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Satrix Collective Investinen Scheme

Diveetors’ approval of the financlal statemaents

Salrix Monagers (Proprietary) Limited (“the manager”) is responsible for {he preparation and fair presemtation
of the finnnclat statements of the porifolio in the Satrix Collective Investment Scheme which they manage,
The ponfolio’s finaucial statements comprise the balance sheet at 31 December 2009, the statement of
comprohiensive income, the statement of changes In net assets alfributable to tnvestors and the slatement of
casti Nows for the year then ended, the notes fo the financlal statements, which Includes a sumikArY of
significant accounting policies and other explanatory notes, the report of the Truslee, In accordance with
Internntional Financial Reporiing Standards, in the inamner required by:

* The Collective Investntent Schente Coutrol Act of Sonih Africa, and
¢ Inthe manner required by the Trust Deed,

The aforesald responsibllity of the manager inoludes: designlng, timplementing ai mainfalning Inlemal
control rolevant to the preparation and fair prosentation of these financlal statements (hat arg free from
materlal misstatement, whether due to frand or eitor; selecting and applying approprinte accounting policies;
and making accounting estimates that are reasonable in the elreumstances,

The manager’s responsibilily also ncludes malntaining adequate aceonnting records and an effeciive sysfem
of risk manngement, Nothing has come fo the attontlon of the dircetors of ihe manager fo fndicate that any
breakdown fin tho functioning of these confrols, resulling in materin loss to any of the portfolios, has oceurred

durlng the perlod wtp to the date of this report,

The andltor Is responsiblo for reporting on whether the annual fiioncial statements are fairly presented in
accordance wilh the applieable Mnancial reporting framework, the mawer required by the Trust Dead and (he
Collective Invesiment Scheme Controf Act of South Altica,

Approval of nanual finanein] alatements

The annval fihanctal statements of the portfello In the Satrix Collective Tnvesiment Scheme, as identlfied in
the first paragraph, were approved by the direstors of the mpnager on 15 March 2010 and are sighed on thelr

behalf by:

Director

-":“m

—Director———— L3 —~
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Satrix Managers (Pty) Ltd
Three Exchange Square
157 Floor

87 Maude Street
Sandown

2146

Attention; Brett Landman

15 March 2010

SATRIX Collective lnvéstment Scheme -- (the Scheme)Year end December 2009

We, Absa Bank Limited, in our capacity as trustee of the Scheme, hereby confirm that as
required in terms of Section 70(3) of the Collective Investments Scheme Contral Act, 45
of 2002, as amended (the “Act”), we have satisfied ourselves that every income
statement, balance sheet and other return prepared by the manager of the Scheme in
terms of Section 90 of the Act fairly represents the assets and liabilities, as well as the
income and distribution of income, of every portfolio of the Scheme administered by the
manager of the Scheme,

Yours sincerely,

Dl /‘écf;«
Hilda de Villiers Chantell/Kruger

Affiliated with " BARC[AYS

Associate Principal Manager
Absa Capital Investor Services Absa Capital Investor
CAPITAL

1=t Fleor Absas Towers Horth 1 1W2) 189 Commissiones Meeet lchanneshurg Z0651 1O 8oy 412 18 Marshalitowr fuhannesburg 2107
Teb e 27 11350 4308 Fax 027 31 350 4500 wwie ahsacapilalsom

Ditkctors: D Brok 4Chekpersun) 2 Kamas LI Execuinee) (4 Arnoid BP Conneltan YZ {uba BUMM de Vitry o' Avaupourt 1Feenchi SA Fukie GOritin MW Hiahls MIHUsain AP
knkias (Brilshii R de Blang Britihy 1, Mondane i tMozamblcan TA Mokgosi-tdwantempe IS Sunday $G Pretorius *81 Schbdehutip %fd von Zevnier B Wlemse
*Execulive Birects Serretany: SMarpn 117260



KPMG Ine feiephone  +27 1111647 7111

KPMG Crescent Fax +27 (11) 647 8000
85 Empire Road, Parktown, 2193 Docex 472 Johannesbury
Prwate Bag 9, Patkvigw, 2122, South Atnca Internet hepiftenore kpmig co.zaf

Report of the independent auditor
To the Trustee of Satrix 40 Portfolio

Report on the financial statements

We have audited the financial statements of Satrix 40 Portfolio, which comprise the balance sheet at
31 December 2009, and the statement of comprehensive income, the statement of changes in net asse(s
attributable to investors and cash flow statement for the year then ended, and the notes to the financial
statements, which include a summary of significant accounting policies and other explanalory notes, and
the Manager's report as set out on pages 5 (o 28.

