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Our Vision, Purpose and Objectives
Vision
We are the leading independent South African peavad innovative post trade products and services.

We are globally recognised for the confidence vepiire in our financial markets infrastructure.

Purpose
Strate’s purpose is to provide clearing, settlenagat depository services for securities, enabling

end-to-end pragmatic, reliable, innovative solwidhat facilitate the management of risk and the
realisation of value for all stakeholders.

Objectives
Strate’s objectives are:

1. To ensure operational excellence and the effeatamagement of enterprise risk while
driving innovation and market best practice.

2. To have a customer-centric brand globally.
3. To be profitable.

4. To be alearning organisation enabling corporatepanisonal growth.

Our Values
1. Integrity
2. Reliability
3. Passion

4. Dynamic Innovation
5. Accountability

6. Teamwork



Milestones — 2010

January

February

March

April

May

June

July

August

Strate launches a new website.

Tom Wixley, a former chairman of Ernst &g in SA, is
appointed chairman of Strate Charity Shares (“S@3I9wing the
retirement of David Cobbett.

South Africa's multibillion rand money markedustry officially
commences with the electronic issuing, trading settlement of
these securities to replace the manual paper Isysésm.

Strate successfully implements the Corporatéons Enhancement
Project.

Rand Merchant Bank (RMB) joins Strate's Gatewdpwahg them
to directly send and receive 1SO15022 format mességand from
Strate in a cost effective manner.

A new communication hub / Gateway is implemdriig Strate to act
as a central hub for the sending and receivingedsages between
clients.

The second phase of the BND application was imphtetk

Strate announces that is will be offeringstiedi companies a facility
whereby they can dematerialise, clear and setdeeshn the Strate
environment including the processing of corporat@a events such
as dividend and interest payments, rights and a@#gation issues.

Strate hosts a number of international visitarSouth Africa for the
FIFA World Cup.

Strate receives a B-BBEE level 3 ratingtfer financial year ended
31 December 2009 and is classified as a value asldgalier.



Milestones — 2010

September

October

November

December

(continueg

Strate excels in the Deloitte Best Company to Wrwksurvey in
South Africa by being rated the best company tdkvor in the
Financial Services - General category and beinggpl@nd overall in
the Small Companies category.

Strate Training receives accreditation as an Apguiohraining
Provider by FASSET, the Sector Education and Tingiriuthority
for Finance, Accounting, Management Consulting etier
Financial Services.

The first ACSDA\CSD exchange programme was initdlate2010.
Strate and the Mexican CSD, Indeval, establisheekahange
programme.

Strate hosts an international Road Shdteadtondon Stock
Exchange which attracts over 50 delegates.

The settlement of dematerialized money market #@sireaches the
R 1 trillion mark.

Tata Consultancy Services (“TCS”) and Strate anoedithat an
agreement was reached between the parties toyjoifiddr the TCS
BaNCS Securities Processing and Market Infragtrecapplications
to potential clients.

Strate and MCDR, the Egyptian CSD, successfully connectée to t
Link- up Markets infrastructure. The connection completesdtienical
implementation plans of Link-up Markets and sets the stagfelf scale
interoperability among the member CSDs.

Strate successfully implements SAFIRES Equities Release24ah
Money Market Release 1.10.2.

Corporate governance expert Mr ME King retires as chairmamateSt
having been chairman since 1999.



Chief Executive Officer and Chairman’s Report

Business review
Operating results

Five year summary

2006 2007 2008 2009 2010

R'000 R'000 R'000 R'000 R'000
Revenue 195,859 234,313 259,698 258,103 276,136
Other income 1,231 2,291 1 604 1,732 1,673
Expenditure (112,795) (128,579) (158,830) (168,812) (181,881)
Profit from
operations 84,295 108,025 102,472 91,024 95,928
Finance income 9,830 10,197 10,586 10,632 7,921
Profit before tax 94,125 118,222 113,058 101,656 103,849
Taxation (27,301) ( 35,955) (33,548) (32,546) (34,558)
Profit after tax 66,824 82,267 79,510 69,109 69,291
Cost-to- Income ratio 58% 55% 61% 65% 66%

Operating results for the year

We were able to continue implementing our stratagt@atives despite the uncertainties in the globa
and local economy. The profit after taxation fag fferiod under review amounts to R69,3 million and
is in line with the prior year amount of R69,1 naifi.

The Cost-to-Income ratio of 66% is slightly higliean the prior year ratio of 65% but still withiaro
target of 65% to 70%. The increase in the ratattisbutable to expenditure increasing at a raa¢ th
exceeded the growth in revenue.

On an overall basis, the profitability is at aneable level and management efforts are focused on
ensuring that the current profitability is maintdh
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Operating results for the yegicontinued)

Revenue
R'000
300,000 259698 258103 2 0136
250,000 TsEEES 234313
200,000
150,000
100,000
50,000
0 T T T T
2006 2007 2008 2009 2010

Total revenue increased by 7% to R276,1 milliof@2 R258,1 million).

The revenue derived from equities accounts for 8R2¢ 1,6 million), previous year 88%
(R228,3 million), bonds accounts for 11% (R31,4lionil), previous year 12% (R29,8 million) and
money markets accounts for the balance of 2% (R#|®n) which was only earned from 23
February 2010, the live date of the Money Markgitliaption.

Overall, the total revenue is at an acceptabld.l®recing of our products and services is very
important and is reviewed regularly. Pricing is @fi¢he instruments that can be used to maintain th
current level of profitability. In the past the irase in settlement volumes ensured that we did not
have to increase fees as the revenue derived frisncdmpensated for the impact of increased
expenditure. We operate in an inflationary envirentrand should this trend of increased volumes not
continue the possibility exists that fees will haodoe increased.

We increased some of our fees, specifically redatimissuers, in both 2009 and 2010, something that
had not occurred since 2004 and was done as pampaicess of rectifying our revenue split. Our
revenue is largely made up of clearing and settteémaenue which is not in line with the
international norm.



