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DEFINITIONS AND INTERPRETATIONS

In this offering circular and in the annexures hereto, unless otherwise indicated or unless the context indicates a contrary 
intention, the words in the first column have the meanings stated opposite them in the second column, words in the singular 
include the plural and vice versa, words importing one gender include the other gender and references to a person include 
references to legal persons and vice versa.

“auditors” Deloitte & Touche, the auditors of PrefEx Co and the PrefEx Trust;

“basket” or “basket of securities” a portfolio of preference shares which comprises the number of preference shares 
of each of the constituent companies making up the J251 Index (in the same 
weighting as they are included in the J251 Index, and where efficient, rounded to 
the nearest whole preference share), that can be acquired with an amount of money 
having a Rand value equal to 10 000 times the index level;

“block” 1 000 000 PrefEx Securities;

“business day” a day other than a Saturday, Sunday or official public holiday in South Africa;

"CISCA" means the Collective Investment Schemes Control Act, No. 45 of 2002) or any 
successor Act that may repeal and replace CISCA;

“closing date” the date on which the initial offer or subsequent offers close and, in the case of the 
initial offer, is set out in this offering circular;

“Common Monetary Area” includes South Africa, the Kingdoms of Swaziland and Lesotho and the Republic of 
Namibia;

“Companies Act” the South African Companies Act, No. 71 of 2008, as amended;

“constituent companies” the companies who have issued preference shares that are included in the J251 
index;

"constituent securities" means the preference shares issued by the constituent companies included in the 
J251 index from time to time and held by the PrefEx Trust;

“CSDP” a participant duly accepted by Strate as a Central Securities Depository Participant 
in terms of the SSA Act; 

"delivery condition" means the delivery to the investment advisor of a delivery notice (by hand, by 
facsimile, by registered post or in such other manner as the investment advisor may 
authorise from time to time) in respect of a block of PrefEx Securities, together with 
the statements evidencing the relevant PrefEx Securities in negotiable form;

"delivery date"  means the date of actual receipt of a delivery notice, provided that the delivery 
notice is received during JSE trading hours on a business day. If the delivery notice 
is actually received on a day not being a business day, or after close of JSE trading 
hours on any business day, then the delivery notice shall be deemed to have been 
received on the next business day;
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"delivery notice"  means a written notice (in the prescribed format required by the investment 
manager from time to time), available from the investment manager on request, 
delivered by the investor to the investment manager during JSE trading hours on a 
business day, requiring the company to deliver or procure delivery of a Basket to the 
investor against delivery by that investor of the statements evidencing each Block of 
PrefEx Securities;

“distribution amount” the amount of income, calculated at a particular date, received by, or receivable 
by or accrued to the PrefEx Trust (generally dividends) as published daily by 
the investment advisor and available for distribution to investors pursuant to a 
discretionary award by the trustee and custodian. Any distribution amount awarded 
by the trustee and custodian of the J251 Trust will be paid on a quarterly basis to 
investors as at the last date of registration for the relevant quarter and in accordance 
with the Listings Requirements;

“eligible investor” institutional investors and other entities and persons who fall within the ambit of 
section 96(1) of the Companies Act and includes but is not limited to persons 
whose ordinary business, or part of whose ordinary business, is to deal in securities, 
whether as principals or agents; and

 preferential persons invited by the company to participate in the initial offer, by virtue 
of section 96(1)(b) of the Companies Act, where the total acquisition cost of PrefEx 
Securities for any single addressee acting as principal, is not less than R1 million;

“ETF” or “Exchange Traded Fund” fully funded (unleveraged) securities listed on the JSE that track the performance 
of a specified security or other asset, which include, but are not limited to indices, 
commodities, currencies or any other asset acceptable to the JSE;

“Exchange Control Regulations” the Exchange Control Regulations promulgated in terms of section 9 of the South 
African Currency and Exchanges Act, No. 9 of 1933;

“index level” the level of the J251 index calculated daily by the JSE;

“initial offer” the first offer made to eligible investors in South Africa to subscribe for PrefEx 
Securities, as set out in this offering circular;

“initial offer period” the period during which the initial offer will be open, being 9:00 on the opening date 
until 12:00 on the closing date;

“investment advisor” Grindrod Asset Management Limited (Registration number 2004/024647/07);

“investors” holders of PrefEx Securities;

“in specie subscriptions” applicants for the acquisition of new PrefEx Securities settled ‘in kind’ by the delivery 
of the securities included in the J251 index, of the constituent companies, subject to 
the discretion of the issuer;

“J251 index” or “index” the FTSE / JSE preference share index, an index consisting of preference shares 
issued by constituent companies traded on the JSE and calculated daily by the JSE 
(or such other independent calculation agent appointed by the JSE from time to 
time;
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“JSE” JSE Limited, a public company duly registered and incorporated with limited liability 
under the company laws of South Africa (Registration number 2005/022939/06) and 
licensed as an exchange under the Securities Services Act;

“licensor” the JSE and FTSE;

“Listings Requirements” the Listings Requirements of the JSE;

“management fee” the fees payable by investors as set out in paragraph 3.4;

“market maker” Grindrod Securities trading as a division of the investment advisor;

“NAV” net asset value;

“NAV per PrefEx Security” the NAV attributable to a particular PrefEx Security calculated by dividing the NAV of 
the PrefEx Trust by the number of PrefEx Securities in issue; 

“opening date” the date on which the initial offer/subsequent offer opens and, in the case of the 
initial offer, is set out in this offering circular;

“portfolio”  the securities to be held by the PrefEx Trust in order to hedge the obligations of 
PrefEx Co arising from the issue of PrefEx Securities;

“preference share” securities that pay a dividend to holders before any dividends are paid to ordinary 
shareholders and which take precedence over ordinary shares in claims on a 
company’s assets;

“PrefEx” or “PrefEx Securities” ETF securities, issued by PrefEx Co, the holding of which will provide investors 
with market exposure which replicates as far as possible, the investment returns 
(price and yield performance) that would be achieved by the investor holding the 
constituent securities of the J251 index in their correct weightings;

“PrefEx Co” or “the company”  PrefEx Co Limited (formerly Main Street 952 (Proprietary) Limited) (Registration
or “the issuer” number 2011/138642/06), a public company duly incorporated in accordance with 

the laws of South Africa;

“PrefEx Trust” the J251 Trust (Master’s Reference IT584/2012), a discretionary trust; 

“offering circular” this offering circular including all the annexures;

“public holiday” public holidays in South Africa;

“Rand” or “R” Rand, the legal currency of South Africa;

“ramp up period” the period during which the issuer will procure the acquisition of baskets with cash 
proceeds derived pursuant to the initial offer, subsequent offer/s or subsequent cash 
subscriptions, as the case may be, which in respect of the initial offer or subsequent 
offer/s, shall commence on the day immediately following the closing date and 
ending on a date not more than five business days thereafter and in respect of 
subsequent cash subscriptions, a date not more than five business days following 
receipt of such cash subscriptions, provided that if the ramp up period falls over one 
or more public holidays then the duration of the ramp up period shall be extended 
accordingly;
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“register” the register of PrefEx Securities, which register will be maintained by Strate;

“secondary market” a market in which an investor purchases a security from another investor rather than 
the issuer, subsequent to the initial offer in the primary market;

“securities” shares, stocks and depository receipts in public companies and other equivalent 
equities, notes, derivative instruments, bonds, debentures, participatory interests 
in a collective investment scheme as defined in the Collective Investment Schemes 
Control Act, No. 45 of 2002, and units or any other form of participation in a foreign 
collective investment scheme approved by the Registrar of Collective Investment 
Schemes in terms of section 65 of that Act; units or any other form of participation 
in a collective investment scheme licensed or registered in a foreign country, and 
instruments based on an index;

“SENS” the Securities Exchange News Service of the JSE;

“South Africa” the Republic of South Africa;

“SSA Act” Securities Services Act, No. 36 of 2004;

“Strate” Strate Limited (Registration number 1998/022242/06), a public company duly 
incorporated in accordance with the laws of South Africa, being the entity operating 
the electronic securities settlement and clearing system as implemented by the JSE;

“subscriber” an eligible investor who subscribes for PrefEx Securities in terms of the initial offer;

“subsequent offer” offers made to investors, post the initial offer, to subscribe for further PrefEx 
Securities, as will be communicated at such appropriate time;

“transaction costs” the costs payable by the investor in respect of the transfer of ownership of 
securities, including the JSE’s Insider Trading levy plus any other costs or levies as 
determined by the JSE from time to time, including, but without being limited to any 
other brokerage and other transaction charges;

“trust administrator” the trust administrator of the PrefEx Trust, Maitland Trust Limited (registration 
number 1981/009543/06) appointed by the investment advisor;

“trustee and custodian” the trustee and custodian of the PrefEx Trust, Societe Generale (registration number 
1996/006193/10);

“TPC Act” the Trust Property Control Act, No. 57 of 1988, as amended; and

“website” the PrefEx Co website, the address of which is www.grindrodsecurities.co.za.
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1.  INTRODUCTION

Grindrod Bank Limited, acting through its Capital Markets Division, has undertaken an initiative to list and distribute 
innovative ETF products in South Africa which track various market indices. These ETFs, subject to JSE approval, will be 
listed on the JSE.

This offering circular is issued in respect of PrefEx Securities and covers the specific structure, investment objectives and 
policies of this ETF. 

2. UNDERSTANDING ETFs

2.1 ETFs

ETFs are one of the fastest growing investment vehicles in the world. An ETF is an investment fund whose 
objective is to replicate the performance of a specific index or to comply with a prescribed investment mandate.

ETFs are generally open-ended investment vehicles, the securities of which are listed and traded on exchanges 
like ordinary shares. When you buy an ETF you are purchasing market exposure to the constituent securities of 
the applicable index enabling you to substantially replicate the price and yield performance of that index.

ETFs have a unique creation and redemption process. The ability to continually create or redeem an ETF security 
ensures that an ETF’s market price reflects its underlying NAV.

ETFs enable investors to gain broad exposure to entire stock markets in different countries and specific sectors 
with relative ease, on a real-time basis, and at a lower cost than many other forms of investing.