Manager's responsibility for the financial statemenys

The manager is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and in the manner required by the Collectjve
Investment Schemes Control Act and Portfolio Trust Deed. This responsibility includes: designing,
implementing and maintaining internal control relevant (o the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or ecror; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances,

Atiditor's responsibility

Our responsibility is to express an opinion on these financial Stalements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures sefected depend on the auditor’s Jjudgement, including the
assessment of the risks of material misstatement of the financial Statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the Porifolio’s
preparation and fair presentation of the financial statements in order o design audit procedures that are
appropriate in the circumstances, but not for the purpose of €Xpressing an opinion on the effectiveness of
the Portfolio’s intemal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presemation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion,

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Satrix 40 Portfolio at 31 December 2009 and its financial perforinance and cash fiows for the year then
ended in accordance with International Financia) Reporting Standards, and in the manner required by the
Collective Investment Schemes Controf Act and the Portfolio Trust Deed.

KPMG Ine,

Per L) Wormald
Chartered Acconntant {SA)
Registered Audiior
Director

15 March 2010
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Satrix 40 Portfolio

Manager’s report
Jor the year ended 31 Decennber 2009

The Manager has the pleasure in presenting its report for the year ended 31 December 2009,

Nature of business

The Satrix 40 Portfolio is registered in lerms of the Collective Investment Schemes Control Act (“CISCA™) as
set out in the supplemental Portfolic Trust Deed, The investment objective of the Portfolio is to track the price
and yield performance of the FTSE/JSE Top 40 Index.

Satrix 40 Index Securities are securities listed and traded on the JSE Limited (“JSE”} in much the same way

as any listed share. By owning Satrix 40 Index Securities, an investor will obtain market exposte o the
constituent companies included in the FTSE/JSE Top 40 Index,

Trustee

The Trustee at the date of this report is ABSA Bank Limited.

Management Company

The Management Company at the date of this report is Satrix Managers (Proprietary) Limited,
Beneficiaries

Vested income beneficiaries include all holders of Satrix Index 40 securities.
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Satrix 40 Portfolio

Balance sheet
as at 31 December 2009

Assets

Listed equities designated held at fair value through
profit or foss

Trade and other receivables

Cash and cash equivalents

Total assets
Liabilities

Net assets atiributable (o investors
Trade and other payables

Total liabilities

Notes

2009 2008
R R
6 336 531 352 4 404 022 002
10 076 493 4348125
13 531 299 22 549 386
6 360 139 144 4 430 919 513
6 336 163 334 4 403 437 866
23975810 27 481 647
6 360 139 144 4430919513
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Satrix 40 Portfolio

Statement of comprehensive income

for the year ended 31 December 2009

Notes

Investment income 7
Fair vatue adjustments, net of transaction coslts 8
Management and administrative expenses 9
Distributions 5.3
Change in net assets attributable to investors before

tax

Taxation 10

Change in net assets attributable to investors

Total comprehensive income/(loss)

2009

126 446 940
(3688 269)

(26 085 823)

1m)
g

163 254 151
(7 154 432)

(22 541 052)

(96 456 730) (136 514 106)
216 118 (2955 439)
216 118 (2955439
216 118 (2 955 439)
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Satrix 40 Portfolio

Statement of changes in net assets attributable to investors

Jor the year ended 31 December 2009

Notes

Balance at 1 January 2008

Change in net assets attributable to investors
Revaluation of securities 8
Nel creation of securities 5.2

Balance at 31 December 2008

Change in net assets attributable 1o investors
Revaluation of securities 8
Net creation of securities 3.2

Balance at 31 December 2009

Capital Income
attributable to attributable to
investors investors Total
R R R
5000 269 497 2371303 5002 640 800
- (2 955 439) (2955439
(1293309 721) - (1293309 721)
697 062 226 - 697 062 226
4 404 022 002 (584 136) 4 403 437 866
— 216 118 216118
1 442 908 832 - 1 442 908 832
489 600 518 - 489 600 518
6 336 531 352 (368 018) 6336 163 334
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Satrix 40 Portfolio

Cash flow statement
Jor the year ended 31 December 2009

Cash utilised by operations
Dividend income

Fee income: Securities lending
Interest income

Net cash outflow from investing activities
Net cash inflow from financing activities
Net creation of securities

Cash distributed to security holders

Net (decrease)/ increase in cash and cash equivalents

Cash and cash equivalents at the beginning of year

Cash and cash equivalents at the end of year

Notes

12

52

2009 2008
R R

(25239 831) (23 999 206)
120 811 863 155 120519
4 317 206 8650 720
1106 680 1941 169
100 995918 141713 202
(493 288 787) (704 216 658)
383274782 370 190 461
489 600 518 697 062 226
(106 325 736) (126 871 765)
(9 018 087) 7 687005
22 549 386 14 862 381
13 531299 22 549 386
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Satrix 40 Portfolio

Notes to the financial statements
for the year ended 31 December 2009

2.1

Basis of preparation
Buasis of measturement

The financial statements are prepared on a historic cost basis, except for financial instruments which
are accounted for as set oul in note 2.1,

Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting Standards
("IFRS") issued by the International Accounting Standards Board ("JASB™), and in accordance with
the requirements of the Standard Exchange Traded Fund Trust Deed approved by the Financial
Services Board (“FSB™) and the Collective Investment Schemes Control Act No 45 of 2002

("CISCA™).
Functional and presentation CHFTERCY

These financial statements are presented in South African Rand, which is the Portfolio’s functional
currency.,

Accounting policies

The financial statements incorporate the principal accounting policies set out below, which are
consistent with those adopted in the previous financial year.

