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PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 20121079215/08)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Audit Committee Report

1. Members of the Audit Committee
Name

B Harmse {Chairperson)

JRP Doidge

R Thanthony

The committee is satisfied that the members thereof have the required knowledge and experience as set out in Saction 94(5) of
the Companies Act of South Africa and Regulation 42 of the Companies Regulation, 2011,
2.  Meetings held by the Audit Committee

The audit committee performs the duties laid upon it by Section 94(7) of the Companles Act of South Africa as amended by
helding meetings with the key rofe players on a regular basis and by the unrestricled access granted to the external auditors.

The committee was formed in 2013 and held its first meeling on the 5 June 2013 during which it determined it's audit
commitiee charter and fulfilled its responsibilities in order to recommend approval of the company's audited annual financial
statements to the Board.

3. Independence of external auditors

The committee satisfied itself through enquiry that the external auditors are independent as defined by the Companies Act of
South Africa as amended and as per the siandards stipulated by the auditing profession. Requisite assurance was sought and
provided that internal governance processes within the firm support and demonstrate the claim to independence.

4.  Expertise and experience of finance function

ry records is done by Nedbank Secretariat, whilst accouniing is

"Administrator’). Nedbank Capital Transaction
Llmited.

The on-going secretarial administration of the company's statuto
managed by the Nedbank Gapital Finance Department {jointly hereinafter
Management is the professional administrator of Precinct Funding 1 {RF)

The committee satisfied itself that the compaosition, ex
requirements.

perience and skills set of the finance function met the company's

8.  Discharge of responsibilities and audited annual financial statements

Following the review by the committee of the audited annual financial statements of the company for the vear ended 31
December 2013 and based on the information provided to it, the commitiee considers that, in all material aspects, the company
complies with the provisions of the Companies Act 71 of 2008, as amendad, International Financial Reporting Standards, and
that the accounting policies applied are appropriate,

The committee fulfilted their responsibilities in compliance with the audit charter.

Following the review of the audited annuai financial statements, the
annual financlal statements for approval to the Board on 2 MA

commiltee recommended the company's 2013 audited
gcH 2014

The committee further concurred with the Board and mana
of the audited annual financial statements is appropriate.

On behalf of the Audit committee

Q
B{Harmss

Chairman Audit Committee

gement that the adoption of the going-concern status in preparation




PRECINCT FUNDING 1 (RF) LIMITED

{Reglsfration number 2012/079215106)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERICD ENDED 31 DECEMBER 2043

Directors’ Responsibilities and Approval

The directors are required in terms of the Companies Act of South Africa to maintain adequate accounting records and are
respensible for the content and integrity of the audited annual nancial statements and related financial information included in
this report. It Is their responsibility to ensure that the audited annual financial statements fairly present the state of affairs of the
company as at the end of the financial period and the results of Its operations and cash flows for the year then ended, in
conformily with International Financiai Reporting Standards. The external auditors are engaged to express an independent
opiion on the audiled annual financial statements.

The audited annual financial statements are prepared in accordance with International Financial Repeorting Standards and are
based upon appropriate accounting policies consistently applied and supported by reasonable and prudent judgements and
eslimates.

The directors ackinowledge that they are ultimately responsible for the system of internal financial control established by the
company and place considerable importance on maintaining a strong control environment. To enable the directors to meet
these responsibiliies, the board of directors sets standards for internal control aimed at reducing the risk of error or loss in a
cost effective manner. The standards include the proper delegation of responsibililies within a clearly defined framework,
effective accounting procedures and adequate segregation of dulies to ensure an acceptable level of risk. These controls are
rmonitored throughout the company and all employees are required 1o maintain the highest ethical standards in ensuring the
company's business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the company is on identifying, assessing, managing and monitoring ali known forms of risk across the
company. While operating risk cannot be fully eliminated, the company endeavours to minimise it by ensuring that appropriate
infrastructure, controls, systems and elhical behaviour are applied and managed within predetermined procedures and
constraints.

The directors are of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the finaneial records may be relied on for the preparation of the audited annual
financial statements. However, any system of internal financiat control can provide only reasonable, and not absolute,
assurance against material misstatement or loss.

The direclors have reviewed the company's cash flow forecast for the period to 31 December 2014 and, in the light of this
review and the current financial position, they are satisfied that the company has or has access to adequate resources o
continue In operational existence for the foreseeable future.

