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1

INTRODUCTION

This Annual Report has been prepared by Douglas Investments as Manager of Conexis to provide Investors with as
much information as possibie on the investments and performiance of the Fund for the fiscal year ended 28
February 2009.

it is important for Investors to be aware that the structure of the Fund consists of two entities, namely Conexus
Investment Fund Limited ("CIF*) and Conexus Capital Trust ("CCT"). Investors’ Initial commitmment is for shares in CIF
against which funds are drawn down as or when Private Equity investments are placed into CCT.

This report pravides detail on each of the entities and thelr respective investments,

Should Investors require more detail on the structure, please refer to section & of this report
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. INVESTMENTS

2.1 SUMMARY OF CURRENT CIF INVESTMENT PORTFOLIO ON 28 FEBRUARY 2009

Narme Industry % of Shares Cost Market
portfollo Rand value*®
Rand
Listed equity long positions
York Timbers Forest products b.01% 436,987 8,461 050 4,000,891
Sasol il and gas ook 16,200 4268 s 4,082 400
Yo Telacom Telecomm 406l 6,750,000 &, B0, 145 &, DR 000
BHP Billiton Mining . 275 22,300 3,003,120 3,487, 720
Stanclard Bank Finamlal services 3.58% F R b, 7B8, 291 ] 2 R
MTN Telecomm 2.62% 15,000 2,005,122 2,150,000
Metmar Mining 1.59% 419,100 1,795,917 1,299,210
Fre Caonstruction 1.45% 39,843 1,802,009 1,183,337
Grindrod Shipping 1.45% 00,000 1,765,367 1,182,600
Listed preference shares
Grindrod Shipping 1.59% 13,120 1,415,549 1,213,600
Medbank Financial services 1.23% 100,000 1,107,181 1,005,000
imperial Transport & logistics 1.12% 11,000 1,100,000 G133, 000
First Mational Bank Financial services 0.51% 5,000 Loo a1 420,000
Unlisted hedge funds
Peregrine - Big Rock Market neutral 4.49% 11931 1,600,000 3,667, qog
Peragrine - Oakmaont Long [ short Equity 202 AL 1,845 000 2,136 658
Peragrine - Trangullity Long / shont Eguity 23 ole 22,537 2,000,000 LE?!,,E
Unlisted other
Bridging loan - Redsun Ralsine p i 1i, 600,000 14, D06, GO0
Cash and eguivalents 3&_13% éi,l!ﬁ,ﬂén 31, uﬁ,Ea
Total portfolio value 100, 00% 88,649,046 | 81,627 697
Lessaccrued liabilities -151,306
Mat portfolio value 82,476,393 |

* Market value represents the following

- Listed instruments are valued using the closeng prices as reported by the J5E on 28 Febrsary 2009,

« Unlisted hedge funds are valued by an independent sdministrator
- Unlisted others are valued at the underlying cost of the asset plus accrued interest.
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conexus

2.2 MOVEMENT/PERFORMANCE ANALYSIS OF CIF FOR THE YEAR ENDED 28 FEBRUARY 2009

Rand Rand Performance

Opening net asset value at valuation 77,051,183
Capital movements 22,420,601
Mew subscriptions 47,900,743
Fedemptions -1,666,107
Buy backs— for CCT private equity "drawdown”

- Retum of ariginal capital -22,601,647

- Dividend declared and paid -1,1311,388
Capital investad for the year 99,471,784
Weighted capital invested for the year® 91,907, 404,
Add income 5,818,411 G.33%
Dividends 1,114,636 1225
Irterest Py M T & o
Other 15,000 a.o3%s
Investment loases -24,402,971 -26. 50
Realised losses 607,353
Unrealised losses 23,505,620
Gross return for the year -20.22%
Less expenses 1,674,557 «1.82%
Management fees - Basic fees -1,030,000 1.13%
Managemeni fees— Performance fees 216,123 -0,24%
Administration fees -230,8092 0.265%%
General 182,543 -0.20%
Less taxation (Nermal, Deferred, STC, VAT) 2,263,725 2.46%
Closing net asset value at valuation/net return Ba,476,391 -15.58%