Chief Executive Officer and Chairman’s Report

Operating results for the year (continued)

Operating Expenditure
R'000
200,000 158830 168812 181881
150,000 112795 128579
100,000
50,000
0 . .
2006 2007 2008 2009 2010

Total operating expenditure increased by 7,7%,181F9 million (2009: R168,8 million). The
increase is mainly attributable to:

Depreciation and amortization as we revised théul$iees and residual values of our assets and
acquired new computer equipment that was brougbtuse;
Personnel expenses and directors’ fees that irenlessresult of annual increases awarded.

Market statistics
Equities

Strate earned R241,6 million (2009: R228,3 milliaf)its revenue from the equities market, which
represents a 6% increase over the previous year.
8

Dematerialisation information
R6.90 (In R'Trillions) B 670

@ Dematerialised
value of equities

u Total Market
Capitalisation

2006 2007 2008 2009 2010
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Market statistics (continued)

Equities (continued)

On 31 December 2010 the dematerialised value atiesjuvas R4,7 trillion (representing 70% of
the total market capitalisation of R6,9 trilliomyhich is 17% up on the previous year value of

R4,0 trillion (representing 68 % of the total markapitalisation of R5,9 trillion). This statistias no
impact on revenue.

Trading and Settlement volumes
(million)
20.80
20.00 17.39 = On-market
settlements

15.00

11.58 @ Off-market
10.00 7.96 settlements
5.00 - . 3.65 3.60 i Trades

' 0.8 0 2 3 5
0.00 -
200¢ 2007 200¢ 200¢ 201C

The equities market trading volumes increased 14% the on-market trades for the year under
review totaling 23,8 million (2009: 20,8 milliongtrate processed 3,6 million on-market settlements
(2009: 3,5 million), an increase of 2% year-on-yaad 1,54 million off-market settlements

(2009: 1,37 million), an increase of 13% over thevpus year.

The net settlement model adopted by the markékeisrain reason why the increase in the number of
settlements processed by Strate during the yeamdiidresult in an equal increase in settlement
revenue.
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Market statistics (continued)
Bonds

Strate earned R31,4 million (2009: R29,8 milliorf) its revenue from the bonds market, which
represents a 5% increase over the previous year.

Nominal Value of Bonds Traded on JSE (In R Trilliors)
R 25.00
R 19.20
R 20.00 R 16.88
R 15.00 R13.80
R 11.40

R 10.00

R5.00

R0.00 . ; ; .

2006 2007 2008 2009 2010

The average market value of bonds in custody ferygar was R1,17 trillion, which is 20% up on the
previous year’s value of R0,98 trillion. This pos#ly impacted the revenue derived from depository
fees.

The nominal value of bond trades increased foryda under review to R16,9 trillion, which is 26%
up on the previous year’s value of R13,4 trillidiis positively impacted the revenue derived from
ad-valorem fees.

The number of individual bond trade legs incredsed0% to 718 704 (2009: 654 180) resulting in
bond settlements increasing by 6% to 296 588 (2R80:267). This positively impacted the revenue
derived from settlements.

Money Markets

Strate earned R3,8 million (2009: Nil ) of its reue from the money market. We went live on 23
February 2010 with category 1 (discounted secsjigad category 2 (fixed coupon and fixed
maturity) securities.

The nominal value of money market securities issligihg the period amounts to R774 billion and
the nominal value of money market trade legs fergariod under review amounts to R2,1 trillion.

On 31 December 2010 the nominal value of money ata#curities in custody was R471 billion.
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Sustainability

The board and management are committed to enstivengustainability of the business, which is a
key building block in our strategy and our strategjectives.

Stakeholder support is essential in achieving tlegectives. We are continuously evaluating our
engagement with our stakeholders in order to ifielatnd enhance our understanding of the issues
they value. We see this engagement as an opjtgrtonlearn from each other and to build and

strengthen trust.

Using the Global Reporting Initiative (“GRI") fram®rk as a guide, we have assessed the key

impacts, risks and opportunities in our businessure that all the relevant and material economic

environmental and social elements, are identifiedliategrated into our balanced scorecard as
performance indicators.

The balance scorecard for 2010 is included below:

Objective Measure Target Actual
To ensure operational | Successful implementations 100% 100%
excellence and the Benefits realized as new revenue R7,3 mil R7,1 mil
g?gﬁigﬁ)ﬂaenﬁgfvmvﬁﬁg B-BBEE certification Level 7 Level 3
driving innovation and Operational excellence Meet SLAs Met SLAs
market best practice | CSD and Clearing house licence To renew Renewed
To be Stakeholder Number of new cIien_ts 21 23
centric Number of new services 4 6
Rating from External stakeholders 8.5 3.9
Net Profit After Tax R61,2 mil R69,3 mil
To be profitable Return on Equity 27% 29.5%
Cost-to-Income ratio 69% 66%
Training budget spent 90% 91%
i Obtain maximum .
Z?ggﬁi?afsg:\né?l%bling Skills development grant grant Obtained
Blue prints index rating to
c?cr)azrr]ate and persona Employee | be mgintained or imprgve 2.68* 2.82*
g satisfaction| Deloitte’s Best Company Similar or Achieved an
To Work For survey improved rating improved rating

*Score using a 5 point rating scale.
** Score using a 3 point rating scale.

10
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Operational activities
Custody and settlement

During the period under review, Strate providediamterrupted service to its various stakeholders,
thereby contributing to the stability of the So@thican financial markets.

The company successfully cleared bond and monelggntansactions, settled equity, bond and
money market transactions, facilitated corporagnés/in equities, bonds and money markets and
provided various other ancillary services.

Business Continuity

Business continuity is an imperative in our bussnead during the year we have strengthened our
ability to cope with adverse events.

We are aware that the success of business contidajiends largely on our people. We therefore
invest a great deal of time and money in initisgiaad programmes aimed at improving the skills of
our employees.

We have enhanced our succession planning and bacessfully tested key elements of our business
continuity plan.

