B REE

INVESTMENT

Prepared for: Client X
Prepared by: Lombard Barnard

Date: 29/04/2016

P.O. BOX 3603
Durbanville, 7551
South Africa

“Creating wealth.

t+27(0)861 000 712
f+27 (0)866 559 333
www.fairtreeinvest.co.za

2

The genuine, time-tested way.”

Reg. No. 2006/013535/07
VAT Reg. No. 4720217241
FSP No: 12179



Dear Client X

Thank you for the opportunity to present this investment report. Our Team at Fairtree model’s client
assets from a holistic portfolio perspective to accommodate the risk/ return requirements across diverse
life stages. As such, this document will address the following:

a short profile of Fairtree Private Client and Fairtree Invest, accompanied by reasons why we
believe you will benefit from our value added strategies.

an analysis of your current portfolio, followed by

comments and possible recommendations to compliment your long-term expectations.

INTRODUCTION TO FAIRTREE PRIVATE CLIENT & FAIRTREE INVEST

FAIRTREE PRIVATE CLIENT is a registered and authorized Discretionary Financial Services Provider
that offers integrated financial solutions to both the business owner and private client. We have
a phenomenal team that dedicates themselves to:

- Serve clients with honest, competent and professional advice.
- Always act in the best interest of the client.

- Build valued long term relationships with each client.

- Provide exceptional service and loyalty at all times.

Our professional team manages each client’s portfolio with due skill and diligence. We pride
ourselves on being at the forefront of our industry and continuously pioneer for new solutions to
add more value for our clients. Our clients are our greatest asset and therefore we believe they
deserve excellent service and advice at all times.

FAIRTREE INVEST is a subsidiary of Fairtree Capital and has been tasked by Fairtree Private Client
to develop and manage unique retail investment solutions for their high net worth clients. The
team represents an unusual blend of financial planner and fund manager skills. The needs of the
private client are therefore well understood, which allows them to develop and manage bespoke
investment solutions that will provide investors with the best opportunity to meet their
investment objectives. The team has an open and flexible mandate that empowers them to:

- Utilize traditional and bespoke tax efficient investment structures, recognized by well
respected providers such as RMB, Investec, Stanlib, Glacier by Sanlam and Momentum
Wealth and Allan Gray.

- Follow a multi manager approach, blending the skills of various fund managers to ensure
diversification and the mitigation of risk.
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- Blend traditional asset classes and instruments such as direct equities, bonds, property,
cash, ETF’'S, SMART BETA, index trackers and CIS funds with alternative asset classes and
instruments offered by hedge funds.

The team benefits from the robust hedge fund capability that has been created within the
Fairtree group, which allows them to successfully identify suitable managers and to
introduce these unique asset classes to investment portfolios.

B. YOUR CURRENT INVESTMENT PORTFOLIO

1.

SUMMARY OF YOUR INVESTMENT PRODUCT SOLUTIONS
Company & Policy number Contract type Fund Fund value Total
BCI Best Blend Specialist Equity R 64,060.00
BCI Global Flexible R 41,277.00
Coronation Top 20 R 64,955.00
i Foord Equit R 64,222.00
Investec iSelect RA 1 Retirement auy R 499,398.00
Annuities Investec Equity R 65,221.00
Investec Property Equity R 119,115.00
Investec World Wide Eqty FF R 39,966.00
Nedgroup Inv Global Equity FF R 40,582.00
Investec Money Market R 228,583.00
BCI Best Blend Specialist Equity R 10,496.00
BCI Global Flexible R 6,304.00
) Coronation Top 20 R 10,913.00
Investec iSelect RA 2 Retirement Foord Equity R 10,615.00 =R 309,132.00
Annuities
Investec Equity R 10,644.00
Investec Property Equity R 19,084.00
Investec World Wide Eqty FF R 6,291.00
Nedgroup Inv Global Equity FF R 6,202.00
Company X Provident Fund Provident Funds Old Mutual M:Ill'jls—l;/lz;r;agers Inflation R 2,431,763.00 R 2,431,763.00
- (]
Investec GSF Global Strategic Equity R 722,411.00
Glacier International 1 Global Life Plan Investec GSF US Dollar Money R 46,846.00 R 1,390,135.00
Sparinvest SICAV - Global Value R 620,878.00
Investec GSF Sterling Money R 25,094.00
Glacier International 2 Global Life Plan i i R 763,788.00
Ashburton Replica Sterling Asset R 738,694.00
Management
Allan Gray Balanced R 685,700.00
i i Coronation Top 20 R 628,522.00
Investec iSelect Bond 1 Discretionary P R 2,627,536.00
Investments Foord Balanced R 658,513.00
Investec Opportunity R 654,801.00
Fairtree RMB Note Discretionary Fairtree High Growth Class A R 6,369,289.31 = R 6,369,289.31
Investments
Fairtree RMB Note Discretionary Fairtree Select Equity R 2,961,170.46 R 2,961,170.46

Investments

R 17,352,211.77
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2. ASSET ALLOCATION OF YOUR CURRENT INVESTMENT PORTFOLIO

The purpose of the asset allocation analysis is twofold:

- To detect asset class weightings that are inconsistent with the risk/return objectives of
your holistic portfolio.

