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Corporate Governance Report

Precinct Funding 1 (RF) Limited (the Company) is, as far as praclically possible given the special purpose nature of the Company, fully
commilted to the principles of the Code of Corporate Practices and Conduct (the Code) as set out in the King lll Report on Corporate
Governance.

In supporting the Code, the directors recognise the need to govern the Company with integrity and in accordance with the generally accepted
corporate praclices.

The Company is a special purpose public company and is a subsidiary of The Securilisation Issuer Owner Trust. The Company has no
employees and its management is outsourced to Nedbank Limited, acting through its Nedbank Capital Transaction Management division.

In the context of the above, Ihe directors of the Company are of the opinion that the Company has complied with the principles and
recommendations of the Code, in all material respects, with regards to the period under review.

1. Board of directors
The board consists of the following directors;
® Independent non-execulive directors (three)

. Non-execulive director (one)

The board has the following commillee:
o Audit Commiltee

A Social and elhics committee was formed on 29 February 2016. The first meeting of the commiltee took place on 8 March 2016.

2.  Compliance with King lll

The company endeavours at all times to apply the principles of the King Code of Governance Principles for SA (King Ill Code/King 11I) in such a
way that these requirements are met. For the period under review the board indicated that it was salisfied with the way in which the company

applied the recommendations of King Ill, or put alternative measures in place where necessary.

In terms of the JSE Debt Lislings Requiremenls, the company has complied with the King Ill Code, and is required Lo provide an explanalion of
which principles are not applied along with reasons for non-application. At 31 December 2015 the company did not apply the below principles.

Principles not applied Reasons for Non-application

The board of directors does not have a A board charter is currenlly being produced and it will be adopted in 2016,

board charler.

The board should appoint the Chief The company is a ring fenced special purpose securitisation vehicle. All its services
Execulive Officer (CEQ). are oulsourced to Nedbank Ltd and the company has no employees. Therefore

it is not necessary for the board o appeint a CEO.

Evaluations of the board have not been An evalualtion of the Board will be performed in 2016.
performed every year.

The board of directors does not delegate The company is a ring fenced special purpose securitisation vehicle. All its services
its functions to a risk, nemination or are oulsourced lo Nedbank Ltd and the company has no employees. Therefore
remuneration commillee. it is not necessary for the company to have a remuneration commiltee. All services

performed by Nedbank Lid are subject to Nedbank's Risk Commillee as well as
other Governance Committees within Nedbank.

3. Independent advice
A director or any member of a board committee may, if necessary, take independent professional advise at the expense of the Company.
4. Company secretary

All directors have access to the advice and services of the Company secretary, who provides guidance to the board as a whole and to
individual directors with regard to how their responsibililies should be discharged in the best interest of the Company.

5.  Audit committee

The board has concluded that the audit commillee has fulfilled ils respensibilities for the year under review in compliance with its terms of
reference and statutory requirements.
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Corporate Governance Report

6. Remuneration philosophy

The company is a special purpose vehicle which does not employ any employees and no remuneration is paid. The independent non-
execulive direclors are provided by TMF Corporale Services (South Africa) Proprietary Limited and its fee for providing the service is agreed
with Nedbank Limited, acling through ils Nedbank Capilal Transaction Management division.

7. Integrated sustainability reporting and disclosure

As a special purpose Company, the Company does not play an aclive role where the environment and the communily is involved, therefore the
integrated sustainability report will not form part of the annual financial statements.

8. Fundamental and affected transactions

The Company does not conduct business with entities in which its directors have an inlerest. Directors are required to declare their
directorships in other companies on an annual basis.
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Audit Committee Report

1.  Members of the Audit Committee

The members of the audit commillee are all independent non-executive directors of the company and include:

Name

BJ Korb Appointed 9 June 2016
JRP Doidge

R Thanthony (Chairperson)

B Harmse Resigned 9 June 2016

The commillee is salisfied that the members thereof have the required knowledge and experience as set out in Section 94(5) of the Companies
Act of Soulh Africa and Regulalion 42 of the Companies Regulalion, 2011,

2. Meetings held by the Audit Committee

The audit commiltee performed Lhe duties laid upon it by Section 94(7) of the Companies Act of South Africa by holding meetings wilh the key
role players on a regular basis and by the unrestricted access granted to ihe external auditors.

Two meelings were held in 2015. The first meeting was held on 23 March 2015 during which the audited annual financial statements were
approved by the board. The second meeling was held on 10 November 2015.

On 08 March 2016 the audit commiltee met in order to fulfill its responsibilities in order to recommend approval of the Company's audited
annual financial statements to the Board.

3. Independence of external auditors
The commillee salisfied itself through enquiry that the external auditors are independent as defined by the Companies Act of South Africa and
as per the standards stipulated by the auditing profession. Requisite assurance was scught and provided in accordance with the Companies

Act of South Africa that internal governance processes within the firm support and demonstrate the claim to independence.

The audit commiltee in consultalion wilh executive management, agreed to the terms of the engagement. The audit fee for the external audit
has been considered and approved taking into consideralion such factors as the timing of the audit, the extent of the work required and the
scope.

4. Expertise and experience of finance function

The on-going secrelarial administration of lhe company's statutory records is done by Nedbank Secretariat, whilst accouling is managed by the
Nedbank Corporate: Property Finance Department (jointly hereinafter "Administrator”). Nedbank Capital Transaction Management is the
professional administrator of Precinct Funding 1 (RF) Limited.

The commiltee satisfied itself that the composition, experience and skills set of the finance function met the company's requirements,

5. Discharge of responsibilities and audited annual financial statements

Following the review by the commiltee of the audited annual financial statements of the Company for the year ended 31 December 2015 and
based on the information provided to it, the commiltee considers that, in all material aspects, the company complies with the provisions of the

Companies Act of South Africa, Internalional Financial Reporting Standards, and that the accounling policies applied are appropriate.

Following the review of the audited annual financial statements, the commiltee recommended the company's 2015 audited annual financial
statements for approval to the Board on 08 March 2016.

The commiltee further concurred with the Board and management that the adoption of the going concern status in preparation of the audited
annual financial statements is appropriate.