Financial instruments
Measurement

Financial instruments are recognised when, and only when, the Portfolio becomes a party to the
contractual provisions of that particular instrument. Financial instruments are initially measured at
their fair value plus, in the case of instruments not at fair value through profit and loss, transaction
costs that are directly attributable to the acquisition or issue of the instruments. Subsequent to initial
recognition these instruments are measured as set out below.

Tivestments

Listed investments are measured at fair value through profit or loss. Fair value is determined with
reference to quoted market prices at the balance sheet date, as published in the financial press at
reporting date.

Trade and other receivables

Trade and other receivables are measured at amortised cost using the effective interest method, less
impairment losses. Trade and other receivables are short term in nature and are not discounted. The
carrying value approximates the fair value.

10
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Satrix 40 Portfolio

Notes to the financial statements
for the year ended 31 December 2009 {continued)

2.

2.1

Accounting policies (consinued)
Financial instruments {continued)
Cash and cash equivalents

Cash and cash equivalents are measured at amortised cost. The carrying value approximates the fair
value,

Financial liabilities

Financial liabilities, other than those held at fair value through profit or loss, are measured at
amortised cost using the effective interest method. Financial liabilities arising from the securities
issued by the Portfolio are measured at the fair value representing the investor's right to an interest in
the Portfolio's net assets, i.e. the Net Asset Value ("NAV") of the Portfolio. Changes in the fair
value are included in net profit or loss in the period in which the change arises and these financial
liabilities are designated as at fair value through profit or loss.

Offser

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet
when the Portfolio has a legally enforceable right to set off the recognised amounts, and intends
either to settle on a net basis, or to realise the asset and settle the liability simultancously,

Derecognition of financial instruments

The Portfolio derecognises financial assets when and only when:

* The contractual rights to the cash flows arising from the financial assets have expired or have
been forfeited by the Portfolio: or

* It transfers the financial assets including substantially all the risks and rewards of ownership of

the assets but no longer retains control of the assel,

A financial liability is derecognised when and only when the liability is extinguished, i.e. when the
obligation specified in the contract is discharged, cancelled or has expired.

On derecognition of a financial instrument in its entirety (or part thereof), the difference between the
carrying amount and the sum of the consideration received {including any new asset obtained Jess
any new liability assumed) is recognised in profit or loss,

Fair value hierarchy

The portfolio measures fair values using the following fair value hierarchy that reflects the

significance of the inputs used in making the measurements:
Level |: Unadjusted quoted marked price in an active marke( for an identical instrument.

11
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Satrix 40 Portfolio

Notes to the financial statements
for the year ended 31 December 2009 {(continued)

2,

2.1

2.2

2.3

2.4

2.5

2.6

Accounting policies (continned)
Financial instrioments {continued)

Level 2: Valuation technique based on observable inputs, either directly or indirectly. This calegory
includes instruments valued using: quoted market prices in active markets for similar instruments,
quoted prices for identical or similar instruments in markets that are considered less than active; or
other valuation techniques where ail significant inputs are directly or indirectly observable from

market data,

Level 3: Valuation techniques using significant uncbservable inputs. This category includes all
instruments where the valvation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument's valuation. This category includes
instruments that are valved based on quoted prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect the differences between instruments,

Trade and other payables

Trade payables and other accounts payable are recognised when the Portfolio becomes obligated to
make future payments resulting from the purchase of goods and services.

Investment income

Investment income comprises:

* income from securities tending activities;

* interest on cash and cash equivalents;

* dividends from fisted equities designated as held at fair value through profit or loss; and
* withholding tax credits (where applicable).

Securities lending fee income

The fees earned for the administration of securities lending activities are accounted for on an accrual
basis in the period in which the service is rendered. Assets subject to securities lending are not
derecognised.

Interest income

Interest income is recognised in the statement of comprehensive income, using the effective interegt
method taking into account the expected timing and amount of cash flows.

Dividend income

Dividends in the form of cash and manufactured dividends are recognised when the right to receive
the expected payment is established.