The external auditors are responsibla for independently auditing and reporting on the company's audited annual financial
statements. The audited annual financial statements have been examined by the company's external audilors and their report
is presented on page 5.

The audited annual financial statements set out on pages 6 to 26, which have been preparad on the going concern basis, were
approved by theoard of directors on 20 March 2014 and were iéned on its behalf by:

Q ¢ Ay e

iregfor~——" ~—~_ Director
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To the Shareholder of Precinct Funding 1 (RF) Limited

We have audited the annual financial statements of Precinct Funding 1 (RF) Limited, as set out on pages 8 to 26, which comprise the
statement of financial position as at 31 December 2013, and the slatement of comprehensive income, statement of changes in equity and
statement of cash flows for the period then ended, and the noles, comprising a summary of significant accounting policies and other
explanatory information.

Directors' Responsibility for the Annual Financial Statements

The company’s direclors are responsible for the preparation and fair presentation of these annual financial statements in accordance with
International Financial Reporling Standards, and requirements of the Companies Act of South Africa, and for such internal control as the
directors determine is necessary to enable the preparation of annual financial statements that are free from material misstatements, whether
due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these annual financial statements 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 obiain
reasonable assurance whether the annual financial statements are free from material misstatement.

An audit involves performing procedures to oblain audit evidence about the amounts and disclosures in the annual financial statements. The
procedures selected depend on the auditors’ judgement, including the assessment of the risks of material misstatement of the annual financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the annual financial statements in order to design audit procedures that are appropriate in the
circumslances, but not for the purpose of expressing an opinion on the effectiveness of the entily’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evalualing the overall presentation of the annual 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 annual financial statements present fairly, in all material respects, the financial position of Precinct Funding 1 (RF) Limited
as at 31 December 2013, and ils financial performance and its cash flows for the peried then ended in accordance with International Financial
Reporling Slandards, and the requirements of the Companies Act of South Africa.

Other reports required by the Companies Act

As part of our audit of the annual financial statements for the period ended 31 December 2013, we have read the Direclors’ Report and the
Audit Commiltee's Report for the purpose of identifying whether there are material inconsistencies between these reports and the annual
financial statements. These reports are the responsibility of the respective preparers. Based on reading these reports we have not identified
material inconsistencies between these reports and the annual financial stalements, However, we have not audited ihese reports and
accordingly do not express an opinion on these reports.

mo‘-’r\‘t_ i (T;u..b\\_L

Deloitte & Touche

Registered Auditors
Per: Stephen Munro
Partner

20 March 2014

ing Officer GM Pinnock Audit
ts & Industries

Afulllist of partners and directors is avalable on request 5
B-BBEE rating: Level 2 contributor in terms of the Chartered Accountancy Profession Sector Code

Member of Deloitte Touche Tohmatsu Limited




PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 2012/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Directors' Report

The direclors have pleasure in submilting their report on the audited annual financial statlemeants of Precinct Funding 1 (RF)
Limited for the period ended 31 December 2013,

1.  Incorporation

The company was incorporated in the name of Bowwood and Main No 9 (Propriefary) Limted on 04 May 2012 and oblained its
cerlificate to commence business on the same day.

On 14 May 2012 the company's name was amended from Bowwood and Main No 9 (Proprietary) Limted to Precinc Funding 1
(RF) Limited, with the company being converted from a private to a public company and the Memorandum of Incorporation was
replaced with an entirely new one.

On 11 September 2013, the company changed its financial year end from the end of February each year {o the end of
December each year,

2. Nature of business

Precinct Funding 1 (RF) Limited is a securilisation special purpase vehicle thatl acquires the rights, title, interest and related
security of commercial and refail property loans from Nedbank Limited under segregated series medium term note programme.
These assets are funded through the issuance of medium term secured floating rate notes {o investors in the South African
capital markets.

3. Review of financial results and activities

The Company was incorporated in May 2012. Upon listing of the medium term secured floating rate notes on the JSE on

27 March 2013, the Company issued notes to the pubiic and commenced trading. Note holders are paid interest on a Guarterly
basis via priorily of payments.

The audiled annual financial siatements have been prepared in accordance with Iniernational Financial Reporting Standards
and the requirements of the Companies Act of South Africa. Full details of the financial position, resuits of operations and cash
flows of the company are set oul in these audited annual financial statements.