2.2 The investment objective of ETFs

The investment objective of ETFs is to provide investors with an efficient and easily accessible means by which to 
achieve a return that tracks a specified index. ETFs attempt to place investors in substantially the same position, 
from a capital and income perspective, as if they held the underlying constituents of an index in their correct 
weightings.

2.3 The benefits of investing in ETF securities

2.3.1 Efficient investing

Investing in ETFs represents a more efficient way of tracking an index compared to investing in a basket 
of the individual stocks included in an index. ETFs can serve as a core holding in a multi-asset portfolio, 
providing a level of diversification that would otherwise be time consuming and expensive to attain.

Investing in ETFs can also provide a good alternative to using futures to track indices because futures 
incur roll costs if they are held for any significant period of time. Futures also require cash management 
of the margin which can be time consuming and complicated. ETFs can be bought in small increments 
relative to futures, and do not require any special documentation or accounts.

In addition, ETFs may cover benchmarks for which there are no futures contracts.

An investment in ETFs can be used to implement a variety of investment strategies or simply to equitise 
a cash holding.

2.3.2 Liquidity

As listed instruments, ETFs are bought and sold on the JSE through a JSE broker. To facilitate this, the 
market maker will endeavour to maintain a high degree of liquidity by continuously offering to buy and 
sell ETFs throughout the day.
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2.3.3 Flexibility

After the listing of an ETF on the JSE, an investor will be able to purchase as few as one security on the 
secondary market.

2.3.4 Transparency

The exact composition and NAV of an ETF security is published daily. 

2.3.5 Low cost

Investing in ETFs is an efficient way of gaining diversified financial exposure while avoiding the costs and 
risks associated with active investment management.

2.4 Risks of Investing in ETFs 

2.4.1 Market risk

Potential investors should be aware that ETFs are subject to normal market fluctuations and other risks 
inherent in investing in securities. There is no assurance that the investment objectives of any ETF will 
actually be achieved. An ETF may not be able to exactly replicate the performance of an index due to a 
number of factors including, inter alia:

• the ETF is liable for certain costs and expenses not taken into account in the calculation of the index; 
or

• certain index constituents may become temporarily unavailable.

The value of and the income derived from an ETF’s underlying investment portfolio may rise or fall and 
investors may not recoup the original amount invested in an ETF.

2.4.2 Index risk

Potential investors should note that there is no guarantee that the index tracked by an ETF will continue 
to be calculated in the manner in which it is currently calculated. In addition, the past performance of the 
respective index is not always an indication of future performance.

The issuer of an ETF:

• does not guarantee the accuracy and/or the completeness of the index or any data included in the 
index;

• does not bear any liability for any errors, omissions or interruptions in the index; and

• does not warrant or make any representation as to the results to be obtained by ETFs using the 
respective index.

Due to the fact that indices are created as a measure of securities performance and not for the purpose 
of trading in ETFs, indices may be adjusted by their licensors without regard to the interests of holders 
of ETFs tracking such indices, but solely with a view to the original purpose of the respective indices. 

ETFs are not sponsored, endorsed, sold or promoted by the licensor of the respective index, which 
makes no warranty or representation whatsoever, expressly or implied, either as to the results to be 
obtained from the use of the respective index and/or the figure at which the said index stands at any 
particular time on any particular day or otherwise. The licensor shall not be liable (whether in negligence 
or otherwise) to any person for any error in the index and/or its calculation and shall be under no 
obligation to advise any person of any error therein. The index utilised is a trademark and is used by the 
issuer and investment advisor under license.

2.4.3 Tax risk

The tax treatment of investors in ETFs will vary from country to country and will depend on the tax status 
of the investor in question. Investors should seek their own professional tax advice.

2.4.4 Currency risk

Depending on an investor’s currency of reference, currency fluctuations between an investor’s currency 
of reference and the base currency of the index tracked by an ETF, ETFs may be adversely affected and 
an investment in an ETF may incur losses. 
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2.4.5 Secondary trading risk

ETFs trade on the secondary market (i.e. the market operated by the JSE) through JSE stockbrokers 
at their market value. Securities Transfer Tax is not payable on the purchase of ETFs on the secondary 
market.

ETF securities may trade at a discount or premium to their NAV on the secondary market. However, 
investors may redeem their ETFs from the issuer at the NAV less any applicable fees.

ETFs are listed on the JSE. However, there is no guarantee of their continued listing. Any termination of 
the listing would be subject to the JSE Listings Requirements.

The respective market maker undertakes to maintain a secondary market in ETFs.

2.4.6 Political risk

The performance of an ETF may be affected by changes in economic and market conditions, 
political developments or changes in Government policies, changes in legislation, Exchange Control 
Regulations, regulatory requirements and tax legislation.

3. OVERVIEW OF PREFEX SECURITIES

3.1 Investment objective 

The investment objective of PrefEx Securities is to provide investors with an efficient and easily accessible means 
by which to achieve a return that tracks the price and yield performance of the J251 Index. PrefEx Securities will 
attempt to place an investor in substantially the same position, from a capital and income perspective, as if they 
held the underlying constituents of the J251 index in their correct weightings.

The J251 index may be adjusted from time to time according to the rules of the index which rules may be 
obtained from the JSE (www.jse.co.za). The adjustments may require the removal of a constituent security from 
the index and the replacement thereof with a new constituent security. Adjustments to the portfolio will be made 
in such a way that the portfolio will at all times remain substantially aligned with the J251 index.

PrefEx’s ability to replicate the price performance of the J251 index will be affected by the costs and expenses 
incurred. Costs and expenses incurred may result in the J251 index not being replicated perfectly by PrefEx 
Securities.

PrefEx Co has been granted the exclusive right (with exclusivity limited to 18 months) by the licensor of the J251 
index, to issue ETF securities that track the index. 

3.2 PrefEx Securities to be listed

Approximately 1 000 000 PrefEx Securities to the value of R12 million will be listed on the listing date.

3.3 Investment policy

The aim of PrefEx Securities is, as far as possible, to provide returns linked to the performance of the J251 index 
in terms of both price performance as well as income from the component securities of the index. 

In order to achieve the abovementioned objective, the portfolio will generally be invested in all of the component 
securities of the index in proportion to their weighting in the index and will under normal circumstances be 
invested in 100% of the preference shares comprising the index.

In no event will the portfolio be managed according to the traditional approach of active investment 
management, rather a passive approach will be applied.

The portfolio may hold liquid assets on an ancillary basis comprising no more than 10% of the portfolio in order 
to facilitate the creation or liquidation of PrefEx Securities. 
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The portfolio aims to hold component securities in the index so that the weighting of each security it holds does 
not diverge substantially from the weighting of that component in the index.

The trust will not exercise any voting rights in respect of the portfolio’s securities.

3.4 Management and other fees

Fees applicable to PrefEx Securities are as follows:

• A management fee of 0.2% per annum of the net asset value of the PrefEx Trust, is payable to the investment 
advisor on a quarterly basis in arrears.

• The sole shareholder of PrefEx Co (GFS Holdings Limited) will have a right to 3.25% of the dividend income 
accrued to the PrefEx Trust, which based on an approximate current dividend yield on the index of 6.8%, 
would equate to 0.22% per annum of the net asset value of the PrefEx Trust. 

• Other ad-hoc costs being the costs to be incurred in the administration of the PrefEx Trust (bank charges, 
audit fees, etc) of approximately 0.03% per annum of the net asset value of the PrefEx Trust.

• The Total Expense Ratio (TER) is expected to be approximately 0.45% per annum of the net asset value of the 
PrefEx Trust being the aggregate of the above expected fees expressed as a percentage.

The issuer must give not less than three months’ written notice to investors of any change in the management 
fee or any change in the method of calculation thereof that could result in a change in fees.

An upfront fee not exceeding 0.25% may be charged in connection with the expenditure incurred and 
administration performed in respect of the creation, issue and sale of PrefEx Securities. Such fees will be 
expressed as a percentage of the consideration received from an investor and dependent on the size of the 
investment.

An exit fee not exceeding 0.25% may be charged in connection with the expenditure incurred and administration 
performed in respect of the repurchase of PrefEx Securities. These fees will be expressed as a percentage of the 
proceeds from the sale by the investor of PrefEx Securities. 

The investment advisor may waive some or all of the upfront fees, exit fees and/or management fees charged 
in respect of an investment in PrefEx Securities. Upfront and exit fees are only applicable to creations and 
redemptions of PrefEx Securities and not to purchases or sales of PrefEx Securities on the JSE.

All taxes, duties, administration, transaction and custody charges and brokerage fees will be for the investor’s 
account.

3.5 Preliminary expenses of the initial offer

No preliminary and issue expenses in relation to the initial offer will be incurred by the issuer. All associated fees 
will be borne by the investment advisor and will not be passed on to investors in PrefEx Securities.

3.6 Composition of the J251 index

The J251 index is designed to track the performance of preference shares listed on the JSE. 

The index tracks only floating rate, non-redeemable, non-convertible preference shares. The index consists of  
16 constituent companies weighted by market capitalisation. The index is calculated daily.

The constituents of the index and their respective weightings as at 29 February 2012 was as follows: 
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FTSE/JSE Preference Share Index (J251) – index constituents and weightings

Preference share issuer Weighting (%) 

African Bank Investments 2.35
Absa Bank 15.39
Astrapak 0.48
Capitec Bank Holdings 0.96
Discovery Holdings 3.04
Firstrand 14.87
Grindrod 2.52
Investec Bank 5.15
Investec plc 0.88
Investec Ltd 8.84
Imperial Holdings 1.55
Nedbank 13.64
Network Healthcare CP 2.05
PSG Financial Services 4.26
Standard Bank Group  18.56
Sasfin Holdings 0.60
Steinhoff Investment Holdings 4.85

 100.00

Source: JSE 

The summary above was correct at the time of the compilation of this offering circular. For updated information 
please visit the website (www.grindrodsecurities.co.za).

3.7 Historical performance of the J251 index

The performance of the J251 index (including both price and dividend yield performance) for the period from  
16 July 2008 to 1 March 2012 is graphed below. During this period the J251 index increased at a rate of 10.6% 
p.a. Please note that past performance is not indicative of future performance.