Information Technology
Maintenance of Applications

Maintaining our applications is critical as it ingpg their useful lives. We evaluate the usefuldioé
all our applications and are of the view that, desithe Bonds and Client front end applications, ou
applications are able to support the business reapeints for the foreseeable future.

Money Markets

The Money Market System (“MMS”), Electronic Tradeatdhing Engine (“ETME”") and Money
Market Front End (“MMFE") applications went live @3 February 2010 with category 1 (discounted
securities) and category 2 (fixed coupon and fixedurity) securities. This solution includes leadin
practices, such as a T+0 settlement cycle, payofas#sh in central bank funds, an ETME and a
Securities Ownership Register (“SOR"), to nameatdw.

We have finalized the business requirements fagmay 3 (variable rate and fixed maturity)
securities, and are planning to implement this tionality to cater for these securities by the last
guarter of 2011.

11
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Operational activities (continued)

Information Technology(continued)

Gateway application

The Gateway application was implemented in May 2010

Strate offers SWIFT and Gateway connectivity asratitives that business partners and Participants
can avail themselves of. The Gateway service, tennative to SWIFT, mitigates the risks associated
with the previous technology and enables Stratedet the markets needs and diversify its revenue
streams.

Bond

The Bond application functionality is currently bgireviewed.

Beneficial Download (“BND")

The second phase of the BND application was impftettin May 2010.

This implementation completed the project, whiahexl at addressing the shortcomings of the
existing BND application. The total project encorsged a rewrite of the existing BND application
that is used for the beneficial downloads for dggjtthe introduction of an automated solution for
processing beneficial downloads for bonds as veeluactionality for a more regular (daily) benedici
download for both equities and bonds.

Corporate Actions

A new application was implemented in April 2010.

The new application automated many manual corp@@tten processes, thereby enhancing Straight
Through Processing (“STP”), mitigating risk andaaucing efficiencies for Strate and the market. A
report issued by the International Securities $eviAssociation (“ISSA”) on global principles for
corporate actions recognised the sophisticatedaockssful corporate action processing methodology
in South Africa. The new application further compknts the successful methodology already in
place in South Africa.

Securities Lending and Borrowing (“SLB”)

Additional functionality was developed and implerezhduring the year.

The additional functionality enhances the handéng tracking of equity collateral. This is of bahef
to both business partners and Strate.

12
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Fee structure

We review our fee structure on a continuous bastsder to ensure that our fees reflect the vafubeoservices
that we provide and, where applicable, are companaith the fees of other equivalent CSDs.

In 2009 the focus was on the equities fee struatdmieh resulted in the revised fee structure baimglemented
on 1 October 2009.

By contrast, in 2010 the focus was on bonds aratnmdition technology fees. The revised fee strudturéhese
areas was implemented on 1 October 2010.

Other amendments made to fees include the escalatiequity issuers’ fees by 7%, which is in linghathe
findings of the equities fees analysis and alsb Wit escalation in the cost of the service thptasided.
Diversification of revenue streams

Strate is continuously searching for other busiogg®rtunities to diversify its revenue streamsrider to
reduce its dependency on clearing and settlemeahue.

There are various initiatives that are being ingesed and we are pleased to report that we hase dlgle to
generate R7,1 million from new revenue stream®i02
CSD11 Conference

The global biennial Central Securities Depositdy3D") conference scheduled for 2011 will take jgldc Cape
Town, South Africa from 13-15 April 2011.

The African and Middle Eastern Depository Assooiat{“AMEDA”"), of which Strate is a member, was aded
the right to host the conference. Strate and thgtiagh CSD are working together in organising therg.
Shareholders’ return

The company declared and paid an ordinary dividg#rri3 542 per share, based on a dividend poli&/tihes
cover, and a special dividend of R2 050 per shidrese were paid on 30 April 2010.

An ordinary dividend of R3 551 per share and aisppeevidend of R2 460 per share are proposed tpeie on
31 March 2011.

13
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Human Capital Matters

Deloitte Best Company To Work For competition (“DBGVF”)

Strate was voted®lin the DBCTWF survey in the Financial Services en€ral category, and“overall in the
Small Companies category. It was also recognisemhaf the companies that achieved an overall raeare in
excess of the standard of excellence threshold.

We are pleased with the improved results and interter improvements in our performance in theifet

Staff complement

The staff complement was stable during the perimteureview.

All critical positions are filled and successioms are in place. In the succession plans, therggsgnade in

respect of transformation is noticeable as mosthefsuccessors and stand-in staff identified aven fthe
designated groups (Indian, African and Coloured).

Executive Committee (“Exco”)

The names of executive committee members at tieeaddhis report are:

Name

Ms MJ Singer Saul
Mr AF van Eden
Mr H van Eeden
Ms MR Vermaas
Mr DG Connock
Mr BL Furman

Ms T Knowles

Mr M Puri

Mr IG Seymour-Smith
Ms FL Gumede
Ms L Bevis

Function

Chief Executive Officer (“CEQ")

Chief Operating Officer (“COQ")

Chief Financial Officer and Company Secretary (“CFO
Head- Legal Services

Head- Risk

Head- Supervision

Head- Marketing

Chief Information Officer (“CIO")

Head- Custody and Settlement

Head- Human Resources and Transformation
Head- Client Relations

14
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Regulatory responsibility

The annual licences to operate as the Central fiesubdepository (“CSD”) for the South African etyuand
bond markets, as well as to perform the clearingsedunctionality for bonds, were both renewedhsy t

Financial Services Board (“FSB”).

Strate continues to operate as a Self Regulataggariisation (“SRO”) in terms of the CSD licence deahby
the FSB.

For more details of the regulatory progress mad8tbgte, a report by the Chairman of the Regulaao/
Supervisory Committee is included in the Corpofaternance report.

A separate annual Regulatory and Supervisory répastailable from the Company Secretary on request
ACSDA\CSD Exchange programme
The first Americas’ Central Securities Associat{thCSDA”") CSD exchange programme was initiated 01.Q.