Manufactured dividends received are recognised as income in the statement of comprehensive
income,
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Satrix 40 Portfolio

Notes to the financial statements
Jor the year ended 31 December 2009 ( continued)

2.7

2.8

2.9

210

211

212

213

Accounting policies {continued)
Withholding tax

Withholding 1ax credits, where applicable, are recognised when the right to receive expected
payment of the underlying dividend is established.

Cash and cash equivaients
Cash and cash equivalents comprise bank balances.

Taxation

Under the current system of taxation in South Africa, the Portfolio is exempt from paying tax on
income or capital gains that are distributed to investors to the extent that income is distributed to the
investors. Residual income taxable income may be-taxed in the portfolio. Both income and capital
gains are taxed in the hands of the investor.

Securities lending

The Portfolio engages in securities lending activitics for up to 70% of the market value of securities
in the portfolio which is permitted by the Portfolio Trust Deed and approved by the Trustee,
Collateral is given by the lending desk of the relevant financial institutions. For more detail, refer to
note t|.

Expenses
Expenses are recognised in profit or loss as incurred.

hapairmem

Financial assets that are measured at amortised cost are reviewed at each balance sheet date to
determine whether there is objective evidence of impairment. An impairment loss is recognised in
the statement of comprehensive income as the difference between the assel's carrying amount and the
present value of estimated future cash flows discounted at the financial asset's original effective
interest rate.

If in the subsequent period the amount of an impairment loss recognised on a financial assel camied
at amortised cost decreases and the decrease can be linked objectively 10 an event occwiring after the
write down, the decrease in impairment loss is reversed through the statement of comprehensive
income,

Creations and redemptions
Investors can acquire Satrix securities by trading on the JSE. These purchases will be made at the

current market price of the securities plus a brokerage fee that is negotiable with the broker and any
additional transaction costs applicable o such a trade.

13
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Satrix 40 Portfolio

Notes to the financial statements
for the year ended 31 December 2009 {continued i

2.13

2.14

215

216

Accounting policies (continued)
Creations and redemptions (continued)

The cash subscription price and the number of Satrix securities to be issued (o an investor for cash
will be determined by the amount which the investor invests (net of transaction costs) and will be a
function of the pro rata cost to the Portfolio of acquiring the underlying basket of securities.

Investors subscribing for Satrix 40 securities, by the delivery of one or more full baskets of
constituents sccurities, are obligated to subscribe for securities in blocks of | million Satrix
securities,

Investors may seil securities by trading on the JSE,

Security prices are-determined by reference to the net assets of the Portfolio divided by the number
of securities in issue. For security pricing purposes, net assets are determined using the last reported
trade price for sccurities. These prices may differ from the market price quoted on the JSE,

Redeemable securities

All redeemable securities issued by the scheme provide investors with the right to require redemption
for cash or in specie at the value proportionate o each investor's share. The securities are redeemable
at any time at the option of the security holder and are therefore classified as financial liabilities. The
fair value of redeemable securities is measured at the redemption amount that is payable (in cash and
sccurities representing each investor's equal, undivided and vested interest in the assets as a whole,
subject to liabilities, as defined by the Portfolio’s Trust Deed). In accordance with the Portfolio’s
Trust Deed and CISCA, the Portfolio is contractually obliged to redeern securitics at the net asset
value,

These securities have been designated as at fair valye through profit or loss as they eliminate an
accounting mismatch due to the underlying investments being classified as at fair value through
profit or loss.

Distriburions
In accordance with (he Portfotio's Trust Deed, the Portfolio distributes its distributable income and
any other amounts determincd by the Management Company, to security holders in cash. The

distributions are payable at the end of each quarter.

Distributions payable on redeemable securities are recognised in the statement of comprehensive
tncome as distributions when they are authorised.

Increase/decrease in net assets arrributable to security holders

Income not distributed is inctuded in net assets auributable to security holders,

14
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Satrix 40 Portfolio

Notes to the financial statements
Jor the year ended 31 December 2009 (continued)

217 Forthcoming requirements
Future amendments not early adopted in the 2009 annual financial statements
The following standards, amendments to standards, and interpretations, effective for the first time in
the future accounting period, and which are relevant to the Portfolio, have not been adopted for the

year ended 31 December 2009:

* Revised IAS 24: Related Party Disclosures - The changes introduced in the revised IAS 24,
include amendments to the definition of a related party and related party disclosure requirements
for by government-related entities.

* IFRS 9: Financial Instruments - [FRS 9 deals with classification and measurement of financial
assets and will replace the relevant sections of JAS 39,

i5
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Satrix 40 Portfolio

Notes to the financial statements
for the year ended 31 December 2009 (continited}

5.1

“n
b

3.3

2009 2008
R R
Trade and other reccivables
Interest receivable 53008 182 368
Securities lending fee receivable 601 963 261 412
Trade and other receivables 9421 522 3904 345
10076 493 4348 125

Frade and other receivables are of a high quality, therefore there are no trade and other receivables
that are past due or impaired. The carrying amount above represents the maximum exposure to credit
risk in respect of trade and other receivables.