On behalf of the audit commiltee

prd

R Thanthony
Chalrman Audit Cominitteo
28 June 2016
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Directors' Responsibilities and Approval

The directors are required In lerms of the Companies Act of Soulh Africa to maintain adequate accounting records and are responsible for the
content and integrity of lhe audited annual financlal statements and related financlal informatlon Included in (his report. It Is their responsibility
to ensure that the audited annual financlal statements fairly present lhe slate of affairs of lhe company as at the end of the financlal year and
the resulls of its operations and cash flows for the period then ended, in conformity with Inlernational Financial Reporling Slandards and
Companles Act of Soulh Africa, The external audltors are engaged to express an Independent opinlon on the audited ennual financial

slalements.

The audiled annual financlal statemenls are prepared in accardance with International Financial Reporling Slandards and Companies Act of
Soulh Africa and are based upon appropriate accounting policles conslstenily applied and supporied by reasonable and prudent judgements
and eslimates.

The directors acknowledge that they are ullimalely responsible for the system of Internal financlal conlrol established by the company and

place considerable importance on maintaining a strong centrol enviranment. To enable lhe direclors to meet thesa responsibililies, the board of
diractors sels standards for internal control aimed at reducing the risk of error or loss In a cost effective manner. The slandards include the
proper delegation of responsibilities wilhin a clearly defined framework, effeclive accounling procedures and adequate segregation of duties to
ensure an acceplable level of risk, These conlrols are manitored threughout the company and all employees are required to maintain the
highest ethical standards In ensuring the company’s business is conducled in a manner that in all reasonable circumslances is above reproach.
The focus of risk management in the campany Is on Idenlifying, assessing, managing and monitoring all knewn forms of risk across the
company. While aperaling risk cannol be fully eliminated, the company endeavours to minimise it by ensuring that approprate Infraslruciure,
conlrols, systems and ethical behavlour are applled and managad within predetermined procedures and constralnls.

The direclors are of the opinlon, based on the Informatlon and explanations glven by management, thal the system of Internal conlrol providas
reasonable assurance that the financlal records may be relied on for the preparation of lhe audited annual financial stalements. However, any
system of inlernal financial conlrol can provide only reasonable, and not absolule, assurance agalnst material misstatement or loss.

The directors have reviewed the company's cash flow forecast for the year to 31 December 2016 and, in light of this review and the current
financlal position, they are satisfied that the company has or had access to adequale resaurces to conlinue in operational exislence for lhe
foreseeable fulure,

The external auditors are responsible for independenlly auditing and reporling on the company’s audited annual financial stalements, The
audited annual financlal statements have been examined by the company’s exlemal auditors and thalr repert Is presentad on pages 8 to 9,

The audiled annual financial slatemenls set out on pages 10 to 35, which have been prepared on the golng concern basls, were approved by
the board of direclors on 28 June 2016 and were signed on their b

iﬁw . iﬂp ( %;9

Director \J Director L/
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Company Secretary’s Certification

Declaration by the Company secretary in respect of Section 88(2)(e) of the Companles Act

In terms of Section B88(2)(e) of the Companles Act, 71 of 2008 (as amended), | certify that, to the best of my knowledge and belief, Precinet
Funding 1 (RF) Limited has filed with the Commissioner all such returns and notices as are required by the Companies Act, 71 of 2008 (as
amended), and that all such returns and nofices are true, correct and up to date.

et

per: M Bagus

Nedgroup Secretariat Services Proprietary Limited
Company Secretary

28 June 2016
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Independent Auditor's Report
To the shareholder of Precinct Funding 1 (RF) Limited
Report on the Financial Statements

We have audited the financial statements of Precinct Funding 1 (RF) Limited, as set out on pages 12 to 35,
which comprise the statement of financial position as at 31 December 2015, and the statement of profit or loss
and other comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, and the notes, comprising a summary of significant accounting policies and other explanatory
information.

Directors' Responsibility for Financial Statements

The company's directors are responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting 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
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these 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 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 selected depend on the auditors' judgement, 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 company's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company'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 evaluating the overall presentation
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 Precinct
Funding 1 (RF) Limited as at 31 December 2015 and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards, and the requirements of the
Companies Act of South Africa.

National Executive: *LL Bam Chief Executive Officer *TMM Jordan Deputy Chief Executive Officer *M)] Jarvis Chlel Operating Officer
*GM Pinnock Audit *N Sing Risk Advisory *NB Kader Tax TP Pillay Consulting S Gwala BPaaS *K Black Clients & Industries

*JK Mazzocco Talent & Transformation *M) Comber Reputation & Risk *T) Brown Chairman of the Beard

Regional Leader: *R Redfearn

Afulllist of partners and directors is available on request * Partner and Registered Auditer

B-BBEE rating: Level 2 contributor in terms of the Chartered Accountancy Profession Sector Cade

Assaciale of Deloitte Africa, a Member of Deloitte Touche Tohmatsu Limited



Independent Auditor's Report

To the shareholder of Precinct Funding 1 (RF) Limited (continued)

Other reports required by Companies Act of South Africa

As part of our audit of the financial statements for the year ended 31 December 2015, we have read the
Directors’ Report, the Audit Committee Report and the Certification by the Company Secretary for the purpose
of identifying whether there are material inconsistencies between these reports and the 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 financial statements. However, we have not
audited these reports and accordingly do not express an opinion thereon.

Report on Other Legal and Regulatory Requirements

In terms of the Independent Regulatory Board for Auditors (IRBA) Rule published in Government Gazette
Number 39475 dated 04 December 2015, we report that Deloitte & Touche has been the auditor of Precinct
Funding 1 (RF) Limited for four years. We are independent of the company in accordance with the IRBA Code
of Professional Conduct for Registered Auditors (IRBA Code) and other independence requirements applicable
to performing audits of financial statements in South Africa. We have fulfilled our other ethical responsibilities in
accordance with the IRBA Code and in accordance with other ethical requirements applicable to performing
audits in South Africa. The IRBA Code is consistent with the International Ethics Standards Board for
Accountants Code of Ethics and Professional Accountants (Parts A and B).

DQ,\\(J e A "\ L';.\,-.k'z\u;-_

Deloitte & Touche
Registered Auditors
Stephen Munro
Partner

28 June 2016
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Directors' Report

The directors have pleasure in submilling their report on the audited annual financial statements of Precinct Funding 1 (RF) Limited for the year
ended 31 December 2015,

1. Incorporation

The company was incorporated in lhe name of Bowwood and Main No 9 Proprielary Limited on 04 May 2012 and obtained its certificate to
commence business cn the same day.

On 14 May 2012 the company's name was amended from Bowwood and Main No 9 Propriefary Limited to Precinct 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 to the end of December.