As at 31 December 2013 there was a breach in one of the porifolio covenants per the offering circular. The breach pertains to
covenant 8.5 whereby the aggregate principal balances of loan agreements to any one borrower should not exceed 3.75% of
the aggregate principal balances of the loan agreements in the loan portfolio. This is currently being addressed by
management to resolve the noted non-compliance.

4.  Share capital

Refer to nofe 8 of the audited annual financial statements for detail of the authorised and Issued share capital.

5. Directorate

The directors in office during the year and at the date of this report are as follows:

Directors Changes

RC Hayne

JRP Doidge Appointed 07 February 2013
R Thanthony Appointed 07 February 2013
B Harmse

J Wandrag Resigned 07 February 2013

No material contracts involving directors’ interest were entered inlo in the current year {no contracts: February 2013).
6. Interest of directors and officers

The directors and officers have no interests in the company.

7. Holding company

The company's holding company is The Securitisation issuer Owner Trust which helds 100% (February 2013: 100%) of the
company's equily. The Securitisation Issuer Owner Trust is incorporated in South Africa.
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PRECINCT FUNDING 1 (RF) LIMITED

{(Registration number 2012/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Directors' Report

8. Events after the reporting period

There are no events after the reporting date requiring amendment to or disclosure in the annual financial slalements,
9.  Secretary

The company secretary is Nedgroup Secretariat Services (Proprietary) Limited.

Postal address
PO Box 1144
Johannesburg
2000

Business address
135 Rivonia Road
Sandown
Sandton
2186

10. Controlling entity

The Securitisalion Issuer Owner Trust holds 100% of the issued ordinary shares of Precincl Funding 1 (RF) Limited. Nedbank
Limited holds the fssued cumulative redeemable preference share.

In terms of IFRS10 - consolidated financial statements, an enlity is consolidated when it is controlled by an investor. Control is
achieved when the investor is exposed, or has rights to, variable returns from its involvement with the investee and has the
ability to alect those returns through its power over the investee.

Specifically, an investor confrols an invesles if and only if the invesior has:- power over the investee {i.e. existing rights that
give it the current ability 1o direct the relevant activilies of the inveslee); exposure, or rights, to variable returns from its
involvement with the investee; and the ability to use its power over the investee 1o affect ils relurns,

In terms of IFRS10, the company is regarded to be conirolled by Nedbank Limited and is consolidated in Nedbank Limited's
annual financial statements. Nedbank Limited is incorporated in South Africa.

1. Audit committee
An audit committee has bean appointed and meelings were held on 26 Movember 2013 and 10 March 2014,
12. Social and ethics committee

An application for the exemption from the requirement to appoint a Social and Ethics Commitiee has baen submitted and await
approval.




PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 2042/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Statement of Financial Position as at 31 December 2013

31 December 28 February

2013 2013
Note(s) R R
Assets
Non-Current Assets
Deferred fax 4 1,023,849 -
Current Assets
Loan to Nedbank Limited 3 1,953,460,811 “
Trade and other receivables 5 100 100
Cash and cash equivalents 8 599,002,221 -
2,552,463,132 100
Total Assets 2,553,486,681 100
Equity and Liabilities
Equity
Share capital 8 100 100
Retlained income 1,106,161 -
1,106,261 100
Liabilities
Non-Current Liabilities
Long term debt instruments 7 2,650,648 632 -
Current Liabilities
Current tax payable 1,483,722 -
Trade and other payables 9 380,066 -
1,833,788 -
Total Liabilities 2,652,380,420 -
Total Equity and Liabilities 2,553,486,681 100




PRECINCT FUNDING 1 (RF) LIMITED

{Registration number 2012/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Statement of Comprehensive Income

10 months 10 months
ended ended
31 December 28 February
2013 2013
Note(s) R R

Interest income 10 161,706,256

Interest expense 11 (143,365,206}

Net interest income 8,341,050

Other income 12 740,980

Operating expenses 13 (1,822,384)

Operating profit 7,259,656

Net {oss on financial instruments 14 (6,723,322)

Profit before taxation 1,636,334

Taxation 15 (430,173) -

Profit for the period 1,106,161

Other comprehensive income -

Total comprehensive income for the period 1,106,161




PRECINCT FUNDING 1 (RF) LIMITED

{Registration number 2012/079215/086)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Statement of Changes in Equity