Satrix 40 Index Securities
Satrix 40 securities in issue
Total securities in issue 253 491 9 226 491 99|

In terms of the Portfolio Trust Deed and CISCA, the Porifolio would be required to pay the net asset
value attributable to investors on redemption of securities.

Satrix 40 securities creations and liquidations

A total of 12 000 000 (2008: 10 000 000) Sairix 40 Index Securities were liquidated during the year at
a value of R274 724 780 (2008: R285 052 198). All liquidations were in specie.

A total of 39 000 000 (2008: 46 000 000) Satrix 40 Index Securities were created during the year at a

value of R764 325 298 (2008: R982 114 424). Net creations/(liquidations) amounted to R489 600 518
(2008: R697 062 226). All creations were in cash,

Distributions

The Portfolio effects quarterly distributions. All distributions are made out of income of the Satrix 40
Portfolio. The record dates are 3 April 2009, 26 June 2009, 25 September 2009 and 31 December

2009.

During the year under review the following distributions were effected per Satrix 40 Index Security —

2009 2008
R R
11.80 cents per security
Declared 27 March 2009 and paid 8 April 2009 27 316 055 -
16.03 cents per security
Declared 27 March 2008 and paid 7 May 2008 - 32 138 866

17
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Satrix 40 Portfolio
Notes to the financial statements

Jor the year ended 31 December 2009 {continued)

5, Satrix 40 Index Sccurities {continued)
5.3 Distributions (continued)

7.44 cents per security

Declared 19 June 2009 and paid 14 July 2009 19 678 204 -

I'1.80 cents per security

Declared 26 June 2008 and paid 11 July 2008 - 22 478 055

15.44 cents per security

Declared 17 September 2009 and paid 6 October 2009 40 991 963 ~

32.46 cents per security

Declared 25 September 2008 and paid 10 October 2008 ~ 63 456 700

4.72 cents per security 11964 822 -

Declared 23 December 2009 and paid 7 January 2010

9.64 cents per security

Declared 22 December 2008 and paid 8 January 2009 - 2| 833 828

Accrued income porlion of NAV (paid)/received on creation/

redemption of securities (3 494 314) {3393 343)
96 456 730 136 514 106

3.4 Total Expense Ratio ("TER"

The Satrix 40 Portfolio had a TER of 49.68 (2008: 45.59) basis points (0.4968%) (annualised)
(2008:0.4559%) for the period | January to 31 December 2009. The ratio is calculated based on the

ASISA standard and does not include the cost of acquiring asse(s.

Increased consumer demand for greater transparency in financial services and the recognition thereof
by the coliective investment industry requires Collective Investment Scheme (‘CIS’) managers to
calculate and publish a total expense ratic for each Portfolio under their management, This is a
requirement in terms of the Association for Savings and Investments SA ("ASISA") standard on the

calculation and publication of total expense ralios.

5.5  Actual Expense Ratio {("AER™)

The Satrix 40 Portfolio had an AER of 43.35 (2008; 34.65) basis points {0.4335%) (annualised)
(2008: 0.3465%) for 2009, as determined by the Management Company. The AER is calculated using
total management expenses of the Portfolio, including Manager and Portfolio expenses, less the
income derived from securities lending activities, The Portfolio engages in securities lending with the
sole aim of reducing the net expenses of managing the Satrix 40 Portfolio and in this way the income
from securities lending proves beneficial o all holders of participatory securities in the Satrix 40

Portfolio,

18
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| Satrix 40 Portfolio

Notes to the financial statements
for the year ended 31 December 2009 (contimeed)

5. Satrix 40 Securities (continyed)

5.6 Quarterly review of Satrix 40 Index Security Prices (cents per unit)

Quarter eneled
2009

31 March 2009

30 June 2009

30 September 2009
31 December 2009

2008
31 March 2008
30 June 2008

30 September 2008
31 December 2008

6.  Trade and other payables

Distribution dividends due to investors
Other trade and payables

High Low Close
2099 1610 1845
2180 1780 1980
2365 1944 2229
2525 2179 2503
2899 2185 2736
3170 2700 2 878
2865 2000 2154
2260 I 600 1 945

2008
R
11964 822 21 833 828
12 010 988 5647819
23975 810 27 481 647

Trade and other payable are short term in nature and settled in the ordinary course of business.