- To ensure that the application of new capital will compliment the strategic asset
allocation framework of a portfolio that will successfully provide for your investment

objectives.
Retirement Annuities Company X Provident Fund
Foreign Other
Local O;her 0.00% Local Bonds Forei
0.38% 0.25% orelg'n
Foreign Cash Foreign Bonds Properties
g 6.90%

0.04%

Local Equities Foreign Equities
32.25% 21.30%
Local Other
11.10% N
Local Cash "

Foreign Equities

0.89% _\

Local Cash
31.80%

Local Equities
40.20%

Foreign
Properties

0.11% ]

LocaIl7Pr;)7p;rt|es 16.30% 3.70% Local Properties Local Boonds
97% 3.80% 13.00%
Glacier International Portfolio Investec Discretionary Portfolio
: Local Other )
Fore.lgn Fore|g72/Cash, Foreign Foreign Cash 3.51% Foreign ?ther
Properties, 1% ? Bonds, 20% Local Ca 4.05% _\ | 0.10% Local Bonds
— 7.96% 10.39%
\ Foreign Properties_/ e Foreign Bonds
. 0.19% 0.44%
Local Properties
2.90%
Foreign
Equities
_ B 18.97%
Foreign quumes, Local Equities
72% 51.49%
Fairtree RMB Performance Linked Investment Portfolio Asset Allocation of COMBINED Portfolio
) » Diversifier - Soft
Diversifier - Soft Dlvers!ﬂer © Commodities Foreign Bonds
Commodities, g Equity 6.08% 2.61%
Fixed Income  9.52%
10.96% Local Equities, (Credit and SA) ° Local Equities
Diversifier - 31.74% 1275% O\ 32.97%
H 0,
Equity, 17.16% Local other
2.09%
Foreign Cash Equity -
1.59% Directional
Local Cash 8.38%
Fixed | . 3.52%
N - Equity ; - Local Equity - Smart
(Creditand SA), Directional Foreign Properties } Foreign Equities ~a4!tY
0 . ' o Properties Beta
22.98% Equity - Smart 15.10% 1.19% o 16.41%
1.75% 1.14%

Beta, 2.06%

Page 4



2.1

COMMENTS AND RECOMMEDATIONS

Although the asset allocation of your holistic portfolio is well aligned with your growth objectives,
the following concern should be raised: Your portfolio consists of multiply investment products
which are managed by multiple investment managers and may consequently increase the risk of
portfolio inconsistencies in future. It will therefore be wise to appoint a portfolio manager that
are well equipped in both skills and resources to oversee and manage the total portfolio, across
all investment products. This strategy will, amongst other things, ensure that:

- The asset allocation strategy of your portfolio is continuously monitored and seamlessly
re-aligned with your objectives, macro economic demands or any possible changes to
your personal financial circumstances.

- Opportunities are identified and pro-actively and effectively introduced to your portfolio.

- Portfolio building blocks, which incur unnecessary performance drag, can systematically
be identified and dealt with accordingly.

| believe our team has all the necessary attributes to successfully qualify us for this role. We follow
a team methodology when structuring and managing client portfolios which encourages
accountability and sound decision making. We also utilize advance technology and resources to
analyze portfolios and to provide meaningful reporting to clients. Please view attached a portfolio
reportillustration we have created in advance. This reporting capability allows us to actively track,
analyze and manage the scientific data that underpins the progress of your portfolio.

Our team also has strong financial planning expertise which will ensure the optimization of
investment structures, with reference to aspects such as flexibility, cost effectiveness, taxes,
estate consequences etc.

The following portfolio proposals may be considered for immediate implementation:

| propose that the new capital which are immediately available for investment, is allocated as
follows:

FAIRTREE BEST IDEAS GROWTH PORTFOLIO R 2 500 000

The Fairtree Best Ideas Growth Portfolio aims to provide a medium risk growth opportunity, from a
diversified and balanced range of traditional and alternative asset classes. The fund targets an annualized
return of CPI plus 7% over a rolling three year period. This is achieved by blending together a collection of
the best asset allocation and fund selection ideas into a portfolio which invests across a range of traditional
and absolute return hedge fund strategies. A core of diversified hedge fund exposure is blended with
satellite positions in traditional asset classes and frontier markets to produce an enhanced growth return
profile.

FAIRTREE GROWTH MULTI MANAGER PORTFOLIO R 2 500 000
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The Fairtree Growth Multi Manager Portfolio aims to generate stable capital growth from a diversified and
balanced range of traditional and alternative asset classes. The fund targets an annualized return of CPI plus
6% over a rolling three year period. This is achieved by blending together a collection of the best asset
allocation and fund selection ideas into a portfolio which invests across a range of traditional and absolute
return hedge fund strategies. A core of diversified hedge fund exposure is blended with satellite positions
in traditional asset classes and frontier markets to produce an enhanced growth return profile.