An exchange programme between Strate and the Me&&D, Indeval, started in September 2010 with each
CSD exchanging two staff members for a six montioge

The programme is aimed at enhancing learning asahdidates have the opportunity to learn aboubther
country, its markets and its CSD. The internati@aderience gained and the increase in knowledge ca
hopefully be applied to the benefit of both CSDs.

The initial exchange programme comes to an enddrcM2011. We and Indeval are extremely satisfighl w
the results and plan on taking part in future erglegprogrammes.

Securities Ownership Register (“SOR”)

The SOR initiative is a joint initiative between&@e and the JSE.

The efforts to implement an SOR in South Africatewred in 2010 as meetings were held with market
participants to discuss and address any conceeggithy have. The goal at this stage is to devdlefptsiness

requirements and plan for the future implementatibthe SOR.

Due to other market priorities the implementatidamm SOR is not envisaged in the short term, badudisions
will continue.

The initiative is supported by the FSB and Natioh&asury.

15
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The Future
State of South African economy

Business confidence and long term growth proseetpositive. The recovery in emerging market coesit
such as Brazil, India and China, who are part eBRIC group of countries, is good news for Southca.
South Africa was recently identified as one of ¢ifeer emerging countries that stand to benefit fforaign
investment in the future.

Exchange control was also further substantiallsgxed in 2010. This signals economic confidenceadiogvs
South African residents to increase their foreigrestments.

Impact on Strate
The confidence in the South African economy briaggortunity for Strate.

The prospects of foreign investment into South @sfrand South African residents being able to irsar¢heir
foreign investment due to the relaxation of exclaogntrol are closely aligned with our strategitiatives.

Link-up Capital Markets (“LUCM”) and interoperaltyliare some of the strategic initiatives aimedrating
and diversifying our revenue. LUCM offer an altdima to local investors who want to invest abroad a
foreign investors who want to invest in South Adritt is also seen as an alternate for local arelgo
investors who want to invest in Africa as we engesatilising LUCM as the communications gateway for
Africa.

This complements the strategy that we have forredl&dr Africa. There are many opportunities in Afriand
we are investing time and resources to investitiegse. It is a medium to long term strategy witinyna
rewards for the entire African continent.

Besides strategic initiatives aimed at growing blusiness, we intend to further entrench our posiéie the
markets trusted third party by sustaining our qurservices.

Plans for 2011

We will continue with our efforts to find additiohand alternative revenue streams that are compigmeto
our current business model. Many of the initiatives are investigating are medium to long term pmtsje
whose benefits will only be seen in future years.

The most significant initiatives and projects salled for implementation in 2011 are Money Marketsai$e 2,
an OTC Derivatives Register, Segregated Deposficopunts (“SDAs”), an Application Service Providerd
Link-up Capital Markets offering.

We are also in discussion with 6 parties who hayeessed interest in becoming Central SecuritigsobBigory
Participants (“CSDPs").

16
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Chairman of Board

The Chairman of the board, Mr ME King, indicatedBiL0 that his last day in offices will be
31 December 2010. Mr MR Johnston was appointedeashairman from 1 January 2011.

We want to express our sincere gratitude to Mr Karghe invaluable contribution that he has madieng) his
11 year tenure as chairman and wish him well ferftture.

17



Corporate governance report

This report sets out the key governance princigtispted by the directors in governing Strate Lichite
The Board endorses the principles of accountabilitggrity and transparency underlying the Code
of Governance Principles as contained in the Kiegort on Corporate Governance for South Africa,
2009. (“King 111"
King Il was released on 1 September 2009 for en@ntation in respect of financial periods commmegpci
on/after 1 March 2010. Strate has assessed thergoe principles contained in King Il and and are
reporting against these principles. The Board dpsnander an approved Charter and annual workpldn a
is responsible for, amongst other things, the amgyassessment of the following:
Strategic and business plans;
Management’s performance against objectives;
Assessment of policies which include:
delegation of powers to board committees;
responsibilities and terms of reference of boarmrogtees; and

levels of authority of board committees.

Board evaluations are performed on an annual bAgsare in the process of finalising the perforneanc
evaluations for 2010.

Board of Directors — composition
The board consist of a majority of non-executivectiors of which the majority are independent.

The names and details of the directors in offichatdate of this report are as follows:

Name Mr MR Johnston

Age 62

Qualificatior CA(SA)

Classificatiol Non-executive Chairmai

Brief summary of Active in stock broking through Lurie, Johnston & @nc for 25 years

experience Chairman of JSE during period of Deregulation,ddtrction of electronig
trading and uncertificated settlement. LID of Mridér Group Ltd and
several other Board appointments. Actively involvedmarket education
regulation and enforcement.

18
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Board of Directors — composition(continued)

Name

Age
Quialification
Classification

Brief summary of

Mr NG Payne
51
CA (SA); MBL
Independent Non- executive

Director of companies including the JSE LimitedgTBidvest Group

Classification

Brief summary of

experience Limited; Mr Price Group Limited; BSI Steel Limite@lenrand MIB
Limited.

Name Mr RJG Barrow

Age 64

Qualificatior CA(SA)

Independent Non-executive

Previous positions include being the executiveceffiof the FSB and

Classification

Brief summary of

experience Head of Surveillance at JSE.
He has acted as chairman of the Directorate fokbtakbuse since its
inception

Name Mr PL Campher

Age 63

Qualificatior B Conr

Independent Non-executive

CEO of the Association of Saving and Investmeradith Africa

Classification

Brief summary of
experience

experience (“ASISA™) and director of various other companies.
Name Mr RSM Ndlovu

Age 44

Qualification Bachelor Business Studies (Hons)

Independent Non-executive

Raymond Ndlovu is the co-founder and CEO of Noatakcial Innovation
(Pty) Ltd, an inlependent financial services company. Directoroofiganig
including the JSE Empowerment Fund Trust,

JSE SRI Advisory Committee and CSR Systems (Piy) Lt

19
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Board of Directors —

composition(continued)

Name

Age
Qualificatior
Classification

Brief summary of

Ms A van der Merwe

47

B.Luris, LLB, LLM
Independent Non-executive

Corporate lawyer and company secretary of compamite listed

Classification

Brief summary
of experience

experience environment for nearly 20 years and a member oKihg Committee. A
well-known presenter of workshops for directors aathpany secretaries
on issues such as board effectiveness, statutdigsdand liabilities and
effective meetings. She manages her own goverrartstatutory
consulting company.