Share capital Retained Total equity
income
R R R

Balance at 04 May 2042 - - .
Total comprehensive income for the period - - -
Issue of shares 100 - 100
Total contributions by and distributions to owners of company 100 - 100
recoghised directly in equity

Balance at 01 March 2013 100 - 100
Profit for the period - 1,106,161 1,108,161
Other comprehensive income - - -
Total comprehensive income for the period - 1,106,161 1,106,161
Balance at 31 December 2013 100 1,106,161 1,106,281

Note(s) B
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PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 2012/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Statement of Cash Flows

‘0 months 10 monihs
ended © ended
31 December 28 February
2013 2013
Note(s) R R
Cash flows from operating activities
Cash generaled from/(utifised in) operations 16 7,639,722 {100}
Movement in impairments of financial instruments (6,723,322} -
Net cash from operating activities 1,916,400 {100)
Cash flows from investing activities
Increase in loan to Nedbank Limited (1,853,460,811) -
Net cash from investing activities {1,953,460,811) -
Cash flows from financing activities
Proceeds on issue of shares 8 - 100
Increase in long term debt instruments 2,560,546,632 -
Net cash from financing activities 2,550,546,632 100
Total eash movement for the period 589,002,221 -

Total cash at end of the period 6 599,002,221 -

11




PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 2012/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Accounting Policies

1. Presentation of audited annual financial statements

The audited annual financial statements have been prepared in accordance with International Financial Reporling
Standards, and the Companies Act of South Africa. The audited annual financial statements have been prepared on the

historical cost basis, and incorporate the principal accounting policies set out below. They are presented in South African
Rands.

These accounting policies are consistent with the previous period.
1.1 Financial instruments
Classification

Financial instruments, as reflected on the statement of financial position, include all financial assets and financial liabilites,
including derivative instruments, but exclude deferred taxation and taxation payable/receivable. Financial instruments are
accounled for under IAS 32 Financial Instruments: Presentation and IAS 39 Financial Instruments: Recognition and
Measurement. The company does not apply hedge accounting. This accounting policy should be read in conjunclion with
the classified statement of financial position in note 19.

Initial recognition and measurement

Financial instruments are recognised on the statement of financial position when the company becomes a parly to the
contractual provisions of a financial instrument. All purchases of financial assets that require delivery within the time frame
established by regulation or market convention (‘reqular way' purchases) are recognised at trade date, which is the trade
date on which the company commits to purchase the asset. The liability to pay for 'regular way' purchases of financial
assets is recognised on trade date, which is when the company becomes a party to the contractual provisions of the
financial instrument. Contracts that require or permit net settlement of the change in the value of the contract are not
considered 'regular way' contracts and are treated as derivatives between the trade and settlement of the contract.

Financial instruments are initially recognised at fair value plus, in the case of a financial asset or financial liability not at fair
value through profit and loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset
or financial liability.

Subsequent measurement

Subsequent to initial measurement, financial instruments are either measured at fair value or amorlised cost, depending on
their classification.

Financial instruments at fair value through profit or loss.

Financial assets at fair value through profit or loss consist of instruments that the company has elected, on initial
recognition date, to designate as at fair value through profit or loss. The designation of these financial assets at fair value
through profit and loss eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise
arise from using different bases to measure and recognise the gains and losses of these financial assets.

financial assets at fair value through profit or loss are measured at fair value, with fair value gains and losses (excluding
interest income and interest expense calculated on the amortised-cost basis relating to interest-bearing instruments that
have been designated as at fair value through profit or loss) reported in non-interest revenue as they arise. Interest income
and interest expense calculated on the amortised-cost basis are reported in interest income and expense.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
aclive market, other than those classified by the company as at fair value through profit or loss. Financial assels classified
as loans and receivables are carried at amortised cost, with interest income recognised in profit or loss,

Financial liabilities

All financial liabilities are classified as non-trading liabilities and are measured at amortised cost.

12



PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 2012/079215/06)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Accounting Policies

1.1 Financial instruments (continued)
Cash and cash equivalents

For the purpose of the statement of cash flows, cash includes cash on hand, other cash and cash equivalents, redraw
reserve and liquidity reserve.

1.2 Tax
Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expecled to be paid to
(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax liability
arises from the initial recognition of an asset or liability in a transaction which at the time of the transaclion, affects neither
accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable profit will
be available against which the deductible temporary difference can be utilised. A deferred tax asset is not recognised when it
arises from the initial recognition of an asset or liability in a transaction at the time of the transaction, affects neither accounting
profit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is probable that future
taxable profit will be available against which the unused tax losses can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or subslantively enacted by the
end of the reporting period.

