
or has no apparent business or lawful purposess @onducted for the purpose of
avoiding giving rise to a reporting duty under FICAr may be relevant to the
investigation of an evasion or attempted evasioa ddity to pay any tax, duty or levy; or
(iii) the business has been used or is about toskd in any way for money laundering
purposes, that person is required to report sudpicgon to the relevant authorities
pursuant to the provisions of FICA dealing with regtiaundering.

The Manager reserves the right to reject an agjwicafor any reason, in whole or in part
in which event the application monies or any bagatteereof will be returned to the
applicant by transfer to the applicant’'s designatedount or by post at the applicant’s
risk.

Issue and transfer taxes

The Investor will be liable for and shall pay tet@ompany, simultaneously with the
subscription amount applicable to the VRDs, angsakevies or stamp duty that may be
payable in respect of the VRDs.
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6.6. Taxation

The Investor will receive interest (at a varialdte) as a VRD Holder and will receive
other income and capital payments (in respect pitalagrowth) as a Beneficiary. The

Investor shall be liable for all taxation on theamts received.

The Company and the Trust will at all times compligh the relevant tax and other

legislation within the different jurisdictions inhich they may at any time operate.

The Company makes no representation, gives no warranty or undertaking, express
or implied and takes no responsibility for the tax treatment of the Investors.
Investors should consult their professional advisors with regard to their tax
positions.

Signed at on 20

for Badger Specialised Capital (Proprietary) Limited,
who warrants that he/she is duly authorised

As Witness

Signed at on 20

for The Client, who warrants that he/she is duly authorised

As Witness
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