Historical performance of the FTSE/JSE Preference Share Index (J251) (Total return)

 

Source: JSE 
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3.8 Discontinuation of the J251 index

If for any reason the J251 index ceases to exist:

• if there is, in the reasonable opinion of the investment advisor, a successor index composed and weighted 
according to similar criteria as are applied in respect of the J251 index, the portfolio of securities tracked by 
the PrefEx Securities shall be adjusted to track the successor index.

• if there is not, in the reasonable opinion of the investment advisor, an appropriate successor to the index, then 
the PrefEx Securities will be wound up.

3.9 Preference shares as an asset class

Preference shares are defined as securities which provide a specific dividend that is paid before any dividends 
are paid to ordinary shareholders, and which take precedence over ordinary shares in the event of liquidation. 
Preference shares are hybrid securities which have both equity and debt characteristics. Like ordinary shares, 
preference shares represent partial ownership in a company, although preference shareholders do not enjoy any 
of the voting rights of ordinary shareholders. Like bonds, preference shares get a fixed stream of income. 

Preference shares are usually held to deliver the following investment objectives:

• Income: the constituent companies pay a pre-defined dividend yield twice a year. Accordingly these payments 
form the basis for the quarterly distributions of the PrefEx Securities.

• Capital preservation: Preference shares have a low standard deviation relative to many other asset classes.

• Tax efficiency: As the yield paid on preference shares are in the form of a dividend this has certain tax benefits 
for investors as discussed in section 8.

4. THE ISSUE OF PREFEX SECURITIES

4.1 Structure

PrefEx Securities will be issued by PrefEx Co, a company formed specifically for that purpose. The underlying 
portfolio of constituent securities will be held by the PrefEx Trust, an insolvency remote vehicle (ring-fenced and 
debt free). The structure of PrefEx Co and the PrefEx Securities which it will issue, is set out diagrammatically as 
follows:

PrefEx Co 
/  the issuer

Investors

Trust

Trust ’s  assets 
(Portfolio or constituent securities)

Trustee and 
custodian and

Trust 
administrator
Independent trustee and 

custodian and 
administrator of the 

trust.

Investment advisor
Ensures trust buys and sells securities to 

track actual index constituents

Issue of Index Tracking Securit ies

Market Maker
Facilitate liquidity in the 

secondary  market

Discretionary income beneficiary and capital gains beneficiary

Capital 
beneficiary
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4.2 PrefEx Securities

PrefEx Co will issue PrefEx Securities to investors and these PrefEx Securities will be listed on the JSE. Investors 
who hold PrefEx Securities will obtain market exposure to the constituent companies of the J251 index allowing 
the investor to replicate as far as possible the price and yield performance of the index. 

PrefEx Securities will all be identical in all respects. PrefEx Securities are fully paid up and freely transferable. 
PrefEx Securities are all entitled to the same distribution. PrefEx Securities do not qualify as shares issued in the 
capital of the company. PrefEx Securities are:

• for purposes of the Companies Act, non-voting “securities” (being secured “debt instruments” in terms of 
section 43 of the Companies Act), and are not shares;

• for purposes of the Listings Requirements, “specialised securities” (being exchange traded funds or ETFs in 
terms of section 19.47 of the Listings Requirements), and are not “equity instruments” or “equity shares”; and

• for purposes of the SSA, “"instruments based on an index", as contemplated in sub-paragraph (a)(viii) of the 
definition of "securities" in section 1 of the SSA Act.

PrefEx Securities are not "participatory interests in a collective investment scheme as defined 
in CISCA and units or any other form of participation in a foreign collective investment scheme 
approved by the Registrar of Collective Investment Schemes in terms of section 65 of that Act" as 
contemplated under the (a)(vi) section of "securities" contained in section 1 of the SSA Act. 

The investment manager may, however, in the future decide to apply for authorisation under CISCA for the 
arrangement pursuant to which the PrefEx Securities issued, convert into a collective investment scheme. In this 
event, the PrefEx Securities will be classified as participatory interests in a collective investment scheme under 
CISCA.

The PrefEx Trust has been established exclusively to provide PrefEx Co with a means of hedging its contractual 
obligations to investors in terms of PrefEx Securities issued by it ensuring that these obligations are fully covered 
at all times.

The rights attaching to PrefEx securities cannot be modified without the consent of investors.

4.3 Rights attaching to PrefEx Securities

The following rights attach to PrefEx Securities:

4.3.1 the right for the owner thereof to be entered in the securities register of the company as the registered 
holder thereof and to be bound to the terms of the memorandum of incorporation of PrefEx Co;

4.3.2 the right for the registered holder thereof to be entered in the beneficiaries register of the PrefEx Trust as 
a discretionary income beneficiary and a discretionary capital gain beneficiary subject to the terms of the 
PrefEx Trust; and

4.3.3 the right for the registered holder thereof, as set out in 4.4 below to surrender a block of PrefEx 
Securities registered in its name to the company by delivering a delivery notice to the investment 
advisor, and if it does so to receive from the company, in substitution for such block of surrendered 
PrefEx Securities, a basket, as soon as reasonably possible within the 5 (five) Trading Days immediately 
following the applicable delivery date. The investment advisor will also have the discretion to accept 
PrefEx Securities comprising less than a block in exchange for constituent securities that equate in value 
to the value of the PrefEx Securities that are being surrendered or, alternatively, to pay such value in 
cash to the relevant investor. 

4.4 Delivery of blocks in exchange for baskets ("switching out")

4.4.1 Subject to the fulfillment of the delivery condition, the issuer shall, within 5 (five) business days of receipt 
of the delivery notice deliver or procure the delivery to the investor of a basket (including any distribution 
amount that may have accrued in respect of such basket), in respect of each block of PrefEx Securities 
to which the relevant delivery notice relates. Any costs associated with the delivery of a basket shall be 
deducted from the distribution amount accruing in respect of such basket prior to delivery thereof being 
effected.
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4.4.2 The investor will need to surrender to the issuer, or its agent, the statements evidencing all the PrefEx 

Securities in respect of which that investor is issuing a delivery notice, in order that same may be 

cancelled. 

4.4.3 Upon such surrender the issuer will deliver or procure the delivery to the investor of the basket in 

respect of each block of PrefEx Securities to which the relevant delivery notice relates.

4.4.4 Any tax payable in respect of the exercise by an investor of its delivery rights in terms of the PrefEx 

Security shall be for the account of that investor.

4.4.5 The issuer may decide, in its absolute discretion, in lieu of delivery to the investor of a basket, upon 

receipt by the investment advisor of a completed and executed delivery notice relating to a block of 

PrefEx Securities, to pay an amount of cash equal to the combined net asset values of the PrefEx 

Securities comprising the surrendered block to the investor. 

4.4.6 The issuer may also decide, in its absolute discretion, to accept PrefEx Securities from an investor 

comprising less than a block in exchange for the transfer of constituent securities (not comprising a 

basket) that equate in value to the value of the PrefEx Securities that are being surrendered. 

4.4.7 The issuer may further, in its absolute discretion, where it is approached by an investor with PrefEx 

Securities comprising less than a block, decide to accept such PrefEx Securities and, in lieu of the 

transfer of constituent securities, pay to the investor an amount of money that equates in value to the 

value of the PrefEx Securities that are being surrendered.

4.5 Management

4.5.1 The issuer

The issuer of the PrefEx Securities is PrefEx Co. 

The issued share capital of 100 ordinary shares in PrefEx Co is held entirely by GFS Holdings Limited.

PrefEx Co was incorporated specifically for the purpose of issuing PrefEx Securities and has not 

previously traded. 

Details of the directors of the issuer, all of whom are South African, are set out below: 

Full name and 
age

Business address Occupation Executive/Non-
executive

Qualifications 
and experience

Walter Dayson 
Geach (57)

Graduate School of 
Business, University 
of KZN, Westville 
Campus

Senior 
Professor

Non-executive BA, LLB, MCom, 
CTA, CA(SA), FCIS

Ian Michael 
Groves (66)

Building 3, 1st Floor, 
Commerce Square, 
39 Rivonia Road, 
Sandton

Director of 
companies

Non-executive CA(SA)

David Andrew 
Polkinghorne 
(47)

20 Kingsmead 
Boulevard, Kingsmead 
Office Park, Durban

Managing 
Director - 
Grindrod 
Bank and 
Grindrod Asset 
Management

Executive BCom, MA(Oxon)

Mark Logan 
(51)

20 Kingsmead 
Boulevard, Kingsmead 
Office Park, Durban

Head of Asset 
Management – 
Grindrod Asset 
Management

Executive BCom Hons

The names of all companies and partnerships in which each of the directors is or has been a director or 

partner at any time in the previous five years are listed in Annexure 1.
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The directors of the company are appointed for a specific term of office not exceeding 5 years following 

which they will automatically retire. None of the directors of the company will, in his capacity as such, be 

remunerated. None of the directors of the company has any interest in the shares of PrefEx Co. 

In terms of the memorandum of incorporation of PrefEx Co:

• PrefEx Co has been incorporated with the sole objective of issuing PrefEx Securities and may not 

engage in any other business. Furthermore, the duties and powers of directors of PrefEx Co have 

been limited to this effect;

• PrefEx Co’s only liabilities will be those in terms of the PrefEx Securities it issues and these liabilities 

will at all times be fully covered by the portfolio held by the PrefEx Trust; and

• PrefEx Co may not acquire any subsidiaries, engage any employees, or occupy any premises.

The salient provisions of the memorandum of incorporation of PrefEx Co are set out in Annexure 4.

4.5.2 The PrefEx Trust

The PrefEx Trust will enable the issuer to hedge its exposure in terms of the PrefEx Securities that it will 

issue. The PrefEx Trust will, in terms of its trust deed and, in order to meet its obligations to the issuer, 

utilise PrefEx Co’s proceeds from the issue of PrefEx Securities to invest in the portfolio.