Name Mr MJ Stocks

Age 45

Qualification B. Com

Non-executive

He has experience across a broad spectrum of iacdading Treasury,
Corporate and International Banking, S.W.I.F.T,gPasnme Management,
Customer electronic banking, Credit Card Procgs$ash and Cheque
operations , Global trade and as extensive knowl@fdomestic and
Cross Border payment systems.

Name

Age
Qualification
Classification

experience

Brief summary of Front office COO of ABSA Capital, responsible farsiness strategy and

Ms N Andrykowsky
33
B Bus. Sci (Hons)
Non-executive

special projects, oversees Absa Capital CustodyTamstee. Prior to Absa

Capital, worked at Monitor Group, a global stratéigy.

20
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Board of Directors — composition(continued)

Name

Age
Quialification
Classification

Brief summary of

Mr RM Loubse

60

CA(SA), M Com Statistics
Non-executive

CEO and executive director of the JSE; member@Risk Management

Brief summary of

experience Committee; member of the board of directors ofWerld Federation of
Exchange; previous chairman of the World FederatiofExchanges;
previous chairman of the South African Futures exge; previous
executive director of financial markets at Rand éhant Bank Limited.

Name Ms MJ Singer Sai

Age 50

Qualification CA(SA)

Classification Executive

Previous positions include Technical Director & South African Institute|

Brief summary of

experience of Chartered Accounts (“SAICA") before joining SEaCEO of Strate
since inception in 1999.

Name Mr AF van Eden

Age 54

Qualification CA(SA)

Classification Executive

Previous positions include Senior Manager at PWCFRinancial director

Brief summary of
experience

experience and COO of Stanlib Asset Management. COO of Stiatee March 2009.
Name Mr H van Eeden

Age 39

Qualification CA(SA)

Classification Executive

Previously with Deloitte and Touche where he seihvsdarticles. With
Strate since November 1999 as Head of Finance angpé@ny Secretary.

Currently CFO and Company Secretary.

21
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Attendance at Board meetings

Director Alternate

Mr. ME King (Chairman)

Mr. MR Johnsto Mr.DJ Davidson
Mr NG Payne

Mr RJG Barrow

Mr PL Camphe

Ms NE Makiwane

Mr RSM Ndlovu

Ms A van der Merw

Mr MJ Stocks

Ms N Andrykowsky **

Mr RM Loubse

Ms MJ Singer Saul (CEO)
Mr AF van Eden (COO)
Mr. H van Eeden (CFO and
Company Secretary) *

Mrs N Newton-King

Ms SV Zilwa ***
Observers

FSB Representatives****

24

March
2010

21
May
2010

<Z < <<

<
<

13
August
2010

K<< X< <zZ<<=<

<
<

16
November
2010

<< <K< <<

<
<

N/A

Total

A APhOWRARPDDDWOWAAEAELASL

* Appointed as director with effect from dat3 August 2010. Before appointment attended as @agnp

Secretary.

**  Appointed with effect from date 25 March )

***  Resigned as director, effective date 9 Nov®n2010 due to other business commitments.
**** Einancial Services Board (“FSB”) representats attend Board meetings as observers.

N/A Not applicable

The directors were also invited to attend the Ah@eneral Meeting which was held on 24 March 2010.
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Board committees

The Board established five permanent committe@essest in the execution of its responsibilities.

These committees were the
Audit and Risk committee;

Regulatory and Supervisory committee;
Remunerations committee;
Nominations committee; and
Transformation committee.

The need for specific board committees are coatisly assessed and the following changes were made:
The Transformation committee was disbanded in 2&1® had served its purpose. The focus will be
continued as it is a permanent item on the Boaeth@a; and
The Remuneration committee and the Nomination cdtamivere combined early in 2011 and in the

future will operate as a single committee namedRémuneration and Nomination committee.

Authority is delegated to each of these permanamingittees by the Board. Committee meeting agenmaesers
and minutes are made available to all memberseoBtard on request.

Sub-committees, like for example the Urgent Issumsmittee and New Business committee, are alsoed on
an ad hoc basis to deal with specific matters.

Audit and Risk committee

The Audit and Risk committee was established tastisbe Board in relation to the reporting of fici
information, the appropriate application and ameewnimof accounting policies, the identification and
management of risk, the internal control systentsgoverning external and internal audit.

A report by the Chairman of the committee is ineld@n pages 42-46.
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Remunerations committee and Nominations committee

The functions of the Remunerations and the Nononatcommittees operated as two separate committ@€4.0
and have since been combined to a single committee.

A report by the Chairman of the Remunerations catemiis included on pages 47-50.
A report by the Chairman of the Nominations comesitis included on page 51.

Regulatory and Supervisory committee

The Regulatory and Supervisory committee was astedal to assist the Board in supervising the d#viof the
CSDPs in terms of its CSD licence which is base&RO principles.

The activities of Supervision and Strate operatemessegregated.

A report by the Chairman of the Regulatory and $uipery committee is included on pages 52-54.

Transformation committee

The Transformation Committee was established tistas® Board in defining a transformation agendine with
the principles of the Code of Black Economic Empoment and proposed Financial Sector Charter. Adiomesd
earlier it was decided to disband this committe# bas served the specific purpose it was estadgdigor.

A report by tle Chairmar of the Transformation Committee is inclucon page55.

Stakeholder relations

Strate recognises the importance of stakeholdetsiachievement of its strategy and long-termasnst growth.
Our ethical standards for engaging with any stakkgne is aligned to the organisations values.

Given the important nature of Strate’s role wittiie South African financial market infrastructunes view
ongoing dialogue with both internal and externaksholders as an essential part of our business.