1.3 Impairment of financial assets

The company assesses at each end of the reporting period whether there is any indication that a financial asset or group of
financial assets may be impaired. A financial asset is impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a
loss event) and that loss event has (or events have) an impact on the estimaled future cashflows of the financial asset that
can be reliably estimated.

Objective evidence that a financial asset is impaired includes observable data that comes 1o the altention of the company
about the following loss events:
° significant financial difficulty of the issuer or obligor;
o a breach of contract, such as a default or delinquency in interest or principal payments;
o the group, for economic or legal reasons relating to the borrower's financial difficully, granting to the borrower a
concession that the group would not otherwise consider;
° it becoming probable that the borrower will enter bankrupicy or other financial reorganisation:
° the disappearance of an active market for that financial asset because of financial difficulties, or
° observable data indicating that there is a measurable decrease in the estimated fulure cashflows from a group of
financial assets since the initial recognition of those assets, although the decrease cannol yel be identified with
the individual financial assets in the including: a) adverse changes in the payment sialus of borrowers, or b)
national or local economic conditions that correlate with defaults on the assets.

1.4 Contingencies and commitments
Transactions are classified as contingencies where the company's obligations depend on uncertain future evenis. ltems

are classified as commitments where the company commits itself to future transactions or if the items will resull in the
acquisition of assets.

13



PRECINCT FUNDING 1 (RF) LIMITED

{Registration number 2012/079215/08)
AUDITED ANNUAL FINANGIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Accounting Policies

1.5 Measurement basis of financial instruments
Amortised cost

Amortised cost of financial assets and financial liabilities are measured at fair value plus transaction costs on initial
recognition, plus or minus the cumulative amordisation using the effective interest rale method of any difference between
that inifial amount and the maturily amount, less any cumulative impairment losses,

Fair value

Transaction costs directly aliributable to financial assels and financial liabililies other than those at fair value through profit
or foss are included in the initial fair value of these instruments. The best evidence of the fair value of a financial asset or
financial liability at initial recognition is the transaction price, unless the fair value of the instrument is evidenced by
comparison with olher current observable market transactions in the same instrument or based on a valuation {echnigue
whose variables include only observable matket data.

Where quoted market prices or rates are available, such market data is used o determine the fair value of financial assets
and financial liabilities that are measured at fair value. The bid price is used o measure financial assets held.

H quoted bid prices are unavailable, the fair value of financial assets and financial liabilities is estimated using pricing
modefs or discounted cashflow techniques. Where discounted cashflow techniques are used, estimated future cashftows
are based on management's best estimales and the discount rate used is a market-related rate at the reporting date for an
instrument with similar terms and conditions. Where pricing models are used, inputs are based on market-related measures
(prices from observable current market transactions in the same instrument without modification or other observable market
data) at the reporting dale.

1.6 Derecognition

The company derecognises a financial asset or parl of a financial asset when, and only when, the contraciual rights to the
cashilows arising from the financial asset have expired; or it fransfers the financial assed, including substantially all the risks
and rewards of ownership of the asset; or il transfers the financial asset, neither retaining nor fransferring substantially all
the risks and rewards of ownership of the asset, but no longer retains controf of the asset.

A financial liability is derecognised when, and only when, the liability is extinguished, L.e. when the obligation specified in the
contract is discharged, cancelled or has expired. The difference between the carrying amount of a financial asset or
financial liabilily (or part thereof) that is derecognised and the consideration pald or received, including any non-cash assets
transferred or liabilities assumed, is recognised in profil or foss for the year.

1.7 Interestincome and expense

interest income and expense are recognised in profit or foss using the effective-interest-rate method taking into account the
expected timing and amount of cashflows. The effective inferest rate method is a method of calculating the amorlised cost
of a financial asset or financial liability and of allocating the interest income or interest expense over the relevant year.
Interest income and expense include the amorisation of any discount or premium or other differences belween the iniial
carrying amount of an interest bearing instrument and its amount at maturity calculated on an effective interest rale basis.