The investment objective of the PrefEx Trust is accordingly to manage the portfolio so as to track the 

J251 Index and to match, on any given day, as closely as possible, the issuer’s contingent contractual 

obligations in terms of the PrefEx Securities held by investors. The PrefEx Trust will achieve its objective 

by implementing investment policies such that the PrefEx Trust will only buy securities which are 

included in the J251 index. The PrefEx Trust will only sell securities which are excluded from the J251 

index, or which are required to be sold to ensure that the trust holds securities in the same weighting 

as they are included in the J251 index. The PrefEx Trust shall not buy or sell securities for the purpose 

of making a profit, nor for any purpose other than tracking the J251 index so as to enable it to meet its 

obligations to the company.

The PrefEx Trust shall manage securities held by it to generate income for the benefit of discretionary 

income and capital gains beneficiaries.

The PrefEx Trust will not be managed according to traditional methods of active management which 

involve the buying and selling of securities based on economic, financial and market analysis and 

investing judgement. Instead, the investment objective and style will be the full replication of the J251 

Index for which PrefEx Securities have been issued by the issuer.

The PrefEx Trust has been established exclusively to provide PrefEx Co with a means of hedging its 

contractual obligations to investors in terms of the PrefEx Securities. The relationship between the 

PrefEx Trust and PrefEx Co does not confer any rights on investors. The rights attaching to PrefEx 

Securities are exercisable solely as between the investors and PrefEx Co. Investors will have no rights or 

any vested interest whatsoever in the securities that will be held by the PrefEx Trust.

The salient provisions of the trust deed are set out in Annexure 3.

4.5.3 The investment advisor

The PrefEx Trust has entered into an agreement with the investment advisor, in terms of which the 

investment advisor will monitor changes to the constituents of the J251 Index and execute transactions 

to reflect these changes on behalf of the issuer and the PrefEx Trust. All fees payable to the investment 

advisor shall be paid by the PrefEx Trust on behalf of PrefEx Co.
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4.5.4 The trustee and custodian and trust administrator of the PrefEx Trust

The independent trustee and custodian and trust administrator have been appointed to undertake the 

role of trustee and custodian and to administer the trust in terms of the trust deed of the PrefEx Trust 

and the TPC Act. The trustee and custodian and trust administrator’s roles will encompass, inter alia, 

the protection of investors’ interests, by fulfilling a fiduciary role. 

4.5.5 The market maker

The market maker has been appointed as such in order to encourage and facilitate liquidity in the 

secondary market. This role will entail simultaneously buying and selling PrefEx Securities to enhance 

liquidity and create an active secondary market. 

The market maker undertakes to ensure that a liquid secondary market in PrefEx Securities develops, 

however, the market maker will not guarantee such a market.

4.5.6 Operation

PrefEx Securities are open ended in that there is no limitation on the creation or redemption of new 

PrefEx Securities. 

The investment advisor is obliged to ensure tracking of the J251 index by ensuring that the PrefEx Trust 

purchases and holds the actual securities comprising the index in the correct proportions, to the extent 

possible.

4.5.7 Distribution Policy

The issuer will procure that the PrefEx Trust distributes in full its income to investors quarterly at the 

end of May, August, November and February, or such alternate periods as investors will be advised 

of, Distributions will be paid to investors recorded in the register at the end of each of the respective 

quarters. Investors will be notified in advance of the quarter-end of the relevant dates for the distribution. 

The amount of the distribution will be confirmed following the conclusion of the respective period. 

Capital gains distributions may also be made on an ad hoc basis. Distribution announcements will be 

published on SENS.

4.5.8 Annual Report

Within 6 months of the end of the financial year of both PrefEx Co and the PrefEx Trust, being the end of 

February, the issuer will publish on SENS and its website, a report containing the financial statements of 

both PrefEx Co and the PrefEx Trust. Audited financial statements of PrefEx Co and the PrefEx Trust will 

be made available on request to investors.

4.5.9 Website

Copies of this offering circular and annual reports will be published on the website (www.

grindrodsecurities.co.za). 

The following information will be published on each business day on the website:

• the NAV of the PrefEx Securities;

• the costs applicable to investors;

• the index level for the preceding day;

• the constituents of the J251 Index;

• any change in the composition of the J251 Index; and

• the distributable amount.

The price at which PrefEx Securities trade on the secondary market may be distributed by business 

newspapers daily.
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5. THE INITIAL OFFER

The initial offer is not an invitation to the general public but an offering to eligible investors regarding an investment in 

PrefEx Securities. 

5.1 Conditions of the initial offer

Once submitted, an application is irrevocable.

All subscriptions for PrefEx Securities will be treated as primary market acquisitions and no application forms are 

required. All subscribers for PrefEx Securities must have a valid account with a broking member of the exchange. 

Subscribers that do not have an account with a JSE member can contact any broker registered with the JSE to 

open an account. A list is available on the JSE website (www.jse.co.za). 

5.2 Salient dates

Opening date of the initial offer at 09:00: Monday, 19 March 2012

Closing date of the initial offer at 12:00: Tuesday, 20 March 2012

Ramp up period commences: Thursday, 22 March 2012

Ramp up period ends: Friday, 23 March 2012

Release of announcement on SENS as to the results of the initial offer: Monday, 26 March 2012

Listing date: Wednesday, 28 March 2012

5.3 Participating in the initial offer

To participate in the initial offer, you must contact your broker. Information regarding the subscription procedures 

for each PrefEx Security is detailed in Annexure 3.

5.4 Issue price

The initial issue price of each PrefEx Security will be 1/100th of the J251 Index expressed as a Rand amount.

5.5 Discharging the issue price during the initial offer in cash

The price payable by an investor if he subscribes for PrefEx Securities during the initial offer period may be 

settled by a payment in cash (in Rand).

5.6 Discharging the issue price during the initial offer in specie 

At the discretion of the issuer, the price payable by an investor if he subscribes for PrefEx Securities during the 

initial offer may be settled by the delivery of the securities of the constituent companies of the J251 index

5.7 Minimum subscriptions

PrefEx Securities are open ended and there is no upper limit on the number of PrefEx Securities available for 

subscription. 

In respect of cash subscriptions, the subscription must be made for a minimum amount of R100 000, subject to 

the definition of an ‘eligible investor’. 

Investors will not receive a certificate. PrefEx Securities are issued in dematerialised form only, meaning that 

they are not evidenced by a certificate, but instead are held in electronic form and recorded in a sub-register 

maintained by a CSDP.

5.8 Subsequent offers

Post the initial offer, investors and qualifying institutional investors will be able to subscribe for further PrefEx 

Securities. The process to participate in subsequent offers will be the same as that described for the initial offer. 

The details of subsequent offers will be communicated as relevant and at such applicable time.
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6. VALUATIONS, SUBSCRIPTIONS AND REDEMPTIONS

6.1 Calculation of NAV

NAV will be calculated by the trust administrator. The NAV of each PrefEx Index Security will be expressed in 

Rand. The NAV is calculated by deducting all permissible deductions from the value of the portfolio held by the 

PrefEx Trust (which is determined with reference to the market value of the underlying securities, which takes 

into account both income received by the PrefEx Trust and amounts which investors must pay the issuer on 

the creation of new PrefEx Securities to afford them equal participation in the income which has accrued in the 

portfolio).

The NAV per PrefEx Security is calculated by dividing the NAV of the portfolio by the number of PrefEx Securities 

in issue at the time of the calculation. This information is determined at close of trade on each business day. The 

NAV will be published on the website daily. 

6.2 Trading in PrefEx Securities

Investors wishing to trade in PrefEx Securities should contact their JSE broker who will be able to assist in the 

purchase or sale of PrefEx Securities. 

Grindrod Securities (www.grindrodsecurities.co.za / 031 333 6600) can assist investors wishing to trade in 

PrefEx Securities. A complete list of JSE brokers may be found on the JSE website (www.jse.co.za). 

Investors can also trade PrefEx securities through the specialised ETF platform established by  

etfSA.co.za. The etfSA Investor SchemeTM will transact in PrefEx securities, from as little as R1 000 for 

lump sums or from R300 per month for recurring debit order investments. It will also automatically reinvest 

quarterly dividends on behalf of investors if requested. For multiple transactions, applicable to recurring and 

reinvestment transactions, investors benefit from the “bulking” of transaction and administration costs that 

are offered by the etfSA Investor SchemeTM. Contact details are website: www.etfsa.co.za or Call Centre: 

0861 383 721.

If you wish to subscribe for new PrefEx Securities after the initial offer or you wish to redeem your PrefEx 

Securities, you should contact the investment advisor, details of which are set out on the inside front cover.

6.3 Purchasing PrefEx Securities after the initial offer closes

PrefEx Securities are not closed ended, there is no restriction on the number of PrefEx Securities that may be 

issued. You can acquire additional PrefEx Securities from the issuer or on the secondary market through your 

broker. Once listed, it should be possible to trade the PrefEx Securities at any time during market hours (being 

09:00 until 17:00 in South Africa) on business days given normal trading conditions. 

6.4 Disposal of PrefEx Securities

Investors wishing to sell their PrefEx Securities should contact their broker to facilitate their sale on the JSE. 

PrefEx Securities will be freely tradable, and issued only in dematerialised form. Accordingly, any trades will be 

settled through Strate. Investors may also contact the issuer who will repurchase your PrefEx Securities from 

you. If the issuer effects a repurchase from you, you may elect to receive the consideration in cash or you may 

take delivery of one or more baskets taking into account any upfront or exit fees charged by the investment 

advisor. 

6.5 Process for subscriptions and redemptions

The detailed process for subscriptions and redemptions is detailed in Annexure 4. 

In specie subscriptions will only be accepted at the discretion of the issuer. 
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Investors can redeem PrefEx Securities in blocks (i.e. multiples of 1 000 000 PrefEx Securities) only. In the case 

of redemptions, the decision as to whether the PrefEx Securities will be redeemed in cash or in specie will be 

made by the issuer at its discretion.

Investors wishing to subscribe for PrefEx Securities in specie or to redeem PrefEx Securities, should contact the 

investment advisor.

6.6 Securities’ prices after the initial offer

After the listing date investors will be able to acquire PrefEx Securities in any of the following ways: subscription 

for cash, subscription in specie, and purchase on the secondary market.