2.  Nature of business

Precinct Funding 1 (RF) Limited is a securitlisation special purpose vehicle that acquires the rights, lille, interest and related security of
commercial properly loans from Nedbank Limited under a segregaled series medium term note programme. These assels are funded through
the issuance of medium term secured floating rale notes 1o 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 floaling rate notes on the JSE on 27 March 2013, the
company issued notes to the public and commenced trading. Note holders are paid interest on a quarterly basis via a priority of payments.

The audited annual financial statements have been prepared in accordance with International Financial Reporting Standards and the
requirements of the Companies Act of South Africa. Details of the financial position, resulls of operations and cash flows of the company are
set out in these audited annual financial statements.

4.  Share capital
There have been no changes to the authorised or issued share capital during the year under review (Dec 2014: no changes).
5. Directorate

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

Directors

RC Hayne (British) Appointed 18 September 2012
JRP Doidge Appointed 7 February 2013

R Thanthony Appointed 7 February 2013

BJ Korb Appointed 09 June 2016

H Ackermann (Alternate to RC Hayne) Appointed 21 August 2013

WH Swanepoel (Alternate to JRP Doidge Appointed 23 July 2014

B Harmse Resigned 09 June 2016

On 09 June 2016 BJ Korb was appoinled as a director and B Harmse was resigned as a director,
6. Interest of directors and officers

The directors and officers have no interesls in the company.

7. Directors' emoluments

Director fees of R138 308 (2014: R114 371) in respect of the 2015 financial year are paid to TMF Corporate Services (South Africa) Proprietary
Limited who provide the directors for the company (refer to note 15).

The direclors provided by TMF Corporate Services (South Africa) Proprietary Limited are as follows:
John Richard Parker Doidge

Brendan Harmse

Rishendrie Thanthony

8. Holding company

The company's holding company is The Securitisalion Issuer Owner Trust which holds 100% (2014: 100%) of the company's issued ordinary
shares. The Securitisation Issuer Owner Trust is incorporated in South Africa.

10
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Directors’ Report

9. Events after the reporting period

The directors are not aware of any material event which occurred after the reporting date and up to the date of this report that would require
adjuslment to, or disclosure in the financial statements.

10. Secretary
The company secrelary is Nedgroup Secretariat Services Proprietary Limited.

Postal address
PO Box 1144
Johannesburg
2000

Business address
135 Rivonia Road
Sandown
Sandton
2196

11. Controlling entity

The Securitisation Issuer Owner Trust holds 100% of the issued ordinary shares of Precinct Funding 1 (RF) Limited. Nedbank Limited holds
the issued cumulalive redeemable preference shares of Precinct Funding (RF) Limited.

In terms of International Financial Reporting Standards (IFRS) 10 - Consclidated Financial Statements, an entily is consolidated when it is
controlled by an investor. Control is achieved when lhe investor is exposed, or has rights 1o, variable relurns from its involvement with the
investee and has the ability to affect those returns through its power over the investee.

Specifically, an investor controls an investee if and only if the investor has power over the investee (i.e. exisling rights that give it the current
ability to direct the relevant activities of the investee): exposure, or rights, to variable returns from its involvement with the investee, and the
ability to use its power over the investee to affect its returns.

In terms of IFRS 10, the company is regarded to be conlrolled by Nedbank Limited and is consolidated in Nedbank Limited's annual financial
statements. Nedbank Limited is incorporated in South Africa.

12.  Audit committee
Members of the audit committee:
BJ Korb (appointed 9 June 2016)
JRP Doidge

R Thanthony (Chairperson)

B Harmse (resigned 9 June 2016)

Two meelings were held in 2015. The first meeting was held on 23 March 2015 during which the audited annual financial statements were
approved by lhe board. The second meeting was held on 10 November 2015.

On 08 March 2015 the audit committee met in order to fulfill its responsibilities in order to recommend approval of the Company's audiled
annual financial statements to the Board.

13. Social and ethics committee

A Social and ethics commiltee was formed on 29 February 2016. The first meeting of the commillee took place on 8 March 2016.

11
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Statement of Financial Position as at 31 December 2015

2015 2014
Note(s) R R
Assets
Non-Current Assets
Derivative financial instruments 5 378,613 2,820,946
Deferred tax 4 590,745 239,131
969,358 3,060,077
Current Assets
Loan to Nedbank Limited 3 1,277,149,933 1,582,069,549
Trade and olher receivables 6 100 100
Current tax receivable 137,451 178,807
Cash and cash equivalents yé 489,942,359 733,643,691
1,767,229,843 2,315,892,147
Total Assets 1,768,199,201 2,318,952,224
Equity and Liabilities
Equity
Share capital 9 100 100
Retained income 9,816,867 9,194,379
9,816,967 9,194,479
Liabilities
Non-Current Liabilities
Long term debt instruments 8 1,722,113,429 2,270,847,875
Current Liabilities
Trade and olher payables 10 121,677 533,033
Loan from related party 21 74,640 662,498
Long term debt instruments 8 36,072,488 37,714,339
36,268,805 38,909,870

Total Liabilities

Total Equity and Liabilities

1,758,382,234

2,309,757,745

1,768,199,201

2,318,952,224

12
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Statement of Profit or Loss and Other Comprehensive Income

2015 2014
Note(s) R R

Interest income i1 176,913,020 204,709,808
Interest expense 12 (175,254,698) (197,698,545)
Net interest income 1,658,322 7,011,263
Other income 13 2,375,110 3,382,587
Operating expenses 15 (2,196,742) (2,893,168)
Operating profit 1,836,690 7,500,682
Fair value adjusimenis 14 (1,854,475) 2,158,448
Net profit on financial instruments 798,285 1,706,670
Finance costs 17 (20,881) (13,749)
Profit before taxation 759,619 11,352,051
Taxation 18 (137,131) (3,263,833)
Profit for the period 622,488 8,088,218
Other comprehensive income

Total comprehensive income for the period 622,488 8,088,218

13
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Statement of Changes in Equity

Share capital Retained Total equity
income
R R
Balance at 01 January 2014 100 1,106,161 1,106,261
Profit for the year 8,088,218 8,088,218
Other comprehensive income 2 . -
Total comprehensive income for the year - 8,088,218 8,088,218
Balance at 01 January 2015 100 9,194,379 9,194,479
Profit for the year - 622,488 622,488
Other comprehensive income 5 . R
Total comprehensive income for the year - 622,488 622,488
Balance at 31 December 2015 100 9,816,867 9,816,967