We have identified our various stakeholders, thansaof each stakeholder relationship and haveipsied
relationships based on their relevance to our tengr sustained growth.
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Stakeholder relations (continued
The key stakeholders identified are:

The Board of directors

The JSE Limited

CSDPs

Regulators and certain Government departments
Staff

Suppliers/Vendors

Media

Issuers

Shareholders

We engage with our key stakeholders on an ongaimgjsometimes daily, basis using varied methodsterfaction
and communicatic.

Ethical practices

Strate’s code of conduct is designed to set stasdair behaviour. All employees and suppliers atpiired to
maintain the highest ethical standards aimed atrgmgsthat the company’s business practices ardwadgd in a
manner that is above reproach. Emphasis is plabetegpecting client confidentiality, avoiding caat of
interest, and conducting business with integritgt honesty. Failure to comply with the code of ethgviewed
as a serious disciplinary breach that is subjeit@tisciplinary action.

We will cease doing business with any supplierawshplying with our code of conduct.

No violations of this code have come tcht during the year under revie

Labour Practices, Environment and Social

Labour Practices

Strate complies with the Occupational Health anfkt$aAct (No.85 of 1993). Exco members are requied
undergo an annual comprehensive health examination.

Strate further provides the following services:

Wellness

The objective of the wellness programme is to eremwareness about, and motivate staff to prioritier
wellbeing. The initiative empowers staff to makdonmed decisions about their work and life throwmhun,
creative and interactive process.

Strate aims to continually develop the WellnesggRnmme and encourages a work-life balance with da&ss,
burnout and absenteeism. A safe environment, hyeald happy staff leads to greater productivitya®twould

also like to use this drive to focus on areas ifledtby staff as areas for improvement in the DBIH survey, as
well as in the Blueprints DNA survey.

25



Corporate governance report
Labour Practices, Environment and Socialcontinued)
HIV/AIDS

Strate has arranged for speakers on the topic artitipates actively in World Aids Day on 1 Decemkeach
year. Our policies are also protective of the sghitthose staff who may be living with HIV/AIDS.

ICAS

ICAS Southern Africa is part of ICAS Internationtiie world's leading provider of behavioural riskmagement
services to the business community. ICAS offer® ftelephone counselling for Strate employees aed th
immediate families. They also offer three free faméace sessions with a qualified counsellor atharge. ICAS
has a great online facility that allows individuéts profile themselves and seek advice from expamtgnatters
such as nutrition, fitness, finances, legal prolslemd much more.

ICAS also offer a service specifically targetedranagers offering advice on how to deal with difiemployees
and poor performance.

Learnership programme

The Learnership programme at Strate is aimed ditéing the implementation of learnerships foopke with
disabilities. This supports and assists StrateBBEE Strategy, in retaining talent and meeting aeakills needs.
The learnership programme has a direct positiveahpn Employment Equity and the Skills Development
elements of the B-BBEE score card.

The implementation of the learnerships includething to existing staff which addressed issuedirgao
disabilities, the management thereof and the iatemr of people with disabilities in the work place

Mentorship Programme 2010

The Mentorship programme is a valuable vehicle aoly for development of mentees but also for the
development of leadership potential. The purposethef programme is to address the transfer skitbenfr
experienced employees to those less experienca@pghensuring the sustainability of knowledgetirats.

Currently we have twenty five mentees who have scte the guidance and support of objective mentbrscan

act as a sounding board and motivator. This programlso helps with the integration of employeeStiate. The
2010 Strate mentorship programme comprised of gmee mentors and twenty five mentees.
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Labour Practices, Environment and Socialcontinued)
Environmental

Given the nature of our business, our environmentghct is limited to specific areas. The matesaedas are
energy, materials and transport.

Over the years Strate has implemented severalnactidmed at mitigating the environmental impactoaf
behaviour and our services. The actions includédih@wing listed below.

Energy

An intelligent lighting system was installed:;

The air conditioning system is set to switch offaaatically after business hours;

Electricity meters were installed to accuratelyorelcand monitor usage; and

Electricity efficiency is considered and evaluaitethe acquisition of new technology equipment.

Materials

We are constantly monitoring paper and printer esag

We have limited the provision of bottled water hgtalling water coolers;

We are using the technology at our disposal mdeztfely. For example e-mail and on-line review
functionality; and

We promote the recycling of paper and tin cans.

Transport

We have implemented a remote access facility andbile working arrangements for employees.

Social

Investing in our local communities is an essergat of Strate’s business philosophy. We suppaoriraber of
worthy causes which have had a positive impactemple’s lives and their future.

Strate encourages its staff to become involveddaid®SEconomic Development (“SED”) initiatives arftey
regularly participate in community out-reach prognaes. Strate also has a programme in place whaffe st
members can nominate a worthy course within thainraunities to receive support from the company.

During 2010 Strate contributed R606 304 to varioitgatives which include the following:
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Labour Practices, Environment and Socialcontinued)
Social(continued)

Valued Citizen — Strate Siyakhula Project

The Siyakhula programme (“Siyakhula”) focuses oader9 girl learners and aims to create a platfohareby
the learners are empowered to make life choicegak®dcontrol of their futures. Siyakula runs atemgchool
programme which is focussed on leadership, commatinit, negotiation skills and decision making skill

is viewed as essential skills required to makedg#eisions and take control of their futures.

Thuthuka Bursary Fund

The South African Institute of Chartered Accounsa(iiSAICA”) has over the last 18 years been running
numerous programmes to assist students from distatyed backgrounds with entry into the accounting
profession.

The Thuthuka Education Upliftment Fund and ThuthB8kasary Fund have been created as vehicles through
which this consolidated strategy is driven. Thesonijective is to establish and maintain structfwesarrying

out and promoting skills development. This will tdioute to changing the membership demographicthef
Chartered Accountancy profession with the ultimeita that the membership of the profession willgeflthe
country’s population demographics.

During 2010, Strate contributed R120 000 towarésTthuthuka Bursary Fund which used the money tosmo
three students.

Sekolo sa Borokgo

Formed in 1993, Sekolo sa Borokgo is a non-prafiteducational, independent school, registered thieh
Gauteng Department of Education, from whom it nesgia small subsidy.