If you buy or sell your PrefEx Securities on the JSE after the initial offer, the price that you pay for or receive for 

your PrefEx Securities (net of brokerage commission and any other trading costs) will be determined by the 

prevailing market price on the JSE at the time of the trade. Actual market values may be affected by supply 

and demand and other market factors, but the ability of a holder of PrefEx Securities to take delivery/redeem 

(i.e. "switch out" of) their PrefEx Securities from the issuer, should operate to substantially avoid or minimise any 

differential which may otherwise arise between the price at which the PrefEx Securities trade and the value of the 

portfolio.

If you subscribe to the issuer for new PrefEx Securities after the initial offer closes or redeem your securities, the 

price (which is calculated on the JSE every trading day) will be the NAV of the PrefEx Securities at the time of 

issue or redemption thereof (less any transaction costs, such as upfront fees or exit fees payable to the issuer) 

divided by the number of PrefEx Securities in issue. Due to market influences, the NAV per PrefEx Security may 

differ from the market price obtainable on the secondary market.

If you buy or sell your PrefEx Securities on the secondary market then the price will be the market price, being 

the price agreed between a willing buyer and a willing seller. Any transaction on the secondary market will be 

subject to the customary State fees, brokerage and transfer duties associated with trading on the JSE. 

7. EXCHANGE CONTROL REGULATIONS 

The following summary is intended as a guide only in respect of the Exchange Control consequences of investing in 

PrefEx Securities and is not comprehensive. Any applicants who are in doubt as to the status of their applications 

should consult their professional advisers.

7.1 The Exchange Control consequences of an investment in PrefEx Securities 

7.1.1 Non-South African Residents

If any PrefEx Securities are issued to non-residents of the Common Monetary Area, the custody or 

broker accounts of such investors will be designated “Non-Resident”. A person who is not resident in 

the Common Monetary Area should obtain advice as to whether any governmental and/or legal consent 

is required and/or whether any other formality must be observed to enable a subscription for PrefEx 

Securities to be made under the initial offer and thereafter. 

Nothing contained in this offering circular constitutes an offer in any area or jurisdiction in which it 

is illegal to make such an offer. In such circumstances, this offering circular is sent for information 

purposes only.
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7.1.2 Emigrants from the common monetary area with Blocked Rand

Former residents of the Common Monetary Area who have emigrated are permitted to use their 

emigrant blocked funds (i.e. money which, in terms of the Exchange Control Regulations, is not 

permitted to be taken out of South Africa or paid into a non-South African resident’s bank account) 

(“blocked Rand”) to subscribe for PrefEx Securities. 

All payments using blocked Rand must be made through the authorised dealer in foreign exchange.

PrefEx Securities issued pursuant to the use of blocked Rand will be credited to the applicants’ blocked 

share accounts at the CSDP controlling their blocked portfolios. 

If applicable, refund monies payable in respect of unsuccessful or partially successful applications for 

PrefEx Securities emanating from emigrant blocked accounts will be returned to the authorised dealer 

in foreign exchange through whom the payments were made, for credit to such applicants’ blocked 

accounts.

8. TAX CONSEQUENCES

The following is intended as a guide only and does not purport to be exhaustive. The information set out below is 

accurate as at the date of issue of this offering circular, but is subject to change in the event of any changes in tax policy. 

Investors’ tax consequences will vary depending on their individual tax status and personal circumstances. Accordingly 

investors are strongly advised to consult their professional tax advisers.

Tax Consequences for the investor in PrefEx Securities

ETFs are generally structured to place the investor in the same position, as if the underlying securities were directly held. 

Accordingly, the investment vehicle is generally not taxed and any tax consequences are passed on to the investors. 

Distributions

The income received by the constituent securities (and distributed to the PrefEx Securities holders) will be comprised 

primarily of dividends. In terms of the Income Tax Act, No. 58 of 1962 dividends are currently exempt from normal tax. 

However, dividends will be subject to Dividends Withholdings Tax as more fully explained below.

Dividends Withholdings Tax

On 1 April 2012 a new Dividends Withholdings Tax (“DWT”) is set to be introduced at a rate of 15%. It is expected that 

the constituent companies will adjust their dividend yields to compensate investors for a portion of the DWT. This will 

generally be achieved by the constituent companies increasing the dividend yield on the constituent securities by either 

10% or 11.11%. Investors are also guided to the underlying listing documents of the constituent securities to further 

understand the tax implications and considerations provided for.

Distributions will be paid to the PrefEx Securities holders through a Regulated Intermediary (as contemplated 

under section 64D of the Income Tax Act, No. 58 of 1962). Securities holders are advised to provide the Regulated 

Intermediary, through which they ultimately hold the PrefEx Securities, with a declaration setting out their status with 

respect to the DWT. That Regulated Intermediary will withhold and pay over the DWT on behalf of the PrefEx Security 

holder if and when applicable. 

Capital Gains 

On the assumption that an investor invests in PrefEx Securities with a capital intention this could result in investors 

incurring capital gains or losses. Capital Gains Tax (“CGT”) could be triggered if PrefEx Securities holders sell the 

securities at a price higher than the effective “base price” paid for those securities. 
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If the investor invests in PrefEx Securities as part of a profit-making arrangement, the taxable profit will be subject to 

income tax and not CGT in the hands of the investor.

Capital gains may, from time to time, also accrue within the investment structure and will be distributed to securities 

holders by the PrefEx Trust. These capital gains could arise, for instance, if there is rebalancing required within the J251 

index or if there are other reasons for the PrefEx Trust to sell the constituent securities at a capital gain. 

General 

Investors’ tax consequences will vary depending on their individual tax status and personal circumstances. Potential 

investors are strongly advised to consult with their professional advisers as to the implications of their subscribing for, 

purchasing, holding, or disposing of PrefEx Securities.

9. FINANCIAL INFORMATION

No financial information has been provided due to the fact that from the date of establishment until the date of issue 

of this offering circular, the issuer and the PrefEx Trust have been dormant, have no assets and have not earned any 

income.

10. GENERAL

This section covers regulatory, statutory and other information relevant to the listing of PrefEx Securities on the JSE.

10.1 Corporate governance

The issuer is fully committed to the principles of the King Report on Governance for South Africa 2009 

(Code of Corporate Practices and Conduct) (the “Code”). The directors recognise the need to govern 

the issuer with integrity and in accordance with generally accepted corporate practices. The issuer 

is a wholly owned subsidiary of GFS Holdings Limited. In addition, GFS is ultimately a subsidiary 

of Grindrod Limited, a JSE Main Board-listed entity which subscribes to the principles of the Code 

and adheres to the JSE Listings Requirements. The issuer has no employees and its management 

is outsourced to the investment advisor. Notwithstanding the aforementioned, the directors of the 

issuer are of the opinion that the issuer complies with the principles and recommendations of the 

Code in the following manner:

10.1.1 Independent advice

A director of the issuer may, if necessary, take independent professional advice at the expense of the 

issuer.

10.1.2 Issuer company secretary

All directors of the issuer have access to the advice and services of the issuer’s company secretary, 

who provides guidance to the board as a whole and to individual directors with regard to how their 

responsibilities should be discharged in the best interests of the issuer.
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10.1.3 Board composition

The board of PrefEx Co is comprised of four directors, two of whom are independent non-executives. 

PrefEx Co’s holding company applies the principles of the Code as regards the composition of its board. 

The holding company of PrefEx Co will ensure that the board composition of PrefEx Co is maintained 

such that independent non-executives continue to account for at least half of the board of PrefEx Co. 

10.1.4 Audit committee

As the issuer is a subsidiary of a company that has an audit committee, the role of audit committee will, 

in terms of section 94 (2) (b) of the Companies Act, be fulfilled by the audit committee of the issuer’s 

holding company, in accordance with the relevant legislation and its terms of reference. Its functions 

include the review of the appointment of external auditors and the consideration and review of non-

audit services. In addition, the ultimate holding company of PrefEx Co has an audit committee which 

complies with the requirements of the Code and the JSE Listings Requirements as regards its role and 

composition.

10.1.5 Internal audit

The internal audit function of the issuer will be conducted in conjunction with the internal audit function 

of the issuer’s holding company. 

10.1.6 Remuneration philosophy

The directors of the issuer will not be paid any remuneration by the issuer.

10.1.7 Risk management

The issuer has adopted the risk management policy of its holding company which has developed and 

is developing appropriate risk processes in respect of the issuer and assists in assessing and reporting 

risk matters to the board of directors of the issuer.

10.1.8 Managing stakeholder relationships

The board of directors of the issuer delegates to the investment advisor management of stakeholder 

relationships.

10.1.9 Fundamental and affected relationships

The issuer does not conduct business with entities in which its directors have an interest. Directors are 

required to declare their directorships in other companies on an annual basis.

10.1.10 IT governance

Information Technology governance is performed in terms of the holding company’s IT Policy.

10.2 Listing on the JSE

Application has been made to and granted by the JSE for the listing of the PrefEx Securities under the 

abbreviated name “PrefEx” and the JSE code “PREFEX” in the “Exchange Traded Funds” sector on the JSE on 

Wednesday, 28 March 2012. PrefEx Securities will not be listed on any other exchange.

10.3 Litigation

There are no legal or arbitration proceedings, including any proceedings that are pending or threatened of which 

PrefEx Co is aware that may have or have in the recent past, being at least the previous 12 months, a material 

effect on the financial position of PrefEx Co or the PrefEx Trust.
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10.4 Director’s responsibility

The directors of PrefEx Co, whose names are set out on page 13 of this offering circular, collectively and 

individually, accept full responsibility for the accuracy of the information contained in this offering circular and 

certify that, to the best of their knowledge and belief, no facts have been omitted the omission of which would 

make any statement in this offering circular false or misleading, that they have made all reasonable enquiries to 

ascertain such facts and that this offering circular contains all information required by law and the JSE Listings 

Requirements.

10.5 Experts’ consents

The originator, investment advisor, sponsor, market maker, trustee and custodian, legal advisors, auditors, trust 

administrator, and consultant to the originator, whose names are set out in this offering circular have consented 

to their names being referred to in this offering circular in the form and context in which they are included and 

had not withdrawn their consent at the date hereof.