Note

14
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Statement of Cash Flows

2015 2014
Note(s) R R

Cash flows from operating activities

Cash generated from operations 19 (216,518) (5,178,644)
Finance costs (20,881) (13,749)
Tax paid 20 (447,388) (4,111,944)
Net cash from operating actlvities (684,787) (9,304,337)
Cash flows from investing activities

Decrease in loan to Nedbank Limited 305,717,901 373,097,932
Net cash from investing activities 306,717,901 373,097,932
Cash flows from financing activities

Decrease in long term debt instruments (548,734,446) (229,152,125)
Total cash movement for the period (243,701,332) 134,641,470
Cash at the beginning of the period 733,643,691 599,002,221
Total cash at end of the period i 489,942,359 733,643,691

15
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Accounting Policies

1. Presentation of audited annual financial statements

The audiled annual financial statements have been prepared in accordance with International Financial Reporting Standards, and the
Companies Act of South Africa. The audited annual financial statemenls have been prepared on the historical cost basis, except for the
measurement of financial instruments at fair value, and incorporate the principal accounting policies set out below. They are presented in South
African Rands.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the degree to which the
inpuls to the fair value measurements are observable and lhe significance of the inpuls to the fair value measurement in its entirety, which are
described as follows:
° Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access al the
measurement date;
. Level 2 inputs are inpuls, other than quoted prices included within Level 1, hat are observable for the asset or liability, either
directly or indireclly, and;
o Level 3 inpuls are unobservable inputs for the asset or liability.

These accounting policies are consistent wilh the previous period,
1.1 Financial instruments
Classification

Financial instruments, as reflected on the statement of financial position, include all financial assets and financial liabilities, including derivative
instruments, but exclude deferred taxation and taxalion payable/receivable. Financial instruments are accounted for under IAS 32 Financial
Instruments: Presentalion and IAS 39 Financial Instruments: Recegnition and Measurement. The company does not apply hedge accounting.
This accounling policy should be read in conjunction with the classified statement of financial position in note 26.

Initial recognition and measurement

Financial instruments are recognised on the statement of financial position when the company becomes a parly to the contraclual provisions of
a financial instrument. All purchases of financial assets that require delivery within the time frame established by regulation or market
convention ("regular way" purchases) are recognised at trade dale, which is the dale 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 parly to
the coniraclual provisions of the financial instrument. Contracts that require or permit net sefllement of the change in the value of the contract
are not censidered "regular way" conlracts and are treated as derivatives between lhe trade and seltlement of the contract.

Financial instruments are inilially recognised at fair value plus, in the case of a financial asset or financial liability not at fair value through profit
or loss, transaction costs that are directly allributable 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 amertised 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 assels at fair value through profit or loss eliminates or significantly
reduces a measurement or recegnilion inconsistency that would othenwise arise from using a different basis to measure and recognise the
gains and losses of these financial assets.

Financial assels 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 refaling to interest-bearing instruments that have been designated as at fair value
through profit or loss) reported in non-interest revenue as lhey arise. Interestincome and interest expense calculated on the amorlised-cost
basis are reported in interest income and expense.

The company's derivative transaclions include interest rate swaps. Subsequent to initial recognition, derivative financial instruments are
measured at fair value at each reporting date.

Loans and receivables

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

Financial liabilities

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

Current tax assets and liabilities

Current tax for current and prior pericds is, lo lhe exlent 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 expected to be paid to (recovered from) the tax
authorities, using the tax rales (and tax laws) that have been enacted or substantively enacted by the end of the reporling period.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to lhe extent that the deferred tax liability arises from the initial
recognition of an asset or liabilily in a ransaction which at the time of the transaction, affects neilher accounting profit nor taxable profit (tax
loss).

A deferred tax asset is recognised for all deduclible 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 iransaction at lhe time of the transaction, affects neither accounting profit nor taxable profit {tax loss).

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

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

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in profit or loss for the pericd, except to the extent that the
tax arises from:

L4 a transaction or event which is recognised, in the same or a different period, to other comprehensive income, or

° a business combination.

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 assels
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 estimated future cash flows of the financial asset that can be reliably estimated.

Objective evidence that a financial asset is impaired includes observable data that comes to the attention of the company about the following
loss events:
° significant financial difficulty of the issuer or counterparty;
° a breach of contract, such as a default or delinguency in interest or principal payments;
° the company for economic or legal reasons relaling to the borrower's financial difficulty, granting to the borrower a concession that
the company would not otherwise consider,
° it becoming probable that the borrower will enter bankruptcy or other financial recrganisation;
° the disappearance of an aclive market for that financial asset because of financial difficulties; or
® observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial assels
since {he initial recognition of those assets, although the decrease cannot yet be identified with the individual financial assets
including: a) adverse changes in the payment status of borrowers, or b) national or local economic conditions that correlate with
defaullts on the assels.

An impairment loss of assets carried at cost less any accumulated depreciation or amorfisation is recognised immediately in profit or loss. Any
impairment loss of a revalued asset Is trealed as a revaluation decrease.
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1.3 Impairment of financial assets (continued)

A reversal of an impairment loss of assets carried at cost less accumulated deprecialion or amorlisation other than goodwill is recognised
immediately in profit or loss. Any reversal of an impairment loss of a revalued asset is ireated as a revaluation increase.

1.4 Contingencies and commitments

Transaclions are classified as contingencies where the company's obligations depend on uncerlain fulure events. Iltems are classified as
commilments where the company commils itself to fulure transactions or if the terms will result in the acquisilion of assets.

1.5 Measurement basis of financial instruments
Amortised cost

Amorlised cost of financial assets and financial liabilities are measured at fair value plus transaclion costs on initial recognition, plus or minus
the cumulative amorlisation using the effective inlerest rate method of any difference between that initial amount and the maturity amount, less
any cumulative impairment losses.

Fair value

Transaclion costs directly allributable to financial assets and financial liabilities other than lhose at fair value through profit or loss 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 wilh other current observable market ransactions in the
same instrument or based on a valualion technique whose variables include only observable market data.

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

If quoted bid prices are unavailable, the fair value of financial assets and financial liabilities is estimated using pricing models or discounted
cash flow lechniques. Where discounted cash flow techniques are used, estimated future cash flows are based on management’s best
eslimates and the discount rate used is a markel-related rate at the reperiing 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 date,

1.6 Derecognition

The company derecognises a financial asset or part of a financial asset when, and only when, the contractual rights to the cash flows arising
from the financial asset have expired, or it ransfers lhe financial asset, including substantially all the risks and rewards of ownership of the
assel, or il fransfers he financial asset, nether retaining nor transferring substantially all the risks and rewards of ownership of the asset, but no
longer retains conlrol of the asset.