(Please view attached portfolio illustrations for more information)

Asset allocation of proposed solutions Asset allocation of the total portfolio after
the introduction of new building blocks

Diversifior - Diversiﬂer'—'Soft Local Bonds, Diversifier'-.Soft oeal Bomde. 2,805
Equity, 2.07% COTTZ;:/tIeS’ 0.79% Diversifier - Equity commodities, cesones S
e - ’ 0, .
|' ’ Local Equities, 7.61% 7.13% Foreign Bonds,
Fixed Income 9.35% . (9R70 | 1.96%
(Credit and SA) 2270 Fixed Income (Credit and SA),
"N 12.38% Local Equities,
12.57% Equity - ) 26.83%
irectional Local other, 1.74% .
Local other, iréctional,
1.46% 29.13% Foreign Cash,
1.94%
Foreign Cash, .
3.36% Local Cash, 3.87%
Foreign Properties,
1.62% Equity -
Local Cash, 5.51% Local P . Directional,
i iti ocal Properties, i i .
Foreign Forellgn quumes, 1 77'?% Foreign Equities, ~ Equity-Smart 13 799
- 0,
Properties, 3.28%ocal Properties, 8.97% 16.55% Beta, 0.94%

2.04%

The introduction of these portfolios will incur a marginal increase of £ 5% in the directional equity
exposure and an increase of +1% to foreign equities. Both these portfolios are available within
the RMB Performance Linked Investment Account (RMB Note) and can be added to the current
RMB Note of which your trust is the holder.

Structured notes are a very nich way of investing. The bank issues a note to investors in return for
investment capital, which is invested in a selection of strategic underlying investment
instruments.The structuring and management of these portfolios is the responsibility of the
portfolio manager (Fairtree). It can consist of a single or diversified blend of instruments such as
CIS, Direct Equities, Alternatives, Index Trackers etc. Traditional and alternative asset classes can
be combined to create unique risk return investment portfolios. The client’s risk tolerance,
objectives and investment horizon determines the criteria for asset blending and structuring.
Structured notes have been developed primarily for longer term growth objectives and therefore
investors should at least have a 3 year investment horizon when investing. Liquidity is limited to
a 2 calander month’s notice period. Because the bank is housing the assets, the investor benefits
from the favorable tax benefits — Capital Gains Tax (CGT) is only payable on redemption of the
investment (note) and banks are exempt from Dividend Withholdong Tax. The rebalancing of
building blocks within the structured note therefore does not qualify as a CGT event. The
structure is flexible and can easily be rebalanced to provide for possible changes to the investor’s
investment objectives and circumstances.
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2.2

These products also offer the following optional rider benefits, subject to a prescribed minimum
of R 1000 000 as well as the pre- approval by the bank’s credit commitee: (Capital guarentees,
optional borrowing and optional leveraging.)

The discretionary investment portfolio in the name of your Trust (Investec) can be structured
together with the rest of the trust’s discretionary portfolio within the current RMB Performance
Linked Investment Account. Although the modification may initially incur possible Capital Gains
Tax (CGT), the portfolio will reep the following long term benefits:

- The portfolio will indirectly benefit from the bank’s Dividend Withholding Tax (DWT)
exemption at a current rate of 15%. The underlying funds of this portfolio has high equity
exposure and therefore high dividend declarations. The DWT exception may easily incur
a cost saving of 0, 5% per annum.

- Any future rebalancing of these funds in your current portfolio will trigger a CGT event.
Within the RMB structure, CGT will only be triggered should you redeem units from the
note itself. Possible CGT implications to the trust are therefore not a hurdle when
rebalancing initiatives are considered.

- The RMB structure allows us to blend alternative instruments with Collective Investment
Scheme (CIS) portfolios such as this, which create portfolios with unique and favorable
risk/return profiles. We have already created portfolios with such characteristics and will
discuss a few of them at our meeting.

A large building block in you investment portfolio resides within the Company X Provident Fund.
The portfolio has life stage characteristics, which de — risks your portfolio in the closing stages to
retirement. This strategy does not compliment your current financial position as well as the long
term strategy of your holistic portfolio.

Fairtree as developed model portfolios which we currently offer to employers through a GROUP
RETIREMENT ANNUITY structure with Investec Asset Management. These portfolios are actively
managed according to a pre determined mandate between the investor (member) and Fairtree.
A structure such as this will certainly be beneficial to your overall portfolio due to the discretionary
capabilities thereof.

With your consent we will appreciate the opportunity to investigate the relevance of such a
structure to you business.

We propose that the Glacier International Portfolio is left unchanged for the time being. We will

assess the relevance thereof in the near future, subject to the approval of a management mandate
that allows us to propose and implement portfolio changes at that point in time.
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CONCLUSION

The illustrative calculations, projections and proposed recommendations are based on the
information provided by you, your retirement fund, accountant, employer and any other product
provider. It is therefore important that you verify the correctness of the data and assumptions.
Should any information not be a true reflection of the detail provided by the above mentioned
role players, please bring it to our attention immediately.

Yours sincerely

A

Lomboard Bawnowd, CFP®

Financial Adviser

Page 8