10.6 Material contracts and documents available for inspection

Copies of the following documents are available for inspection at the registered office of the issuer and the office 

of the originator at any time during office hours:

• a signed copy of this offering circular (available in English only);

• the memorandum of incorporation of the issuer;

• the investment advisor agreement dated 12 March 2012;

• the written consents of the experts to act in the capacities stated; and

• the trust deed of the PrefEx Trust dated 1 March 2012. 

SIGNED AT DURBAN BY DAVID ANDREW POLKINGHORNE ON BEHALF OF ALL OF THE DIRECTORS OF 

PREFEX CO LIMITED ON 2 MARCH 2012
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PREVIOUS AND CURRENT DIRECTORSHIPS AND PARTNERSHIPS HELD BY THE 
DIRECTORS OF THE ISSUER

Walter Dayson Geach:

Grindrod Ltd

Grindrod Bank Ltd

GFS Holdings Ltd

Grindrod Financial Holdings Ltd

Clark Family Trust

Grindrod Preference Share Investment Trust

Grindrod Investment Trust

The Wirral Trust

Ian Michael Groves:

Grindrod Ltd

Grindrod Bank Ltd

Value Group Ltd

GFS Holdings Ltd

Grindrod Financial Holdings Ltd

Grindrod Collective Investments (Pty) Ltd

Mark Brian Logan:

Grindrod Collective Investments (Pty) Ltd

Grindrod Asset Management (Pty) Ltd

Stonegrove Estates (Pty) Ltd

David Polkinghorne:

Amber Bay Investments 3 (Pty) Ltd

Ardington Family Trust

Commerce Square Corporate Finance (Pty) Ltd

Durban Children’s Society Charitable Trust

GB Nominees (Pty) Ltd

GFS Holdings Ltd

Grey Haven Riches 27 Ltd

Grindcap (Pty) Ltd

Grindrod Asset Management (Pty) Ltd

Grindrod Bank Ltd

Grindrod Collective Investments (Pty) Ltd

Grindrod Financial Holdings Ltd

Grindrod Ltd

Grindrod Preference Share Investment Trust

Grindrod Investment Trust

Lot 3028 Mount Edgecombe (Pty) Ltd

Michael Kutchera Trust 

Norton Derivatives (Pty) Ltd

Nelesco 681 (Pty) Ltd

SM Business Consultants (Pty) Ltd

The Cecil Renaud Educational & Charitable Trust

The Umhlathuzi Valley Sugar Company Ltd

None of the directors has been involved in any:

• Bankrupcies, insolvencies or individual voluntary compromise arrangements;

• Receiverships, compulsory liquidations, creditors voluntary liquidations, administrations, company voluntary 

arrangements, or any composition or arrangement with its creditors generally or any class of its creditors of any company 

where such person is or was a director with an executive function of such company at the time of or within 12 months 

preceding such events.

• Compulsory liquidations, administrations or partnership voluntary arrangements of any partnerships where such person is 

or was a partner at the time of or within 12 months preceding such event(s);

• Receiverships of any asset(s) of such person or of a partnership of which the person is or was a partner at the time or 

within the 12 months preceding such event;

• Public criticisms of such person by statutory or regulatory authorities, including recognised professional bodies, and 

whether such person has ever been disqualified by a court from acting as a director of a company or from acting in the 

management or conduct of the affairs of any company; and/or

• Offence involving dishonesty.

 

ANNEXURE 1
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SUBSCRIPTION CONDITIONS AND PRECEDURES

The subscription conditions and procedures set out below are applicable both to the initial offer and any subsequent 
subscriptions (other than secondary market trades) thereafter:

1. Conditions of the initial offer

• Once submitted, an application is irrevocable.

• All subscriptions for PrefEx Securities will be treated as primary market acquisitions and no application forms are 
required.

• All subscribers for PrefEx Securities must have a valid account with a broking member of the JSE and must either be 
a controlled or a non-controlled client. Subscribers that do not have an account with a JSE member can contact any 
broker registered on the JSE to open an account. A list is available on the JSE website (www.jse.co.za).

2. Subscriptions and redemptions after the initial offer

You must contact the issuer, the contact details of which are set out on the “Corporate information and advisors” 
section of this offering circular.

Investors wishing to redeem PrefEx Securities will be required to deliver a written notice (in the format prescribed by the 
issuer and available from the investment advisor) together with statements evidencing the relevant PrefEx Securities in 
negotiable form. Within 5 days of receipt of notification from investors, the issuer will procure the delivery to the investor 
of the basket.

If the issuer is unable to deliver one of the securities included in the basket due to the suspension of that security on the 
JSE, the issuer will exclude the security from the basket delivered to the investor and it will instead be delivered to the 
investor within 5 days of the suspension of the applicable security being lifted.

3. Cash subscriptions

Payments must be in Rand and cash subscriptions under the initial offer must be in a minimum amount of R100 000 
subject to being an eligible investor as defined.

A cash subscription under the initial offer will be based upon the amount which an applicant applies to invest in 
PrefEx Securities rather than a function of how many PrefEx Securities an applicant wishes to acquire in terms of the 
subscription. The cash subscription price and the number of PrefEx Securities to be issued to an applicant for cash, will 
be determined by the amount which the applicant invests (net of the transaction costs) of the pro rata cost to the PrefEx 
Trust of acquiring the underlying portfolio.

Following the close of the initial offer there shall be a ramp up period during which the PrefEx Trust will acquire the 
appropriate underlying portfolio of securities (comprising the J251 index) utilising the cash raised during the initial offer 
period.

After the ramp up period the issuer shall publicly announce the number of PrefEx Securities allotted and issued per the 
letters of allotment (“LAs”) together with details of the basis on which PrefEx Securities were allocated under the initial 
offer. Investors should be aware that transaction costs will be deducted from the subscription amount accompanying 
their applications, and accordingly, the relevant subscription amount (less transaction costs) shall be invested in PrefEx 
Securities. The LAs will then be converted into PrefEx Securities in accordance with the published conversion ratio. 
Although the basis of allocation will be publicly announced on the trading day following the end of the ramp up period, 
applicants will only be informed of their actual individual allocations on receipt of their statements from their broker 
or CSDP. Accordingly applicants who deal prior to the receipt of their statements do so at the risk of selling PrefEx 
Securities in respect of which they have not received confirmation of an allocation.

All taxes, duties, custody charges, brokerage fees, JSE Insider Trading fees and any other costs and expenses will be 
for investor’s own account.

PrefEx Securities will be issued to successful applicants and will be booked to applicants’ relevant securities accounts 
in the books of their broker or CSDP on the listing date, provided that the aforesaid requirements have been fulfilled and 
the minimum investment criteria have been met.

ANNEXURE 2
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Neither PrefEx Co, the investment advisor, the trustee and custodian, trust administrator nor the JSE Issuer 
Services Division will accept responsibility for any payment made, LA or statement that is lost or stolen in 
the post.

In specie subscriptions

Investors subscribing for PrefEx Securities in specie, by the delivery of the securities included in the J251 Index of the 
constituent companies do so at the discretion of the issuer.

PrefEx Securities will not be issued unless the issuer’s CSDP is satisfied that the relevant securities and any cash 
amount have been received by it.

Procedures

Investors must give their broker or CSDP instructions that they wish to subscribe for PrefEx Securities. Such an 
instruction is akin to an instruction to purchase on the market, is irrevocable and is binding on the client and the broker 
or CSDP.

The procedures for subscriptions, which will be in accordance with Strate’s requirements, will be available from the 
issuer, contact details of which are set out in the “Corporate information and advisors” section of this offering circular

Investors wishing to subscribe in specie should contact the issuer directly prior to subscribing and confirm their CSDP 
details. 
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SALIENT PROVISIONS OF THE TRUST DEED OF THE PREFEX TRUST

3. “Objects of the Trust

3.1 The Trust is a special purpose vehicle established to enable the Company to hedge its exposure to Holders in 
terms of the PrefEx Securities. 

3.2 The investment objective of the Trust is accordingly to track the J251 Index and to match, on any given day, as 
closely as possible, the Company's contingent contractual obligations to deliver Securities under the delivery 
rights attaching to the PrefEx Securities held by Investors. The Trust will achieve this object by implementing the 
Investment Policies. The Trust shall buy only Securities which are included in the J251 Index (in the weightings in 
which they are included in the J251 Index) and shall sell only Securities which are excluded from the J251 Index, 
or which are required to be sold to ensure that the Trust holds Securities in substantially the same weighting as 
they are included in the J251 Index. The Trust shall not buy or sell Securities for the purpose of making a profit, 
nor for any purpose other than tracking the J251 Index as closely as possible to enable the Trust to meet its 
obligations to the Company.

3.3 As a further object the Trust shall manage the Securities held by it to generate Trust Income for the benefit of 
Discretionary Income Beneficiaries and Discretionary Capital Gain Beneficiaries.”

4. “Investment Policies

4.1 The Investment Policies shall be the following:

4.1.1 the Trust will not be managed according to traditional methods of active management, which involve 
the buying and selling of securities based on economic, financial and market analysis and investing 
judgment. Instead the investment objective and style will be full replication of the J251 Index. As a result 
the financial or other condition of any company included from time to time in the J251 Index will not 
result in the elimination of its securities from the Trust’s portfolio unless the securities of such company 
are removed from the J251 Index itself;

4.1.2 the Trust will not buy or sell Securities for the purpose of making a profit nor for any purpose other than 
tracking the J251 Index and matching the Company's contingent contractual obligations to deliver 
Securities under the delivery rights attaching to the PrefEx Securities; and

4.1.3 the Trust will acquire and hold a portfolio of securities that substantially represents all of the component 
securities of the J251 Index in substantially the same weighting as in the J251 Index. However the Trust 
shall also be entitled, in its discretion and only on a temporary basis, to employ such other investment 
techniques and instruments as will most efficiently give effect to the Trust Objects and the Investment 
Policies.

4.2 The composition of the Trust’s portfolio will be adjusted periodically to conform to changes in the composition 
and weighting of the Securities in the J251 Index so as to ensure that the composition and weighting of the 
Trust's portfolio are a reflection of the composition and weighting of the Securities contained in the J251 Index.