1.8 Use of estimates and key management assumptions

The company's policy regarding the credit impairment of loans and advances is aligned with that of Nedbank Limiled. In
terms of this policy an incurred-loss approach is adopted. Impairment fosses are incurred only if there is objeclive evidence
of impairment as a result of one or more past events that has occurred since inilial recognition. This necessitates the
esiablishment of impairment triggers on the accurrence of which an impairment loss may be recognised.

Credit impairment is based on discounied esfimaled future cashflows on an asset or group of assets, where such objective
evidence of impairment exists. The discount rate used lo calculate the recoverable amount excludes consideration of any
anficipated fulure credit losses.
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PRECINCT FUNDING 1 (RF) LIMITED

(Registration number 2012/079215/08)
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2013

Notes to the Audited Annual Financial Statements

10 moenths 10 months
ended 31 ended 28
December February
2013 2013
R R

2. New Standards and Interpretations
2.1 Standards and inferpretations effective and adopted in the current period

In the current period, the company has adopted the following standards and interpretations that are effective for ihe current
financial period and that are relevant o its operalions:

Standard/ Interpretation: Effective date:
Years beginning on or
after
s IFRS 10 Consolidated Financial Statements 01 January 2013

2.2 Standards and interpretations not yet effective

The company has chasen not to early adopt the following standards and interpretations, which have been published and
are mandatory for the company's accounling periods beginning on or after 01 January 2014 or later periods:

Standard! Interpretation: Effective date:
Years beginning on or
after
1 RS 9 Financial Instruments 01 January 2015
» Offsetting Financial Assets and Financial Liabilities (1 January 2014

(Amendments o 1AS 32)
3. lLoan to Nedbank Limited
Holding company

Loan to Nedbank Limited (at amortised cost) 1,958,184,133 -

1,059,184 ,133 -
Impairment (6,723,322) -

1,953,460,811 -

The loan {o Nedbank Limited represents an amount owed to Precincl Funding 1 {(RF} Limited by Nedbank Limiled. This
loan is backed by commercial and retail properly loans, which did not achieve derecegnition from Nedbank Limited's
slatement of financial position, in terms of derecognition principles set out in I1AS 39 Financial instruments: Recognition and
Measurement, following the legal sale of stich foans by Nedbank Limited lo Precinct Funding 1 (RF) Limited. As a result,
the fransaction has been presented, for accounting purposes, as a Loan to Nedbank Limited as opposed fo commercial and
retail property loans themselves, given that derecognition of such loans was not achleved by Nedbank Limited. See
analysis of pool of loans in note 20.

4. Deferred tax
Deferred tax asset

Deferred tax - impairments _ 1,023,549 -

Deferred tax asset 1,023,540 -

5.  Trade and other receivables

Trade receivables 100 100
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10 months 10 months
ended 31 ended 28
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2013 2013
R R

6. Cash and cash equivalents

Cash and cash equivalents consists of:

Redraw reserve 203,373,481

Liquidity reserve 156,754,908

Cash on hand 119,756,291

Other cash and cash equivalents 119,117,541

7.  Lengterm debt instruments

The long term debt instruments consist of the following:

Listed - External
Class At notes
Class A2 notes
Class A3 notes
Class B noles

Listed - Internal
Class Al notes
Class A2 notes
Class C notes
Class D notes

Heading

Listed - External
Listed - Internal
Subordinated loan

509,002,221

353,868,397
480,406,931
606,925,973
303,665,836

1,744,762,137

202,205,370

75,853,726
101,343,008
126,723,300

506,125,582

1,744,762 137
806,125,582
299,658,913

2,550,546,632

The noles are secured floating rale notes, backed by commercial and retail loans purchased from Nedbank Limited, and
have a maturily date of 27 March 2028. The notes bear inlerest at the 3 month JIBAR pius a specified margin resetting
auarlerly on the 27 January, April, July, October. Inerest is settled quarlerly on these interest payment dates.

Margin over 3-month Jibar

. Class A1 notes 1.06%
° Class A2 notes 1.25%
. Class A3 notes 1.34%
. Class B notes 1.54%
° Class C notes 2.40%
e Class D niotes 2.680%

The 3-month JIBAR applicable 1o {he notes in issue at year end was 5.142%
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ended 31 ended 28
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2013 2013
R R
B.  Share capital
Authorised
1 000 Crdinary no par value shares
100 Cumulative redeemable preference shares of R0.01 each
{ssued
100 Ordinary no par value shares 100 100
1 Cumulative redeemable preference share of R0.01 each - -
1060 100

During the current period 100 cumulative redeemable preference shares of R0.01 each were authorised. In March 2013,

1 cumulative redeemable preference share was issued to Nedbank Limited.