* Weighted capital invested has been based on the average cost of invested capital with the assumption that

capital flows ocourned on the 15t day of the manth
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2.3 SUMMARY OF CURRENT CCT PRIVATE EQUITY PORTFOLIO ON 28 FEBRUARY 2009

Marme Industry % of Halding Cost Fair Value* | x Cash
Portfalio B4 Rand Rand
Cost

Unlisted equity
South Point Sccommodation/Property | cha% 11.68% ¥7,533,017 PN LT e ] 161
Magix Integration Technology 11.62% 20,3254 9,115,960 5,144,000 1.00
Lereko Matier Capital Private equity fund 1429% R TS T T 13,168,416 e
Growth Fund
Funds to support Investment portfolic 7.41% 100.00% o et 5. B33, 411 1o
LMCGF commitment
Rowbow Bebt recowverny services & 7u 0.0 54,392 4,515,392 1.00
Poynting Haldings Ltd Technakogy 3.09% p Frn iy T 31,385,575 G.31
Unlisted othar
Cash and equivalents: 1.57%% 1,358,726 1,238,726 100
Portfolio value 100,00% 70,443,525 | 78,679,594 | 12z
Mon vested deficit attributable to beneficiaries 636330
Vested deficit attributable to beneficiaries 434,377
Total capital invested 71,502,991 | 78,679,554 1.18

* Fairvalue represents the Trestee's valuation of the vnderlying assets. Generally myvestrmeents held for less than 12
manths are valued at cost unless there is evidence of a different third party valuation. Valuation bases used are
explained in the individual company reports in section 3,
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2.5 REPORT OF THE MANAGER

241

CONEXUS INVESTMENT FUND LIMITED

Equity Investments

We added to the positions in the following listed equities based on our assessment of their
fundamentals, valuations and long term growth prospects:

= Grindrod

* Sasol

= BHP Billiton

= Yark Timbers
= Vou Telecom
= Wetmar

= Standard Bank

We did nat Introduce any new listed equities ta the portfolio.
The following listed equities in the portfolio were sald:

= Datatec {entire holding) - the decision to sell was due to the expected contraction in IT budgets of
campanies around the globe as a result of the financial crisis and expected deepening of the global
econamic recession. The Manager was concerned that customers with pressures on the capital
structure and balance sheets would shelve or defer capital expenditure plans (IT budgets).

» Simmer & Jack {entire holding) - the company was held as a speculative trading apportunity. The
decision to sell was due to a drop in the uranium price as well as the operational outlook of the company
becoming uncertain,

Cash and near cash investments

We realigned our hedge fund exposure during the year by reducing the overall weighting away from
equity long short in favour of market neutral strategies, This realignment proved positive as market
nevtral funds outperformed equity long short funds during the year under review.

The South Point bridge loan was repaid in December 2008 by converting the loan into permanent
equity. This transaction was recognised as a separate series and cumulatively South Point is the largest
Conexus investment, A further bridge loan was entered into with Redsun Raisins in February 2009 in
anticipation of finalising the investment. The loan was converted into permanent equity in March
2009.

No changes were made to the perpetual preference share portfollo during the year. Dividend yields
benefitted from high interest rates; capital values decreased by 6.43% as a result of the global financ-
ial erises, investors heightened risk aversion and migration to safe haven assets. The STC input credits
were sed to set-off STC payable an buy backs.