4.3 The Trust will hold Securities purely for the economic rights and benefits attaching thereto, and accordingly:

4.3.1 if a takeover bid is made for shares of a company included in the J251 Index, the Trust will not tender 
shares in respect thereof. Securities held by the Trust which are subject to a takeover bid will only be 
surrendered if such surrender is mandatory (and then only to the extent of such mandatory surrender) 
in terms of applicable law or under the rules of a regulatory authority or body having jurisdiction. If a 
takeover bid results in a company no longer qualifying for inclusion in the J251 Index, any shares of the 
company held by the Trust after the takeover bid will be disposed of by the Trust, and the proceeds will 
be applied in effecting the appropriate adjustments to the portfolio of the Trust; and

4.3.2 the Trustee shall not exercise any voting rights of any Securities held by the Trust from time to time.

4.4 It is anticipated that ancillary liquid assets will not form a substantial part of the Trust's assets. However any 
liquid assets that the Trust holds may be invested in short-term investments such as banker’s acceptances and 
certificates of deposit.

ANNEXURE 3
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4.5 It is recorded that the Trust’s ability to replicate the price and yield performance of the J251 Index will be affected 
by the costs and expenses incurred by the Trust.

4.6 Any material change in the Trust Objects or the Investment Policies shall constitute an amendment of this Deed, 
and shall be subject to the provisions of clause 15. In the event of a material change in the Trust Objects or the 
Investment Policies, the Settlor shall give reasonable notice to Investors to enable Investors to redeem their 
PrefEx Securities prior to implementation of the change.”

6. “Beneficiaries

6.1 Discretionary Contributed Capital Beneficiary

6.1.1 The Company shall be the only potential Discretionary Contributed Capital Beneficiary. 

6.1.2 The Company will make ongoing capital contributions to the Trust at each time an Investor subscribes 
for a PrefEx Security. The amount of each capital contribution to the Trust will be equal to the amount 
the Company receives from the Investor in return for the issuance of PrefEx Securities.

6.1.3 The Company as Discretionary Contributed Capital Beneficiary shall be the sole discretionary 
contributed capital beneficiary of the Trust in respect of the contributed capital and The Trustee shall not 
be under any obligation to make any award of the contributed capital to the Discretionary Contributed 
Capital Beneficiary.

6.1.4 Any award to the Discretionary Contributed Capital Beneficiary shall only be made from the contributed 
capital of the Trust. Such capital will be contributed to the Trust in the manner set out in clause 6.1.2 
above. None of the capital of the Trust which the Trustee may have to deliver to the Company or its 
nominee pursuant to hedging arrangements entered into between the Trust and the Company shall be 
awarded to the Discretionary Contributed Capital Beneficiary. In addition, the Discretionary Contributed 
Capital Beneficiary will not be entitled to any accrual in respect of the contributed capital.

6.1.5 The Discretionary Contributed Capital Beneficiary shall have no rights of any nature against the Trust 
or the Trustee or the assets of the Trust, save in respect of the payment of any award made by the 
Trustee to the Discretionary Contributed Capital Beneficiary pursuant to an exercise by the Trustee of its 
discretion in favour of the Discretionary Contributed Capital Beneficiary.

6.1.6 Any award made by the Trustee to the Discretionary Contributed Capital Beneficiary which remains 
unclaimed for a period of 3 (three) years shall be forfeited and the amount in question shall again 
become an asset of the Trust and part of the Trust Fund.

6.2 Discretionary Income Beneficiaries

6.2.1 The Investors shall be potential Discretionary Income Beneficiaries.

6.2.2 The Discretionary Income Beneficiaries shall be discretionary income beneficiaries of the Trust and the 
Trustee shall not be under any obligation to make any award to the Discretionary Income Beneficiaries 
or any of them. However, the Trustee shall consider (without being under any obligation) making awards 
to Discretionary Income Beneficiaries (or any one of them) as and when dividends are expected from the 
Securities or, at any other time as they may so decide within their discretion, and in deciding whether or 
not to make any award to any Discretionary Income Beneficiary shall have regard to the Trust Objects 
and the Investment Policies as set out in sections 3 and 4.

6.2.3 For the avoidance of doubt, it is recorded that the date upon which the Trustees may exercise their 
discretion to make an award to Discretionary Income Beneficiaries (or any one of them) and the date 
upon which any funds associated with such award are actually paid to the relevant Discretionary Income 
Beneficiaries (or any one of them) could differ. 

6.2.4 Funds associated with any award payable to Discretionary Income Beneficiaries (or any one of them) will 
in all cases be paid over to the relevant Discretionary Income Beneficiaries (or any one of them) on the 
last Business Day of each Calendar Quarter

6.2.5 Funds associated with any award payable to Discretionary Income Beneficiaries (or any one of them) 
will in all cases be paid to such Discretionary Income Beneficiaries (or any one them) through the 
intermediary of a Regulated Intermediary (unless otherwise notified by the Trustee).
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6.2.6 A Discretionary Income Beneficiary shall have no rights of any nature against the Trust or the Trustee 
or the assets of the Trust, save in respect of the payment of any award made by the Trustee to the 
Discretionary Income Beneficiary pursuant to an exercise by the Trustee of its discretion in favour of the 
Discretionary Income Beneficiary.

6.2.7 Any award made by the Trustee to a Discretionary Income Beneficiary which remains unclaimed for a 
period of 3 (three) years shall be forfeited and the amount in question shall again become an asset of 
the Trust and part of the Trust Fund.

6.3 Discretionary Capital Gain Beneficiaries

6.3.1 The Investors shall be potential Discretionary Capital Gain Beneficiaries.

6.3.2 The Discretionary Capital Gain Beneficiaries shall be Discretionary Capital Gain Beneficiaries of the Trust 
and the Trustee shall not be under any obligation to make any award to the Discretionary Capital Gain 
Beneficiaries or any of them. However, the Trustee shall consider (without being under any obligation) 
making awards to Discretionary Capital Gain Beneficiaries or any of them on the last Business Day of 
each Calendar Quarter, and in deciding whether or not to make any award to any Discretionary Capital 
Gain Beneficiary shall have regard to the Trust Objects and the Investment Policies.

6.3.3 A Discretionary Capital Gain Beneficiary shall have no rights of any nature against the Trust or the 
Trustee or the assets of the Trust, save in respect of the payment of any award made by the Trustee 
to the Discretionary Capital Gain Beneficiary pursuant to an exercise by the Trustee of its discretion in 
favour of the Discretionary Capital Gain Beneficiary.

6.3.4 For the avoidance of doubt, it is recorded that, to the extent that any award is made to any Discretionary 
Capital Gain Beneficiaries, such award will not be made in cash but will involve the award being 
reinvested for the relevant Discretionary Capital Gain Beneficiary's benefit such that the award accrues 
to the Discretionary Capital Gain Beneficiary.

6.3.4 Any award made by the Trustee to a Discretionary Capital Gain Beneficiary will be deemed to have been 
accepted by the relevant Discretionary Capital Gain Beneficiary as at the date such award is made.

6.4 Vested Income Beneficiary

6.4.1 The Originator shall have a vested right limited to 3.25% (three point two five per centum) of the 
dividend income accrued to the Trust in respect of each Calendar Quarter. 

6.4.2 The Originator shall have the right to cede or nominate its vested right to any other beneficiary or 
person, which cession or nomination will be done in writing and furnished to the Trustee, within 15 
Business Days.”

7. “Payments may be made to parties other than Investors

7.1 For the avoidance of doubt, it is pointed out that, in addition to the Investors, payments may be made to the 
following persons subject to the provisions of this Trust Deed:

7.1.1 the Vested Income Beneficiary (see clause 6.4 above);

7.1.2 the Discretionary Contributed Capital Beneficiary (see clause 6.1 above); and

7.1.3 the Manager (see clause 13.3) pursuant to the Management Agreement.”
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SALIENT PROVISIONS OF THE MEMORANDUM OF INCORPORATION OF  
PREFEX CO

3. “Nature of the Company

The Company is a profit company, being a public company in terms of section 8(2)(d) of the Companies Act as:

3.1 the Company is not prohibited from offering PrefEx Securities to the public;

3.2 the transferability of the PrefEx Securities is not restricted in any way; and

3.3 the Company shall not offer Ordinary Shares to the public, and the transferability of the Ordinary Shares is 
restricted in terms of articles 16.4 and 16.5.”

14. “Issue of PrefEx Securities

14.1 authority of the Board to issue

The Board is authorised, in terms of section 43(2), to authorise the Company to issue PrefEx Securities. (Section 
43(2)(a))

14.2 security document

The terms and conditions of the PrefEx Securities are as described in Schedule 5 (PrefEx Securities) which 
Schedule 5 constitutes a "security document" for purposes of section 43(1)(b) to be applied by the Company for 
purposes of offering the PrefEx Securities for subscription. 

14.3 brokerage and commission

The Company may, pursuant to a special resolution of the Ordinary Shareholder, pay to any person:

14.3.1 a commission for subscribing or agreeing to subscribe (whether absolutely or conditionally); or

14.3.2 a brokerage for procuring or agreeing to procure subscriptions (whether absolutely or conditionally),

for any PrefEx Securities issued or to be issued by the Company, provided that, for so long as any 
PrefEx Securities are listed on the JSE, any such commission shall not exceed 10% of the consideration 
payable by that person to the Company for such subscription by that person for any such PrefEx 
Securities. Any such commission or brokerage may be calculated on the price at which the PrefEx 
Securities are issued.

14.4 fully paid up/subscription price

14.4.1 The Board may issue PrefEx Securities only for adequate consideration to the Company as determined 
by the Board.

14.4.2 The Company shall not issue any PrefEx Securities before the Board has determined the consideration 
for which, and the terms on which, the PrefEx Securities will be issued.

14.4.3 When the Company has received the consideration approved by the Board for the issuance of any 
PrefEx Securities:

14.4.3.1 those PrefEx Securities are fully paid; and

14.4.3.2 the Company must issue those PrefEx Securities and cause the name of the holder to be 
entered on the securities register.