9. Trade and other payables

Trade payables 303,001
VAT 77,065
380,066

18, interestincome

Interest on advances 80,866,999
Interest on intercompany assels 70,839,257
' 151,706,256

11. Interest expense

External noles 85,063,986
Internat notes (A1 and A2) 13,167,247
Internal notes (G and D} 13,200,873
Subordinated loan 31,833,000

143,365,206

12. Other income

Raising fees 252,500
Administration and management fees 235,212
Other income ‘ 86,248
Sundry Interest 167,030

740,890

13. Operating expenses

Audit fees 303,000
Administration fees 285,000
Service fees 1,095,336
Other fees 139,048

1,822,384
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2013 2013
R R
14, Net loss on financial instruments
Specific impairments (049,281} -
Porifolio impairmenis (4,874,041) -
(5,723,322) -
15. Taxation
Major components of the tax expense
Current
Local income tax - current period 1,453,722 -
Deferred
Deferred tax - impairments (1,023,549} -
430,173 -
Reconciliation of the tax expense
Reconciliation between accounting profit and tax expense.
Accounting profil 1,636,334 -
Tax at the applicable tax rate of 28% (February 2013; 28%) 430,173 -
16. Cash generated from/(utilised in) operations
Profit before taxation 1,536,334 -
Adjustments for:
Movement in impairments of finacial instruments 5,723,322 -
Changes in working capital:
Trade and other receivables - (100}
Trade and other payables 380,086 -
7,639,722 (100)

17. Risk management
Financial risk management

fn common with all other businesses, the company is exposed to financial risks. These risks are managed as part of the
normal operations of the company and the board of directors oversees the effectivenass of risk management. In addition,
the duties of the Audit, Risk and Compliance Commiltee of Nedbank Limited encompass the activities of the company. The
more important financial risks to which the company is exposed are described below:
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17. Risk management (continuec}
Liguidity risk

The company's risk to liquidity is a result of the funds available 1o cover future commitments. The company manages
liquidiity risk through an ongoing review of fulure commitments and credit facilities.

At 31 December 2013 Less than 1 Between 1 More than § Non Total
year and 5 years years Determinable
Long term debt instruments - - (2,650,546,632) - (2,550,546,632)
Current tax (1,453,722) - - - (1,453,722)
Trade and other payables (380,066) - - - {380,0656)
(1,833,788) - (2,550,546,632) ~ (2,652,380,420)

The contractual maturity of the tong term debt instruments Is 27 March 2028.

The liquidity and interest rate risk of Precinet Funding 1 (RF) Limited is managed by Nedbank Assets and Liabllities
Commiltee (ALCO) which meets monthly and reports quarterly to the Board Risk Commitiee,

Market risk

The company's activities expose it primarily fo financial risks of changes in interest rates. The company seeks to minimise
the effects of interest rate risks by using the derivalive financial instruments, The use of financial derivative is governed by
the company’s policies approved by the board of direclors, which provide writlen principles relating to interest rate risk and
the use of financial derivative and non-derivative financial instrumenis. The company does not enter into or trade financial
instruments, including derivative financial instruments, for speculative purposes.

Interest rate risk

The company's activilies expose it primarily to financial risks of differences in the base interest rate. The interest rate risk is
monitored by management on a regular basis. The risk is minimized through the set interest rate margins on the JBAR
linked issued notes per the JSE Final Offering Circutar. The company does not enler into or trade financial instruments,
including derivative financial instruments, for speculative purposes.

Credit risk

Credit risk refers to the risk that a counterpary will defaull on its contractual obligations resulling in financial loss to the
company. The company makes use of an internal risk management policy (credit committee approval policy), and utilises
the Nedbank Group credit risk monitoring process (Credit Approval Policy of Nedbank Limited) 1o govern lending activilies
to external parties, The company only transacls with creditworthy counterparties. In addition financial assels may only be
infreduced into the program provided they meet certain Eligibility Criteria prescribed by {he programme agreements,

The primary measures used to identify, monitor and report on the level of exposure to credit risk in the group are: individual
loan and loan portfolio ageing and performance analysis, analysis of impairment adequacy ratios, analysis of toss ratio
trends and analysis of loan portfolio profitabilily.