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. The difference between the carrying amount of a financial asset or financial liability (or part thereof) that

is derecognised and the consideration paid or received, including any non-cash assets transferred or liabilities assumed, is recognised in profit
or loss for the year.

1.7 Interest income and expense

Interest income and expense are recognised in profit or loss using the effective interest rate method taking into account the expected timing
and amount of cash flows. The effective interest rate method is a method of calculating the amortised cost of a financial asset or financial
liability and of allocating the interest income or interest expense over lhe relevant year. Inlerest income and expense include the amortisation
of any discount or premium or other differences between the initial 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 accounling policies are aligned with those of Nedbank Limited. Certain of these policies, as well as estimales made by
management, are considered to be important to an understanding of the company’s financial condilion since lhey require management to make
difficult, complex and/or subjective judgements and estimates, some of which may relate to matters that are inherenlly uncertain. The following
accounting policies include estimates that are particularly sensitive in terms of judgement and the extent to which estimates are used. Other
accounting policles involve significannt amounts of judgements and estimates, but the tolal amounts involved are not significant to the financial
statemenls. Management has agreed the accounting policies and critical estimales with the board and Precinct Funding 1 Audit Committee.

Allowances for loan impairment and other credit risk provisions

Allowances for loan impairment represent management's estimate of {he losses incurred in the loan portfolios at the reporting date.
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1.8 Use of estimates and key management assumptions (continued)

The company assesses its loan portfolios for impairment at each reporting dale, In determining whether an impairment loss should be
recorded in the statement of comprehensive income, the company makes judgements as to whether there is observable data indicaling a
measurable decrease in the estimated fulure cash flows from a porifolio of loans before the decrease can be allocated to an individual loan in
that portfolio. Estimates are made of ihe duration between the occurrence of a loss event and the identification of a loss on an individual basis.
The impairment for performing loans is calculated on a portfolio basis, based on historical loss ralios, adjusted for national and induslry-specific
eccnomic conditions and other indicators present at the reporling date that correlate with defaults on the portfolio. These include early arrears
and other indicators of potential default, such as changes in macroeconomic condilions and legislation affecting credil recovery. These annual
loss ratios are applied to loan balances in the portfolio and scaled to the estimated loss emergence period.

For larger exposures impairment allowances are calculated on an individual basis and all relevant considerations that have a bearing on the
expected fulure cashflows are taken into account, for example the business prospects for the client, the realisable value of collateral, the
company's position relalive to olher claimants, the reliability of client information and the likely cost and duration of the workout process. The
level of the impairment allowance is the difference belween the value of the discounted expected future cash flows (discounled at the loan's
original effective interest rate) and its carrying amount. Subjective judgements are made in the calculation of future cash flows. Furlhermore,
judgements change wilh time as new informalion becomes available or as workout strategies evolve, resulling in frequent revisions to the
impairment allowance as individual decisions are taken. Changes in these estimates would result in a change in the allowances and have a
direct impact on the impairment charge.

Fair value of financial instruments

Some of the company's assets and liabililies are measured al fair value for financial reporting purposes. The board of directors of the
Company has set up a valuation committee, which is headed up by the Chief Financial Officer of the Administrator, to determine the
appropriate valuation techniques and inputs for the fair value adjustments.

In eslimating the fair value of an asset or a liability, the Company uses market-observable data to the extent it is available. Where Level 1
inputs are not available, the Company engages third party qualified valuers to perform the valuation. The valualion commillee works closely
with the qualified external valuers to establish the appropriate valuaticn techniques and inputs to the model. The Chief Financial Officer reports
the valuation commiltee's findings to the board of directers of the Company every quarter to explain the cause of fluctuation in the fair value of
the assets and liabilities.

Information about the valuation technigues and inputs used in determining the fair value of various assets and liabilities are disclosed in note 5,

1.9 Related party transactions

Parties are considered to be related if one party has the ability to control or exercise significant influence over the other party in making
financial decisions and include members of key management personnel of the company. The company enters into various related party
transactions in the ordinary course of business. The lerms of conditions of related party transactions are no more favourable than those
granted to third parlies in arm's length transactions.
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2015 2014

2, New Standards and Interpretations
2.1 Standards not yet effective

The company has chosen not to early adopt the following standards and interpretations, which have been published and are mandatory for the
company's accounting periods beginning on or after 01 January 2016 or later periods:

Standard/ Interpretation: Effective date: Expected impact:
Years beginning on or
after
. IFRS 9 Financial Instruments 01 January 2018 Replacement of IAS 39

Financial Instruments:
Recognition and Measurement
which contains accounling
requirements for financial
instruments

° IFRS 15 Revenue from Conlracts with Customers 01 January 2018 Replacement of IAS 18
Revenue which contains
accounling requirements for
revenue

. IFRS 14 Regulatory Deferral Accounts 01 January 2016 IFRS 14 specifies the
accounting for regulatory
deferral account balances Lhat
arise from regulated aclivities

° Amendment to IFRS 7: Financial Instruments: Disclosures: Annual 01 January 2016 Not expecled to impact results
Improvements project but may result in additional
disclosure
° Disclosure Initiative: Amendment to IAS 1: Presentalion of 01 January 2016 Not expecled to impact results
Financial Statements but may result in additional
disclosure

3. Loan to Nedbank Limited

Loan to Nedbank Limited (at amorlised cost) 1,280,368,300 1,586,086,201
1,280,368,300 1,586,086,201

Impairment (3,218,367) (4,016,652)
1,277,149,933 1,682,069,549

The loan to Nedbank Limiled represents an amount owed to Precinct Funding 1 (RF) Limited by Nedbank Limited. This loan is backed by
commercial property loans, which did not achieve derecognition from Nedbank Limiled's stalement of financial position. In terms of
derecognition principles set out in Internalional Accounling Standard (IAS) 39 Financial Instruments: Recognition and Measurement, following
the legal sale of such loans by Nedbank Limited to Precinct Funding 1 (RF) Limited. As a resull, the transaclion has been presented, for
accounling purposes, as a Loan to Nedbank Limited as opposed to commercial property loans themselves, given that derecognition of such
loans was not achieved by Nedbank Limited. See analysis of pool of loans in note 23.

The loan and related commercial property loans have been ceded in favour of Precinct Funding 1 Security SPV (RF) Proprietary Limited who
has a Limited Recourse Guarantee in favour of the secured creditors and noteholders.