The school mainly caters for previously disadvaethdearners who come from areas such as Soweto,
Alexandra, Vosloorus, Diepsloot, Cosmo City andHast Rand. The aim of the school is to developéra in
a structured environment with particular emphasisfathematics, Science and English.

The school currently operates on two campusesviiidle School in Blairgowrie (Grades 7 to 9), ahe Matric
Centre in Randburg (Grades 10 to 12 and A Levele@e). Both sites were acquired via external cafgor
funding.

During 2010, Strate donated an amount of R60 0@fatds Sekolo sa Borokgo for the refurbishmentheirt
middle school.
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Labour Practices, Environment and Socialcontinued)
Social(continued)

Ebenezer Care Centre

Ebenezer Care Centre provides a loving home enwieoih for about 80 destitute adults and 60 childien.
ensures that the children get the necessary edadatenable them to lead fulfilling lives.

Strate not only provides ongoing financial supptrtthe centre, but also recognises the value df sta
involvement in the project. We encourage a philbgopf staff volunteering, thus enabling staff toopt a
hands-on approach in the lives of those at the &mrCare Centre.

During 2010, Strate made a contribution of R39 @@®ards purchasing a bus engine for the bus used to
transport the Ebenezer children to school. Strigi @aid an amount of R40 500 towards the schoitdreim’s
school fees.

Strate donated a total of R 164 980 towards tliigiive during 2010.

JSE / Liberty Life Investment Challenge

The programme encourages schools in disadvantageungnities to participate in the JSE’s Investment
Challenge, which teaches learners how to tradeesh&@trate contributed R25 000 during 2010 to pievi
schools with access to the financial media.

Other
Strate contributed to the balance of R196 424 tdevanitiatives which include the following:

Interactive at Wellness

Cell C Day

Zondi Community

East Bank High School

We care feeding scheme

Nkosi Haven

Sunflower Fund

Bingo Evening and

Lesotho Project

Tabernacle

Tlou Secondary School in Phofu Village
Action for the blind and disabled
Genyaneni Community Service
Endangered Wildlife Trust and
Kitty and Puppy Heaven
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Labour Practices, Environment and Socialcontinued)

Social (continued)

Strate Charity Shares (“SCS”)

SCS is a charity donation programme run by Stkatenputershare Investor Services and PSG Online.s8G&s
as a convenient mechanism whereby shareholderguiekly and easily donate small or large amountshafres to

charity. It does not cost the person making theatlon anything and it is also tax-deductible.

SCS is a highly effective vehicle for disposingsmhall holdings of shares that are too costly td thebugh a
stockbroker.

The donations have helped organisations like Bgthidouse Trust, Child Welfare, African Children Faep
Scheme, SAICA WeCare Campaign.

Society and Transformation

Strate improved its B-BBEE rating by obtaining eele3 rating for the financial year ended 31 Decenf09,
compared to a level 8 rating in the preceding faanyear. In addition Strate is classified as leadded
supplier which means that an additional 25% cacdl&iened resulting in customers being able to cla8#,5%
of each rand spent with Strate for B-BBEE purpose.

The details of Strate scoring are as follows:

2009 2008
% %

Equity ownership 15,78 8,67
Management control 2,30 2,00
Employment Equity 10,02 5,03
Skills Development 12,56 0,53
Preferential Procureme 17,0 15,21
Socio Economic Development 5,0 3,38
Enterprise Development 15,0 0,00
78,56 34,82

Level 3 Level 8
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Labour Practices, Environment and Socialcontinued)
Social (continued)

Workforce profile

The workforce profile statistics for Strate ard@bws:

Classification 2010 2010 2009 2009
No. of Staff Percentage No. of Staff Percentage
Gender Female 58 50.9% 61 51.2%
Male 56 49.1% 58 48.7%
114 100% 119 100%
Race White 48 42.1% 49 41.1%
Coloured 11 9.6% 14 11.8%
Black 33 28.9% 40 33.6%
Indian 18 15.8% 14 11.8%
Other 4 3.5% 2 1.7%
114 100% 119 100%
Disabled Disabled 3 2.6% 3 2.5%
Not disabled 111 97.4% 116 97.5%
114 100% 119 100%
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International activities
Africa-general

Strate is aligned to international best practiced aontinually strives to bring further efficiensieand
enhancements for the good of the Southern Afritagcial community.

Strateactively participates as a member of the Committethe SADC Stock Exchanges (“CoSSE”). St
attended the CoSSE meeting and believe that gamgtess was made in 2046 relationships are establis!
which would benefit Strate in implementing its Afin strategy.

AMEDA

Strate actively participates in the AMEIL The CEO of Strate is a member of AMEDA Executive

Besides the attendance and participation in the B Events during 2010, Strate and AMEDA are workirzgd
in organizing the CSD11 conference as the hostinlgeobiannual event was awarded to AMEDA. The eagrice

is taking place from 13 to 15 April 2011 in Capenip South Africa.

We believe that the hosting of the prestigious eweih benefit Strate and South Africa as attendees) around
the world would be able to see the investment piatieof Africa and the Middle East.

ACSDA

Strate is a member of ACSDA and actively parti@gadand contributes to the association. The CEQrafeSis a
member of the ACSDA Executive.

Link-up Capital Markets S.L, Spain

The CEO of Strate is a Board member of Link-up @dpilarkets S.L, Spain. The appointment is extrgmel
beneficial as the interaction with our internatiopeers provides us with insights in respect afrinational
developments which could be applied locally in ortdefurther enhance securities services in Sotitic#

Other

Strate representatives have been appointed tougandustry working committees eg. Corporate Action
committee of the International Security Servicesdtsation (“ISSA”), the IT, Legal and Risk workimgmmittee
of ACSDA. Strate also represents South Africa enUiNIDROIT Emerging markets committee.