The company’s maximum o credil exposure to credil risk in respect of the mortgage loans is the balance of outstanding
advances before taking into account the value of collateral held as securily against such exposures and impairments raised
{2013: Rt 953 460 811). The collateral held as security for the morlgage asset expostires is in the form of first indemnity
bonds over fixed commercial property. An analysis of the exposure to and ageing of the morlgage assets exposure is
presented in note 21,
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17. Risk management (continued)

Operational risk

Operational risk is the risk of direct or indirect losses arising from inadequate or failed internal processes, employees and
technology, and from external events. One of the core objectives of the company is to establish and instil a culture of
control, compliance and risk consciousness appropriate to its business. In terms of the transaction documents applicable to
the company, all these functions are outsourced to Nedbank Limited.

18, Related parties

All transactions with related parties are conducted at arm's length. Nedbank Limited provides administration services, the
liquidity facility, the credit enhancement facility and all other related services.

The following significant transactions were entered into belween Precinct Funding 1 (RF) Limited and the following related
parlies. All of these transactions were entered into in the normal course of business and are market-related.

Related party balances

Nedbank Capital: Synthesis Funding Limited [Due from / (to)]

Notes A1
Notes A2

Nedbank Limited [Due from / (to)]
Loan to Nedbank

Cash and cash equivalents

Notes C

Notes D

Subordinated loan

The Securitisation Issuer Owner Trust
Trade receivables

Related party transactions

Interest paid to (received from) related parties
Loan to Nedbank Limiled

Nedbank Limited - Intercompany

Internal notes (A1 and A2)

Internal notes (C and D)

Subordinated loan

Administration fees paid to related parties
Nedbank Limited

Services fees paid to related parties
Nedbank Limited

Other fees paid to related parties
Nedbank Limited

(202,205,370)
(75,853,726)

1,053,460,811
599,002,221
(101,343,096)
(126,723,390)
(299,658,913)

100

(80,866,999)
(70,839,257)
13,167,247
13,200,973
31,933,000

285,000

1,095,366

139,048

100
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18. Contingencies and commitments
The company has undrawn facilities of R2 735 584 {IFebruary 2013: nil) at the reporting date.

The Securitisation Security SPV Owner Trust has a limiled recourse guaranteed in favour of noteholders and secured
creditors. The company has indemnified the Securilisation Security SPV Owner Trust in respect of claims made under the
guarantee, As security for such indemnilies, the company has ceded in securily the assets to the Precinct Funding 1 (RF)
Limited.
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21. Analysis - Loan to Nedbank Limited

Alt properly loans assigned fo Precingl Funding 1 (RF) Limited at 39 December 2013 had a maximum maturity of 25 years.
The analysis of these foans is a follows:

Classification of property loans

Neither past due nor impaired 1,805,637,160 -
Past due but not impaired 42,146,727 -
Default - no impairment 5,650,142 -
Default - impaired 5,750,005 -

1,8508,184,133 -

Age analysis of past due but not impaired
< 30 days 42,148,727 -
31 < 80 days - -

42,146,727 -

Credit quality of neither past due nor impaired

NGR 1-12 733,262,965 -
NGR 13-20 1,172,374,204 -
NGR 21-25 - -

1,805,837,168 -

Credit quality of past due but not impaired
NGR 1-12 - -
NGR 13-20 -
NGR 21-25 42,148,727 -

42,146,727 -

NGR 1-12 represents borrowers who demonstrate a strong capacily io meet financial obligations and who have a negligible
of low probability of default.

NGR 13-20 represents borrowers who demonstrate a salisfactory abilily to meet financial obligations and who have a fow or
maderate prohability of default,

NGR 21-25 represents borrowers who are of higher risk. However the borrower has not defaulied and is continuing to
make repayments.

Analysis of impairments - 2043 Specific Portfolio Total
R R
Staterent of comprehensive income - charge 849,281 4,874,041 5,723,322

Loans and advances are in certain circumstances renegotiated in response {o an adverse change in the circumstances of
the borrower.

Actlivities and concessions typical of renegotiating loans include, amongsi others, extended payment arrangements or
modificalion of the terms of the loan/advance, pending a change in circumstances of the client. Following restructuring of a
loan, an overdue account is usually monitored for a further periad of time, until management is confident that the account
has been rehabilitated, before reselting the siatus of the account to ‘current’.
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