14.5 application of subscription monies

Subscriptions received by the Company with respect to the subscriptions for any PrefEx Securities shall be 
applied by the Company:

14.5.1 to defray the expenses of the Company incurred in the ordinary course of its Business and to procure 
compliance with any laws; and

14.5.2 to fund the discharge and performance of its obligation under the PrefEx Securities. 

ANNEXURE 4
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14.6 evidence of uncertificated PrefEx Securities

14.6.1 PrefEx Securities shall be issued in the form of "uncertificated" securities, provided that if any PrefEx 
Securities are issued in "certificated" form then the provisions of articles 13.7 to 13.14 shall apply.

14.6.2 In terms of section 52(4), the CSDP or CSD, and not the Company, must provide a regular statement 
to each person for whom any uncertificated PrefEx Securities are held in an uncertificated securities 
register (ie to the registered Securities Holder). The Company shall not issue certificates or statements 
evidencing or purporting to evidence title to uncertificated PrefEx Securities.

14.6.3 A person who is entitled to and wishes to inspect an uncertificated securities register may do so only 
through the Company in terms of section 52(2) read with section 26 and article 9.2.2.

14.7 substitution of uncertificated for certificated securities

14.7.1 A registered Securities Holder of uncertificated J251 Index Securities may withdraw all or part of the 
uncertificated PrefEx Securities held by that person in an uncertificated securities register, and obtain 
a certificate in respect of those withdrawn securities, by notifying the applicable CSDP or the CSD only 
(and not the Company), in terms of section 54(1).

14.7.2 If the Company receives from the CSDP or CSD concerned only (not from the registered Securities 
Holder of uncertificated J251 Securities) a notice to provide the relevant certificate in respect of any 
withdrawn uncertificated PrefEx Securities in terms of section 54(1(a), the Company shall make the 
necessary entries in the securities register of the Company, and prepare and deliver the relevant 
certificate, in terms of section 54(2) read with articles 13.7 to 13.14:

14.7.2.1 against receipt by the Company of any fee charged by the Company from time to time in 
terms of section 54(3); and

14.7.2.2 against the registered Securities Holder of the PrefEx Securities in question providing to the 
Company the necessary information required by the Company in terms of article 15.2.

14.8 form and content of certificate (security document)

Any certificate evidencing any PrefEx Security required in terms of article 14.7 shall constitute a "security 
document" for purposes of section 43 and shall be in such form as the Board may determine subject to 
compliance with section 43, and shall include at least the contents contained in Schedule 5 (PrefEx Securities) 
and such other contents as the Board may from time to time determine. 

14.9 no liens

Issued PrefEx Securities shall not be subject to any lien in favour of the Company.”

23. “Directors and the Board

23.3 pre-conditions for serving as a director

No person shall be entitled to be elected or appointed as, or to serve or act as, a director (including as an 
alternate director) of the Company, or have his name entered in the register of directors of the Company, unless 
and until that person has delivered to the Company:

23.3.1 all the details about that person (including that person's email address) that are required to be included 
in the register of directors in terms of the Companies Act and the Companies Regulations (article 27.2); 
and

23.3.2 a written "consent to serve as a director", substantially in the form of the draft consent attached to 
this MOI as Schedule 6, signed by that person giving the Company the representations, warranties 
undertakings, confirmations and consent contained therein.

23.4. ineligible or disqualified persons: appointment a nullity

23.4.1 No person may be nominated, appointed or elected as a Director (or his alternate), or be entitled to 
serve or continue to serve as a Director (or an alternate Director) of the Company, if that person is or 
becomes ineligible or disqualified from being entitled to serve as a Director in terms of section 69, and if 
at the time of his nomination, appointment or election that person is so ineligible or disqualified then his 
appointment is a nullity in terms of section 66(6). (Section 66(5)(a), 69 and 66(6))
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23.4.2 Any person whose appointment as a Director is a nullity in terms of section 66(6), shall not be counted 
towards a quorum of Directors for purposes of paragraph 6 of Schedule 2, and his vote shall be 
disregarded with effect from the time it was purportedly cast for purposes of paragraphs 15 and 18 
of Schedule 2 with the possible consequence that a decision or approval by the Board in which such 
person participated might need to be reversed with effect from the time it was made if the application of 
this article results in the meeting or resolution of the Directors not being quorate or the decision or vote 
not being passed by the requisite majority.”

23.13 “rotation of non-executive Directors

The non-executive Directors shall retire from office on the following basis:

23.13.1 with effect at the time of conclusion of each annual general meeting of the Company non-executive 
Directors comprising one-third of the number of non-executive Directors or, if their number is not a 
multiple of three, then a number of them nearest to but not less than one-third of the number of non-
executive Directors, shall retire from office;

23.13.2 the non-executive Directors to retire in terms of article 23.13.1 shall be those who have been longest in 
office, provided that if more than one of them were in office for the same length of time, those to retire 
shall be determined by lot among themselves unless those Directors have agreed otherwise between 
themselves;

23.13.3 a retiring non-executive Director shall be eligible for re-election, provided he is then eligible to serve 
as a Director in terms of articles 23.3 and 23.4, and provided further that his re-election has been 
recommended and nominated by the Board having regard to his past performance and contribution in 
terms of the nomination procedure in article 23.5, and, if re-elected, shall be deemed for all purposes 
other than this article 23.13 not to have vacated his office;

23.13.4 the Ordinary Shareholder at the annual general meeting at which a non-executive Director retires may 
elect another eligible person recommended and nominated in terms of the nomination procedure in 
article 23.5 to fill the vacated office, and if not so filled, the retiring non-executive Director shall, if he is 
eligible and has offered himself for re-election, be deemed to have been re-elected unless the Ordinary 
Shareholder expressly resolves not to fill such vacated office or not to re-elect such retiring non-
executive Director.

23.14 remuneration of Directors, prescribed officers and alternates

23.14.1 A person occupying the position of Director (other than an alternate whose remuneration is dealt with in 
article 23.14.8), or who is to be recommended and nominated for election as a Director in terms of the 
nominations procedure in article 23.5 may be remunerated by the Company while a Director in terms of 
separate contracts with the Company as follows:

23.14.1.1 a services contract, in respect of and in consideration for his services as a Director, that is, for 
discharging his statutory and common law duties to the Company or to any other company 
in the same group of companies as a Director (section 66(8) and 30(5)(a) and (b)), referred to 
herein as "directors' services"; and/or

23.14.1.2 a services contract, in respect of and in consideration for his services not as a Director, but 
while a Director, in connection with the carrying on of the affairs of the Company or any 
other company within the same group of companies (section 30(5)(b)), referred to herein as 
"connected directors' services"; and/or

23.14.1.3 an employment contract, in respect of and in consideration for discharging his obligations as 
an employee to the Company or to other companies in the same group of companies with 
respect to the executive management of the business and affairs of the Company or any 
other company within the same group of companies (or with respect to the exercise of any 
executive control or functions as contemplated in regulation 38 in relation to the Company), 
referred to herein as "executive management services"; and/or

23.14.1.4 an employment contract, in respect of and in consideration for discharging his other duties 
and functions (if any) not comprising directors' services, connected directors' services or 
executive management services, referred to herein as "non executive services". 
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23.14.2 A person, despite not occupying the position of a Director or an employee, may be remunerated in 
terms of separate contracts with the Company as follows:

23.14.2.1 a services contract or an employment contract, in respect of and in consideration for 
discharging his obligations as a prescribed officer of the Company with respect to the 
discharge of any specific functions designated by the Minister in terms of section 66(10) read 
with regulation 38, referred to herein as "prescribed officer services"; and/or

23.14.2.2 an employment contract, in respect of and in consideration for discharging his other duties 
and functions (if any) not comprising prescribed officer functions, to the Company as an 
employee of the Company, referred to herein as "non-executive services".

23.14.3 In terms of section 66(8) and (9), before the Company pays any remuneration to a Director (whether a 
non executive or executive director) for directors' services in terms of a services contract contemplated 
by article 23.14.1.1, or otherwise as contemplated by article 23.14.1.2, the Ordinary Shareholder must 
by special resolution approve such payment(s) in terms of section 66(9). (Chapter 2 paragraph 155 King 
III Report)

23.14.4 The Board shall be responsible for determining and approving the remuneration of Directors for 
directors' services, connected directors' services and executive management services, and the 
remuneration of prescribed officers for prescribed officers' services and non-executive services. 
(Chapter 2 paragraph 187 King III Report)

23.14.5 A Director who is or will be a party to any of the contracts with the Company or any company in the 
same group of companies contemplated in article 23.14.1, will have a "personal financial interest" in 
that contract, and the Directors of the Company shall deal with each such contract in terms of section 
75(5) (including the Director with the personal financial interest recusing himself from the Board meeting 
or Board committee meeting concerned in terms of section 75(5), and the terms and conditions of each 
such contract being approved by a disinterested quorum of Directors).

23.14.6 In terms of section 30(5) read with section 30(4) and (6), the remuneration or benefits paid to or 
receivable by persons in respect of directors' services, connected directors' services, executive 
management services or prescribed officer services must be disclosed in the annual financial statements 
of the Company.

23.14.7 The Directors for the time being of the Company (including their alternates) shall be entitled, in terms 
of this article, to be paid all their travelling and other expenses properly and necessarily incurred by 
them in and about the business of the Company, and in attending meetings of the Directors or of 
Board committees or of shareholders or other securities holders of the Company. For purposes hereof, 
properly and necessarily incurred shall also mean incurred by a Director within the limitations of any 
Travel and Expenses Policy of the Company, which policy shall be binding on each Director (and their 
alternates).

23.14.8 An alternate Director:

23.14.8.1 may be reimbursed by the Company the reasonable expenses which would be repayable to 
him if he were a full Director in terms of article 23.14.7;

23.14.8.2 shall be entitled to receive from the Company such proportion (if any) or amount (if any) 
of the remuneration for directors' services, connected directors' services and executive 
management services of the Director for whom he is an alternate as the Company may agree 
in a separate services contract between the alternate and the Director for whom he is an 
alternate, and the Company; and

23.14.8.3 shall not be entitled to receive any other remuneration from the Company in respect of his 
services as an alternate or his appointment as an alternate.”