Fair value measurements and valuation processes

Some of the company's assets and liabilities are measured at fair value for financial reporting purposes. The board of directors of the
Company has set up a valuation commiltee, which is headed up by the Chief Financial Officer of the Administrator, lo determine the
appropriate valualion techniques and inputs for the fair value adjustments.

In eslimaling the fair value of an asset or a liability, the Company uses market-observable data to the exlent it is available. Where Level 1
inputs are not available, the Company engages third party qualified valuers to perform the valuation. The valuation commillee works closely
wilh the qualified external valuers to establish the appropriate valuation techniques and inputs to the model. The Chief Financial Officer reports
the valuation committee’s findings 1o the beard of directors of the Company every quarter to explain the cause of fluctuation in the fair value of
the assets and liabilities.

Information about the valuation techniques and inputs used in determining the fair value of various assets and liabilities are disclosed in note 5.
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4, Deferred tax
Deferred tax liability
Fair value adjuslment of derivative financial instruments (85,112) (604,366)
Deferred tax asset
Deferred tax - impairmenls 675,857 843,497
Deferred tax liability (85,112) (604,366)
Deferred tax assel 675,857 843,497
Net deferred tax asset 590,745 239,131
Reconciliation of deferred tax asset
Al beginning of year 239,131 1,023,549
Fair value adjustment of derivative financial instruments 519,254 (604,366)
Deferred tax - impairmenls (167,640) (180,052)

590,745 239,131
5.  Derivative financial instruments
At fair value through profit or loss - held for trading
Interest rate swaps 378,613 2,820,946
Non-current assets
Held for trading (fair value through profit or loss) 378,613 2,820,946
Notional principal 1,656,147,379 1,995,847,875

The company entered into interest rate swap agreements with Nedbank Limited, effective 27 March 2013 and terminating on the
01 January 2018. The notional amount represents the aggregate principal balance outstanding of the Class A, Class B, Class C and Class D
notes as at the relevant date.

There were no defaults or breaches of interest or any other terms and condilions of the interest rate swaps.
The fair value of interest rate swaps is calculated as the present value of lhe estimated future cash flows based on observable yield curves.
Fair value information

This note provides informalion about how the company determines fair values of various financial assets and financial liabilities.
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5. Derivative financial instruments (continued)
Fair value hierarchy of financial assets at fair value through profit or loss

For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the significance of the inputs used to
make the measurements.

Level 2
Interest rate swaps 378,613 2,820,946

Valuation technique and key input:
. Discounted cash flow

Fulure cash flows are estimated based on forward interest rates (from observable yield curves at the end of the reporting period) and contract
interest rates, discounted at a rate that reflects the credit risk of various counterparties.

There were no transfers between Level 1 and Level 2 in the year.
6. Trade and other recelvables

Other receivable 100 100

7. Cash and cash equivalents

Cash and cash equivalents consist of:

Redraw reserve 263,583,778 420,849,773
Liquidity reserve 111,797,665 162,875,473
Cash on hand 74,666,609 101,929,463
Olher cash and cash equivalents 39,894,217 57,988,682

489,942,359 733,643,691

The company has complied with cash reserve requirements of the programme memorandum.
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8. Long term debt instruments
The long term debt instruments consist of the following:
Listed - External
Class A1 notes - 206,806,433
Class A2 notes 281,990,745 481,291,473
Calss A3 notes 608,297,556 608,044,767
Class B notes 304,257,271 304,130,877

Listed - Internal
Class A1 noles
Class A2 noles
Class C notes
Class D notes

Summary

Listed - External
Listed - Internal
Subordinated loan

Nen-current portion
Current portion

1,194,545,572

1,600,273,550

- 118,175,105
44,624,855 75,993,390
101,674,597 101,632,466
127,013,452 126,960,788
273,112,904 422,661,749

1,194,545,572

1,600,273,550

273,112,904 422,661,749
290,527,441 285,626,916
1,758,185,917 2,308,562,214
1,722,113,429 2,270,847,875
36,072,488 37,714,339

1,758,185,917

2,308,562,214

The notes are secured floating rate notes, backed by commercial property loans purchased from Nedbank Limited, and have a maturity date of
27 March 2028. The noles accrue interest at the 3 month JIBAR plus a specified margin reselling quarterly on 27 January, April, July and

October. Interest is settled quarterly on these interest payment dates.

Margin over 3-month JIBAR

° Class A1 notes 1.05%
e Class A2 notes 1.25%
° Class A3 notes 1.34%
° Class B notes 1.54%
° Class C noles 2.40%
° Class D notes 2.60%

The 3-month JIBAR applicable o the notes in issue at year end was 6.308% (2014: 6.075%)

The subordinated loan expires on 27 March 2028 and earns inlerest at the rate of 3-month JIBAR plus 10% (within certain limils) resetling
quarlerly on 27 January, April, July and October, Interest is seltled quarterly as long as there is cash available.

The shorl term portion of R36 072 488 (2014: R37 714 339) relales to accrued interest for the period to 31 December 2015.

9.  Share capital
Authorised

1 000 Ordinary no par value shares
100 Cumulative redeemable preference shares of R0.01 each

Issued
100 Ordinary no par value shares
1 Cumulalive redeemable preference share of R0.01 each