Cash and deposits were held at reputable banks with sound balance sheets throughout the year, Call
accounts and term deposits were used to maximise interest earned,
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Pasitioning of the portfolio during the year

The following graph depicts the asset allacation for the year under review:
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Cash (and equivalents) averaged 28% and equities 57% of the portfolio for the first six months of the
year. This contrasts with the secand six months of the year where following a capital raising exercise at
the end of August, cash (and equivalents) were 55% and equities 33%. The cash raised was not invested
in the market but held on deposit and deployed into three private equity transactions, Le. the South
Paint follow on investment In December; Poynting Heldings in September and December; and Redsun
Raisins bridge loan in February, Equity markets lost significant ground to cash (see graph below} as the
global financial cnsis deepened, Investor risk aversion increased and fears of a protracted giobal
recession set in. This Is lllustrated below by the sharp declines for the second half of the year under
review by the major JSE sector index benchmarks.
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Met asset value and performance

The following table (llustrates the reported net asset value per share of CIF as well as the gquarterly
performance and annual performance (compounded gquarterly) for the year under review:

Qtrl Qtr2 Qi3 Qtrd YTD
NAV 1,215 1,156 1,029 86
Performance |  2.44% -5.17% -10.99% -4 18% -17.14%

The performance of CIF is after the provision of all costs (i.e. management fees, brokerage fees,
administration fees, professional fees, etc.) and taxes {i.e, income tax, capital gains tax, 5TC, 57T, etc)
payable,

The NAV of a CIF share decreased by 17.14% (net of all taxes and expenses) for the year under review,
The gross annualised weighted decrease was 20.18% {see movement analysis based on the weighted
average capital methodology). This compares favourably when compared to the equity indices (FTSE

- ISE indices): §
™
-
-l .. | 3
-30% :E

-40% +
-50% %

Subscriptions, redemptions and buy backs

We raised R47.9 mil of new capital during the year. R&0.1 mil was raised via a rights offer to existing
Investors which was concluded in August; R3.5 mil from new Investors and R4.3 mil from the
reinvestment of realised amounts from two private equity transactions (sale of Hillson Drilling and a
capital reduction in Magix).

One Investor decided to redeem his investment during the year for R1.7 mil.

The Manager bought back R23.8 mil of CIF shares during the year as a draw down for the following
private equity investmeants made by CCT:

Poynting Holdings Ltd
South Paint — third follow on investment




The tabie below shows the reconciliation of the capital account for the vear under review:

Subscriptions | Redemptions Balance
Buy Backs
Opening capital 77,051,183
MNew capital raised 47,909,743
Mayy subseriptions 3,500,408
Rights affar 401032086
Reinvestrnent of private equity proceeds £:307, 149
Capital redeamed -1,668,759 | -1,668,759
Capital Buy backs -23,820,383
Poynting Heldings Ltd 750,558
Eouth Paint -15,918, 385
Clesing capital 99, 471,754
Derivatives, gearing and risk

Derivatives in the form of single stock and currency futures were used to a minor extent during the year
to hedge some positions, At year end, CIF had no gearing in place and all risk parameters were within

the investrment mandate as nated in the offer document.

The table below summarises the 55F and CF pasitions implemented during the year under review:

Description Diraction Profit / (Loss)
USD /| ZAR Currency future | Long USD/ Short ZAR 35,408
BHP Bill iton Met short position 206,552
Standard Bank Met long position {181,366)
Satrix 40 Net |ong position 26,263
Total 86,988

Gearing

CIF made use of limited gearing during the year. The only gearing used was as a result of the net short
positions implemented using single stock or currency futures. While we have examined the option of
further gearing facilities, the terms are currently onerous with higher margins, security requirements

and commitment fees now in evidence
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South Point Management Services (Pty) Ltd ("South Point")

Conexus made a follow on investment in South Point in December 2008 of R15.12 mil. The two largest
shareholders, {i.e. the Lereko Metier Capltal Growth Fund and Conexus) followed their rights and
invested a total of R100.24 mil into South Point. South Paint has been a successful investment and is
sufficiently capitalised in the short term to take advantage of the opportunities in the student
accommaodation space,

Redsun Dried Fruit & Nuts (Pty) Ltd ("Redsun”)

Although the Redsun Investment was only closed post year end as a result of the timing of the fulfillm-
ent of the conditions precedent to the deal, it was thought appropriate to update Investors on the
nature and reasons behind the investment and to explain the bridge loan in place at 28 February 2009.
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