7. Investment income
Dividend income
Fee income: Securities fending
Interest income
Withholding tax received

8. Fair value adjustments, net of transaction costs

Financial assets and liabilities at fair value through profit or loss

Fair value adjustment on equities
Fair value adjustment on liabilities

Net fair value loss on financial instruments

9

120 811 863 153 107 598

4 657757 80182350

977 320 2018 98]

. 109 322

126 446 940 163 254 15]
1439220563 (1 300464 153)
(1442 908 832) 1 293 309 72|
(3 688 269) (7 154 432)
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for the year ended 31 December 2009 {contimeed)

10.

11.

Fair value adjustments, net of transaction costs (continued) 2009 2008
R R
Transaction costs included in fair value adjustments 1337 342 2610493

Management and administrative expenses
Management and administrative expenses include -

Management fee paid to Satriv Managers (Proprietary)

Limited 22203 893 16 393 306
Direct Portfolio expenses . 678 409 3220998
- Trustee and custodian fees 678 409 1 035317
~ Asset management fees ~ 2185681

The Management Company is enlitled to a service fee per accounting period equivalent to 50 (fifty)
basis points of the market value of the total assel in the Portfolio. The Management Company has
decided to waive a portion of these service fees in order to achieve efficient tracking of the FTSE/ISE
Top 40 Index,

Taxation

Any income, distributed or that wilf be distributed to participatory unit holders by way of a dividend
is exerpt from tax in the Portfolio and taxed in the hands of the participatory unit holders. Capital
gains and losses are disregarded,

Securities lending

The Manager of the Satrix 40 Portfolio is permitted to engage in securities lending in respect of the
sccurities held by the Satrix 40 Portfolio as envisaged in the offering circufar. CISCA also permits
securities lending in the Portfolio, subject to the lollowing limitations:

* Not more that 70% of the market value of all the securities in the Portfolio can be fent;

* The securities thal can be lent 1o one borrower are limited to 30% of the market value of all
securities in the Portfolio: and

* The Poritfolio’s exposure to credit risk is mitigated by the management company only accepting
the following minimum collateral in the form of;

105% Cash Deposil:

110% Bonds restricted to the top South African Banks and Government Bonds;
* 110% Money Market Instruments restricted to the top South African Banks and

Bonds: and/or

115% - 120% Equities.



bt
Satrix 40 Portfolio

Notes to the financial statements
Jor the year ended 31 December 2009 {continued}

11.

" Securities lending (continied)

At balance sheet date significant concentrations of credit risk existed as the Portfolio engaged in
significant lending with ABSA Bank Limited, First Rand Bank Limited. The Standard Bank of South

Africa Limited and Sanlam Investment Management (Proprietary) Limited.

The market value of securities lending exposures as al 31 December are as follows:

2009 2008
R R

Securities ont on loan
ABSA Bank Limited 702 547 931 28 359 101
First Rand Bank Limited 1034 554727 254 620232
‘The Standard Bank of South Africa Limited 249 935 64 125779
Sanlam Investment Management (Proprietary) Limited S78 012 115 348 469 953

2 315364708 695 575 065

The collateral security for the securities lending in the form of cash, bonds, equities and money

market instruments as at 31 December is as follows:

Collateral held on securities out on loan

30 060 648
267 400 000
70 249 791
398 911 595

ABSA Bank Limited 737 675 327
First Rand Bank Limited 1 086 300 000
The Standard Bank of South Africa Limited 270 680
Sanlam Investment Management (Proprictary} Limited 616 388 259

2 440 634 266

766 622 034

[

The maximum credit risk the Portfolio is exposed to is R2 315 364 708 (2008: R695 575 065) should

the borrowers default,
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12,

13.

2009 2008
R R

Cash utilised by operations
Change in net assets attributable to investors before tax 216 118 (2955439
Distributions 96 456 730 136514 106
Dividend income {120 811 863) (153 107 598)
Interest income (977 320) (2018981
Securities lending income (4 657 757) (8 018 250)
Fair value adjustiments, net of transaction costs 3 688 269 7154 432
Loss before dividends, interest and taxation (26 085 823) (22 431 730)
Adjusted for changes in working capital:
(Increase) decrease in trade and other receivables (5517 177) 39937 180
Increase/(decrease) in trade and other payables 6363 169 (41 504 656)

(25239 831) (23 999 206)

Related parties

Related parties include Satrix Managers (Proprietary) Limited in its capacity as the management
company of the Portfolio, . '

The foltowing related party balances and transactions occurred during the year:

2000 2008
R R
Management fee paid
— Satrix Managers (Proprictary) Limited 22 203 893 16 393 306

All related’ party transactions are conducted at arms length on normal commercial terms and
conditions.

Outstanding balances will be settled in the ordinary course of business.

o
I
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Satrix 40 Portfolio

Notes to the financial statements
Jor the year ended 31 December 2009 {comtinued)

14,

Risk analysis

Exposure to credit, index, investment, liquidity, market, operational and secondary trading risks arise
i the normal course of investment activities in listed index securities, The Portfolio's acceptance of
risk is directly attributable to the risks associated with any investment in equities.