100

100

100

100
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10. Trade and other payables
Trade payables 386 70,597
Value added tax 121,291 462,436
121,677 533,033
11. Interest income
Interest on loan to Nedbank Limited 125,064,847 150,664,688
Interest on intercompany assels 48,138,089 54,045,120
Interest rate swaps 3,710,084 -
176,913,020 204,709,808
12. Interest expense
Interest expense
External notes 103,798,662 117,938,545
Internal notes (A1 and A2) 7,353,872 17,255,991
Internal notes (C and D) 19,678,474 18,455,089
Subordinated loan 44,623,690 43,150,664
Interest rale swaps - 898,256
175,254,698 197,698,545
13. Other income
Service fees 1,418,228 738,174
Administration and management fees 522,456 2,324,010
Olher income 420,251 320,403
Interest received: SARS 14,175 -
2,375,110 3,382,587
14. Fair value adjustments
Derivative financial instruments (1,854,475) 2,158,448
15. Operating expenses
Audit fees 444 804 60,643
Administration fees 553,355 587,257
Service fees 1,259,476 1,728,379
Olher fees 44,760 75,522
Fines and penallies (290,744) 280,744
Directors fees 138,308 114,371
Trustee fees 46,337 36,252
OClher expenses 446 .
2,196,742 2,893,168
16. Net profit/(less) on financial instruments
Specific impairments - 849,281
Portfolio impairments 798,285 857,389
798,285 1,706,670
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17. Finance costs
Late payment of tax 20,881 13,749
18. Taxation
Major components of the tax expense
Current
Local income tax - current pericd 488,744 2,479,415
Deferred
Fair value adjustments on derivative financial insiruments (519,253) 604,366
Deferred tax - impairments 167,640 180,052
(351,613) 784,418
137,131 3,263,833
Reconciliation of the tax expense
Reconcilialion between accounting profit and tax expense.
Accounting profit 759,619 11,352,051
Tax at he applicable tax rate of 28% (2014: 28%) 212,693 3,178,574
Tax effect of adjustments on taxable income
Non-deduclible penallies (75,562) 85,259
137,131 3,263,833
19. Cash generated from operations
Profit before taxation 759,619 11,352,051
Adjustments for:
Finance cosls 20,881 13,749
Fair value adjustments 1,854,475 (2,158,448)
Movement in impairment of loan lo Nedbank Limited (798,285) (1,706,670)
Movement in accrued interest (1,641,851) (12,832,293)
Changes in working capital:
Trade and other payables (411,357) 152,967
(216,518) (5,178,644)
20. Tax paid
Balance at beginning of the year 178,807 (1,453,722)
Current tax for the year recognised in profit or loss (488,744) (2,479,415)
Balance at end of the year (137,451) (178,807)
(447,388) (4,111,944)
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21. Related parties
Holding cempany
Related parties

Members of key management

The Securitisation Issuer Owner Trust
Nedbank Limited

Synthesis Funding (RF)

RC Hayne

JRP Doidge

R Thanthony

B Harmse

All transactions wilh 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 ransaclions were entered into between Precinct Funding 1 (RF) Limited and the following related parties. All of lhese

transaclions were entered into in the normal course of business and are market-related.

Related party balances

Nedbank Capital: Synthesis Funding (RF) Limited [Due to]
Notes A1
Notes A2

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

Cash and cash equivalents

Notes C

Notes D

Subordinated loans

Loan from related parly

The Securitisation Issuer Owner Trust
Other receivable

Related party transactions

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

Nedbank Limited - Intercompany

Interest rate swaps

External notes

Internal notes (A1 and A2)

Internal noles (C and D)

Suberdinated loan

Administration fees paid to related parties
Nedbank Limited

Service fees paid to related parties
Nedbank Limited

Other fees paid to related parties
Nedbank Limited

TMF Corporate Services (South Africa) Proprietary Limited
Director fees

Maitland Trust Proprietary Limited
Trustee fees for the Securilisation Security SPV Owner Trust

(44,524 ,855)

1,277,149,933
489,942,359
(101,574,597)
(127,013,452)
(290,527,441)
74,640

100
(125,064,847)
(48,138,089)
(3,710,084)
103,708,662

7,353,872

19,578,474
44,523,680

553,355
1,259,476
44,760
138,308

46,337

(118,175,105)
(75,999,390)

1,582,060,549

733,643,601
(101,532,466)
(126,950,788)
(285,626,915)

662,498

100
(150,664,688)
(54,045,120)
898,256
117,938,545
17,255,991

18,455,089
43,150,664

587,257
1,723.,379
75,522
114,371

36,262
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22, Risk management

Capital risk management

The company's objectives when managing capital are to safeguard the company’s ability to continue as a going concern in order o provide
returns for shareholder and benefits for other stakeholders and to maintain an oplimal capital structure to reduce the cost of capital.

The capital structure of the company consists of debt, which includes the borrowings (excluding derivative financial liabilities) disclosed in note
8, cash and cash equivalents disclosed in note 7, and equily as disclosed in the statement of financial position.

In order to maintain or adjust the capital struclure, the company may adjust the amount of dividends paid to shareholder, return capital to

shareholder, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the company monitors capital on the basis of lhe gearing ralio.

This ratio is calculated as net debt divided by total capital. Net debt is calculated as lotal borrowings (including ‘current and non-current
borrowings' as shown in the statement of financial position) less cash and cash equivalents. Total capital is calculated as ‘equity’ as shown in

lhe statement of financial position plus net debt.

There are no externally imposed capital requirements.

There have been no changes to what the enlity manages as capital, the strategy for capital maintenance or externally imposed capital

requirements from the previous year.

Financial risk management

In common with all other businesses, the company Is exposed to financial risks. These risks are managed as part of (he normal operations of
the company and the board of directors oversees the effectiveness of risk management. In addition, the duties of the Audil, Risk and
Compliance Committee of Nedbank Limited encompass the activities of the company. The more important financial risks to which the

company is exposed are described below:

Liquidity risk

The company's risk to liquidily is a result of the funds available to cover future commilments. The company manages liquidily risk through an

ongoing review of future commilments and credit facilities.

At 31 December 2015 Less than 1 Between 1 More than 5 Non Total
year and 5 years years Determinable
Loan from related party (74,640) - £ - (74,640)
Long term debt instruments (36,072,488) (1,722,113,429) - (1,758,185,917)
Trade and other payables (121,677) - - - (121,677}
(36,268,805) - (1,722,113,429) (1,758,382,234)
At 31 December 2014 Less than 1 Between 1 More than 5 Non Total
year and 5 years years Determinable
Lean from related parly (662,498) “ - - (662,498)
Long term debt instruments (37,714,339) (2,270,847,875) - (2,308,562,214)
Trade and other payables (5633,033) - - - (633,033)
(38,909,870) - (2,270,847,875) - (2,309,757,745)

The coniractual maturity of the long-term debt instruments is 27 March 2028.

The liquidily and interest rate risk of Precinct Funding 1 (RF) Limited is managed by Nedbank Assets and Liabilities Commiltee (ALCO) which
meets monlhly and reports quarterly to the Board Risk Commillee.
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22, Risk management (continued)
Market risk

The company's aclivities expose it primarily to financial risks of changes to interest rates. The company seeks to minimise the effects of
interest rate risks by using the derivative financial instruments. The use of financial derivatives is governed by the company's policies approved
by the board of directors, which provide wiitten principles relating to interest rate risk and the use of financial derivative and non-derivative
financial instrumenls. The company does not enter into or lrade financial instruments, including derivative financial instruments, for speculative
purposes.

Interest rate risk

At 31 December 2015, if inferest rales on Rand-denominated borrowings had been 0.1% higher/lower with all other variables held constant,
post-tax profit for the year would have been R - (2014: R -) lower/higher, mainly as a result of higher/lower interest expense on floaling rate
borrowings; other components of equity would have been R - (2014: R -) lower/higher mainly as a result of a decrease/increase in the fair value
of fixed rate financial assels classified as available-for-sale.

The company's aclivilies expose it primarily to financial risks of difference in the base interest rale. The interest rate is monitored by
management on a regular basis. The risk is minimised through the set interest rate margins on the JIBAR linked issued notes per the JSE
Final Offering Circular. The company does not enter into or lrade financial instruments, including derivalive financial instruments, for
speculative purposes.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The company only deposils
cash with major banks with high quality credit standing and limits exposure to any one counter-party.

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an ongoing basis. If
customers are independenlly rated, these ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit quality
of the customer, taking into account its financial position, past experience and other factors. Individual risk limits are set based on internal or
external ratings in accordance with limits set by the board. The ufilisation of credit limits is regularly monitered.

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the company. The
company makes use of an internal risk management policy (credit committee approval policy), and ulilises the Nedbank Group credit risk
monitoring process (Credit Approval Policy of Nedbank Limited) to govern lending aclivities to external parties. The company only transacts
with creditworthy counterparties. In addition financial assets may only be introduced into the program provided they meet certain Eligibility
Criteria prescribed by the 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 lean
portfolio ageing and performance analysis, analysis of impairment adequacy ratios, analysis of loss ratio rends and analysis of loan portfolio
profitability.

Financial assets exposed to credit risk at year end were as follows:-

The company's maximum credit exposure to credit risk in respect of the mortgage loans is the balance of outstanding advances, represented
as a loan to Nedbank Limited, before taking into account the value of collateral held as security against such exposures and impairments
raised (2015: R1 280 368 300 and 2014: R1 586 086 201). The collateral held as security for the mortgage asset exposures is in the form of
first indemnity bonds over fixed commmercial properly. An analysis of the exposure to and ageing of the mortgage assets exposure is
presented in note 23.

The total maximum credit exposure as at 31 December 2015 is R1 767 220 843 (2014: R2 315 892 147).
Operational risk

Post-tax profit for the year would increase/decrease as a result of gains or lesses on equily securities classified as at fair value through profit or
loss. Other components of equity would increase/decrease as a result of gains or losses on equily securities classified a available-for-sale.

Operational risk is the risk of direct or indirect losses arising from inadequate or failed 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 ils business. In terms of the transaction documents applicable to the company, all these functions are outsourced to Nedbank Limited,
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23. Analysis - Loan to Nedbank Limited

All property loans assigned to Precinct Funding 1 (RF) Limited at 31 December 2015 had a maximum malurity of 25 years

lhese loans is as follows:

Classification of property loans
Neither past due nor impaired
Past due but not impaired

Age analysis of past due but not impaired
< 30 days
31 < 90 days

Credit quality of neither past due nor impaired
NGR 1-12

NGR 13- 20

NGR 21-25

Credit quality of past due not impaired
NGR 1-12

NGR 13 - 20

NGR 21-25

1,270,192,552
10,175,748

. The analysis of

1,670,965,651
15,120,550

1,280,368,300

1,586,086,201

10,175,748 15,120,550
10,175,748 156,120,550
394,087,919 513,990,464

876,104,633

1,056,975,187

1,270,192,552

1,570,965,651

10,175,748

15,120,550

10,175,748

16,120,550

NGR 1 - 12 represenis borrowers who demonsirate a strong capacity to meet financial obligations and who have a negligible or low probability

of default.

NGR 13 - 20 represents borrowers who demonstrate a salisfactory ability to meet financial obligations and who have a low or moderate

prebability of default.

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

Analysis of Impairment - 2015
Balance at 31 December 2014

Statemenl of profit or loss and other cemprehensive income - charge

Analysis of Impairment - 2014
Balance al 31 December 2013

Statement of profit or loss and other comprehensive income - charge

Portfolio Total
4,016,652 4,016,652
(798,285) (798,285)
3,218,367 3,218,367

Portfolio Total
4,874,041 5,723,322
(857,389) (1,706,670)
4,016,652 4,016,652

Loans and advances are in cerfain circumstances renegotiated in response 1o an adverse change in the circumstances to the borrower,

Activilies and concessions typical of renegotiating loans include, amongst others, extended payment arrangements or modification of the terms
of the loanfadvance, pending a change in circumstances of the client. Following restructuring of a loan, an overdue account is usually
monitored for a further period of time, until management is confident that the account has been rehabililated, before resetling lhe stalus of the

account to ‘current’.
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24, Contingencies and commitments

The company has undrawn facililies of R49 929 020 (2014: R47 972 390) at the reporting date.

The Securilisation Security SPV Owner Trust has a limiled recourse guarantee in favour of noteholders and secured crediters. The company
has indemnified the Securitisation Security SPV Owner Trust in respect of claims made under the guarantee. As security for such indemnities,
the company has ceded In securily the assets to the Securilisation Securily SPV Owner Trust.

25. Events after the reporting period

No events after the reporting date have occurred which would require adjusiment to or disclosure in the annual financial statements.

26. Directors’ emoluments

Director fees in respect of the 2015 financial period are payable to TMF Corporate Services (South Africa) Proprielary Limited, of whom three of
the directors are employees, for director services provided to the company. These individuals are remuneraled by TMF Corporate Services
(South Africa) Proprietary Limited on a separate basis, only a specific percenlage of the directors fees payable to the directors by TMF. Total
fees paid to TMF are R138 308 from this company and R465 773 from ofher group companies (2014: R114 371 from this company and R294

962 from other group companies) in respect of provision for director services. No other fees are paid to the directors or prescribed officers.

Fees per director / prescribed officer are set out per below.

2015 Total Fees Amount paid Amount paid
paid to TMF to individual to individual
for provision director for director for
of directors services services

rendered to rendered to
the company other group
companies

JRP Doldge 66,388 2,656 8,942

B Harmse 38,726 1,549 5,217

R Thanthony 33,194 929 3,130

138,308 5,134 17,289

2014 Total Fees Amount paid Amount paid
paid to TMF to individual to individual
for provision director for director for
of directors services services

rendered to rendered to
the company other group
companies

JRP Doidge 54,898 2,196 5,663

B Harmse 32,024 1,281 3,304

R Thanthony 27,449 768 1,982

114,371 4,245 10,949
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