The objectives for managing the risks associated with financial instruments held for investment
purposes as well as a brief description of the relevant risks and methods adopted to mitigate these
risks, are outlined in more detail below, The Satrix 40 Portfolio is an underlying portfolio of the
Satrix Collective Investment Scheme which is regulated by CISCA. In terms of the Act, the
Management Company must appoint a Trustee,

The Management Company monitors compliance in terms of the CISCA requirements and reports
are submitted to the FSB on a monthly basis. Capital adequacy requirements as required by CISCA
are maintained by the Management Company of the Portfolio.

Daily pricing of the Portfolio is publicly available.

The investment policy of the Portfolio is (o track the FTSE/ISE Top 40 Index as closely as possible,
by buying only FTSE/JSE Top 40 securities in the same weightings in which they are included in the
FTSE/ISE Top 40 Index and selling only securities which are excluded from the Index from time to
time as a result of Quarterly Index Reviews or corporate actions or which are required to be sold to
ensure that the Portfolio holds FTSE/JSE Top 40 securities in the same weightings as they are in the
FTSE/NSE Top 40 Index. However, the Portfolio shall also be entitled, at its discretion and only on a
temporary basis; to employ such other investment techniques and instruments as will most
effectively give effect to the object or investment policies of the Portfolio, The Portfolio will not be
managed according to traditional methods of analysis and investing judgement. The Portfolio shall
not buy or sell securities for trading purposes or for any purpose other than to track the FTSE/JISE
Top 40 Index as closely as.possible. As a further objective, the securities held by the Portfolio shalt
be managed to generate income for the benefit of investors, i.e. income is generated from scrip
lending activities which is applied (o reduce expenses and the related tracking error.

The Satrix 40 Portfolio will be adjusted as determined by the stipulations of the JSE's Index
caleulation methodology to conform to changes in the basket of securities comprising the relevant
Satrix Portfolio so as to substantially reflect the composition and weighting of the securitics
comprising the Index at all times.

It is recorded that the Portfolio's ability to replicate the price and yield performance of the FTSE/ISE
40 Index will be affected by the costs and expenses incurred by the Portfolio. Costs and expenses
may result in the Index not being replicated perfectly by the Portfolio.

The Portfolio has exposure to the following risks from its use of firancial instruments:
¢ Credit risk

¢ Index nisk

¢ Investment risk

s Liguidity risk

¢ Market risk

*  Operational risk

*  Secondary trading risk

The abovementioned risks have been addressed below in more detaif.
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for the year ended 31 December 2009 (continued)

14,

Risk analysis (continued)
Credir risk

The Portfolio's exposure to credit risk could be as a result of a counterparty to a transaction failing to
meet its contractual obligations. This could arise primarily from the Portfolio's investment and
securities lending activities.

In terms of CISCA, the Management Company may, subjecl to the requirements of section 85, lend
or offer to lend assets included in a portfolio within the limits or on the conditions determined by the
Portfolio’s Trust Deed. The Trustee of the Portfolio gives authority to the Management Company to
fend or offer to lend sccurities with a value not exceeding 70% of the market value of all securities
included in the Portfolio. The Management Company has engaged in securities lending in respect of
the securities held by the Port{olio on this basis.

In terms of the standard Portfolio Trust Deed, the Management Company may engage in securitics
lending under section 85 of CISCA subject to the following limits and conditions:

The securities lending must be beneficial to all investors:

¢ The Management Company may lend or offer to lend securities with a value not exceeding 70 %
of the market value of securities included in the Portfolio:

¢ The securities that may be lent to one borrower are limited in accordance with the limits
determined by the Registrar for the inclusion of money market instruments in the Portfolio;

*+ Coliateral security for the securities loaned must have an aggregate value that exceeds the market
value of the securities loaned by not less than five percent at all times and may only consist of

Cash; or
Other securities: or
A combination of cash and other securities,

* Securities may not be lent for a period longer than 12 months; and
¢ Securities may not be lent unless subject to a right of recall.

In terms of the securities iending agreements, it is the duty of the Management Company to take
defivery of the collateral assets, any appropriate instruments of transfer or instrument of title in
respect of the Service Level Agreement ( “SLA’). Collateral assets and instruments of transfer or title
are held on behalf of, and for the benefit of, the principal as represented by the Satrix 40 Portfolio.

The Portfolio could be exposed to credit risk to the extent that inadequate collateral is held on the
underlying assets. If a borrower fails to perform its obligations, the Portfolio may be unable 1o
recover the loaned securities. However, the Management Company only engages in securities
lending with A-rated financial institutions,

fndex risk
There is no assurance that the Index will continue (o be calculated and published on the same or
similar basis indefinitely. The index was created by the JSE as a measure of market performance and

not for the purposes of trading Portfolio Index securities. The past performance of the Index is not
hecessarily a guide to its future performance.
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14,

Risk analysis {continued)

The Index may be adjusted from time to time as a result of mergers, re-organisations, schemes of
arrangement or other corporate activity involving constituent companies. Any adjustments to the
Index will be implemented as determined from time to time in terms of the relevant Index
stipulations, for example, if a constituent company pays a special dividend.

The adjustments may require the removal of a constituent company from the Index and the
substitution thereof with a new constituent company while at the same time, if necessary, adjusting
the base level. The adjustments to the Portfolio will be made in such a way that the Portfolio will
remain substantially aligned with the Index level at ail times.

Investinent risk

There can be no assurance that the Portfolio will achieve its investment objectives of replicating the
price and yield performance of the FTSE/ISE Top 40 Index.

The following factors could impact negatively on the investment performance of the Portfolio:

* Certain costs and expenses incurred by the Portfolio could cause the underlying Portfolio to
mistrack against the Index:

¢ Temporary unavailability of securities in the secondary market or other extraordinary
circumstances could cause devialions from the exact weightings of the Index;

* In circumstances where securities comprising the Index are suspended from trading or other
market disruptions oceur, it may be impossible to rebalance the Portfolio of securities hield by the
Portfolio and this may lcad to a tracking error; and

* Misinterpretation of information on the calculation of the Index could result in mistracking of
the Index.

Liguidiry risk

Liqguidity risk is the risk that the Portfolio will not be able to meet its financial obligations towards
investors when they fall due.

The approach to managing liquidity risk is to ensure that the Portfolio would be able to pay suitable
distributions to investors on a quarterty basis. All dividend distributions are approved by the Trustee
and caleulated by the Management Company.

The Portfolio could also be exposed to liquidity risk in cases where insufficient liquidity on certain
securities is available to effect the necessary changes in Index constituents. The need to employ
alternative iInvestment lechniques would only arise in the event of 1 liquidity problem, for example,
if" it is not possible to acquire cerlain securities comprising the Index due to there being no sellers of
such securities.

[\
L
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14,

Risk analysis (contimeed)

Satrix Index securities are listed instruments, they are bought and sold on the JSE through a JSE
member. The participatory interest can be sold to the Management Company, which is obiiged to
buy them from (he investor,

Market makers wili atiempt to maintain a high degree of liquidity through continuously offering to
buy and selt Satrix participatory interests at prices around NAV of the participatory interest, thereby
ensuring tight buy and seil spreads. Under normal circumstances and conditions, the investor will be
able (o buy or selt Satrix securities from the market makers,

Market risk

Market risk exists where significant changes in equity prices will affect the value of the Portfolio’s
financial instruments. The investment mandate is that the Portfolio is passively managed and as a
result the management of market risk is not possible.

There is no guarantee that the Portfolio will achieve its investment objective of perfectly tracking the
Index.

The value of participatory interests and distributions payable by the Portfolio will rise and fall as the
capital values of the underlying securities housed in the Portfolio and the income flowing therefrom
fluctuate. Prospective investors should be prepared for the possibility that they may sustain a loss,

The Portfolio may not be able to perfectly replicate the performance of the Index because:

* The fund is liable for certain costs and expenses not taken into account in the caleulation of the
Index: or

* Certain Index constituents may become temporarily unavailable: or

*  Other extraordinary circumstances may result in a deviation from precise index weightings.

Operational risk

If shares in the underlying companies are suspended or cease wading for any reason, the suspended
shares will not be delivered 1o a holder exercising its right to take delivery of the underlying shares
until the suspension on the trading in respect of those shares is lified,

I the computer facilities or other facilities of the JSE malfunction, calculation and trading in the
Poitfolio Index securities may be suspended for a period of time.

Issues, redemiptions and adjustiments to rebalance the underlying Portfelio of shares in the Portfolio
could affect the value of the underlying shares constituting the Index and thereby atse having an
impact on the value of the Portfolio Index securities,
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Notes to the financial statements
Jor the year ended 31 December 2009 (continued)

4.

Risk analysis (cominued)
Secondary trading risk

There can be no guarantee that the Portfolio Index securities will remain listed on the JSE. Despite
the presence of market makers, the liquidity of the Portfolio index securities cannot be guaranteed,

The participatory interest may trade at a discount or premium to thejr NAV.

Any termination of a listing would be subject to the JSE’s listing requirements,

Sensitivity analysis

The price of a Satrix security is closely correlated to the movements in the Index. Any movement or
adjustment in the Index, or the underlying constituents of the Index, will have an impact on the price
of the security. At any point in time the market value of a Satrix security may be expected to reflect

17/1000th of the Index level, plus an amount which reflecis a pro rafa portion of any accrued
distribution amount within the Portfolio.
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