The CEO of Strate is also a member of the Inter®DCan international body that represents the views
of the CSDs globally, to represent AMEDA and ACSDA.
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Alternate Dispute Resolution

In all its agreements, Strate ensures that a puveeekists for disputes to be dealt with in termhsmo
alternative dispute resolution procedure. This Ugiravolves mediation between the parties in dorfto
address the issues and also to preserve busiagsnghips. In the event that mediation is notcegsful,

a formal dispute resolution procedure is cateredtifioough arbitration by a recognised independent
arbitration organisation.

Strate believes that this combination of informad dormal dispute resolution provides the mostaife
and efficient method of dealing with the conflibat inevitably arises during the course of doingihess.

Internal control

The directors are responsible for the system oérial control and for regularly reviewing its
effectivenes:

To enable the directors to meet these respon@hilimanagement sets standards and implementsnsyste
of internal control aimed at reducing the risk afoe or loss in a cost effective manner. The systein
internal control are also designed with fraud imdnas management aims to detect and prevent such
incidents. These controls include:

the proper delegation of responsibility within aally defined framewor
effective accounting procedures; and
adequate segregation of duties.

The role of the internal audit function is to:

assess the design and operating effectivenessntfot governing key operational processes and
business risks;

provide the Board with an assessment, independantimagement, as to the adequacy of the internal
operating and financial controls, systems and jwest

assist the Board in meeting its corporate govermand regulatory responsibilities; and

provide consulting services to management in ora@nhance the control environment and improve
business performance.

Based on information provided by the internal axtemnal auditors, and explanations provided by
management, the directors are of the opinion that:

the company'’s internal controls are adequate dedtefe; and
the company’'s assets are protected and used amlédteén all material respects with appropriate
authorisation.

Internal Audit at Strate has been outsourced toeRmterhouseCoopers and is independent of the Risk
Management and the Supervision functions.

33



Risk Management and Internal control report

Risk management

The focus of risk management is to identify, assessimplement controls for all the major riskswoich
there is an exposure. Although risk cannot be elitgid, actions to mitigate risk exposures areaitaitl by
identifying risks and ensuring that the appropri@atrols, systems, practices and ethics are inmgrésal

Strate’s core business, as defined in its purgdede, provide clearing, settlement and depositeryises
for securities, enabling end-to-end pragmatical#, innovative solutions that facilitate the ngeraent

of risk and the realisation of value for all sta@klers.

The risks that are faced by Strate and the maskatrasult of the electronic settlement process h&en
identified. The parties responsible for managirgséhrisks in respect of equity, bond and money atark
settlements have also been identified and arecteflein the table below. References to Strateraftsi
capacity as the CSD. This section on risk managewsno refers to the limited proprietary risks &ra

bears in managing its own affairs.

Risk matrix - Electronic settlement in the Stragmvironment

EQUITIES
Type of risk Strate JSE**** CSDPs Brokers
Principal No No No No
Tainted scrip No No Yes Yes
Settlement No Yes * Yes** Yes*
Credit No Yes Yes Yes
Liquidity No Yes Yes Yes
Systemic Yes Yes Yes Yes
Operational or technology Yes Yes Yes Yes

BONDS
Type of risk Strate JSE CSDPs Brokers
Principal No No Yes Yes
Tainted scrip No No Yes Yes
Settlemer No No Yes Yes
Credit No No Yes Yes
Liquidity No No Yes Yes
Systemic Yes Yes Yes Yes
Operational or technology Yes Yes Yes Yes
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Risk matrix - Electronic settlement in the Stratendgronment(continued)

MONEY MARKET

Type of risk Strate Exchange CSDPs Traders
Principal No N/A*** Yes Yes
Tainted scrip No N/A*** Yes Yes
Settlement No N/A*** Yes Yes
Credit No N/A*** Yes Yes
Liquidity No N/A*** Yes Yes
Systemic Yes N/A*** Yes Yes
Operational or technology Yes N/A*** Yes Yes
* T + 0 to final confirmation * From final confimation

***  No formal exchange ***x  The JSE Settlement Authority

Principal risk

Definition
Principal risk is the risk that a party to a trad# lose the full value involved in the transactior his could
occur when there is a disconnection between thenpatand the transfer of ownership of the secuaritie

Equities

There is no principal risk in Strate as the setistrmodel is to reserve the securities, effect matnof
funds in Central Bank funds using the ContinuouscBaProcessing Line (“*CBPL”) functionality and,
without any delay, transfer ownership of the samsgiat the CSDP level. Transfer is final and ioeable
in law. Strate complies with the Simultaneous Filmedévocable Delivery versus Payment (“SFIDvP”)
principle. This ensures that the final and irre\slearansfer of the securities occurs simultangousth
the final and irrevocable transfer of cash in Cardank funds.

Bonds and Money Market Instruments

The situation is the same as described above, exieapContinuous Processing Line (“CPL") payment
functionality is used for Bond settlements andReal Time Line (“RTL") for Money Market Instruments
Tainted scrip risk

Definition

Tainted scrip risk arises when security certifisatehich are tainted are dematerialised into thet&tr
environment.
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Risk matrix - Electronic settlement in the Straémvironment(continued)

Equities

Strate bears no tainted scrip risk as, once ine&ttae record is sacrosanct and no rectificatsopassible.
Strate does not take responsibility for the denmisation process. The sub-registers, where therdeof
ownership of investors is kept, are maintained Bpes.

Bonds
The situation is the same as described above exigpthe fact that in the Bond environment
dematerialisation and immobilisation is allowed.

Money Market Instruments
The situation for Money Market Instruments is sanito those described above in that Strate has no
responsibility for those Money Market Instrumentsiah are still held in paper form.

Settlement risk (also known as replacement cosk,righich includes price risk)

Definition

Settlement risk is the risk that a party to an opransaction, for completion at a future date, \ll to
perform on the settlement date. This failure mawéethe counterparty with an unhedged or open rharke
position, or deny the counterparty unsettled gainsthe position. The resulting exposure is the obst
replacing, at current market prices, the originahs$action.

Equities

Strate bears no settlement/replacement cost ar psk. For on-market trades between two brokeesJSE
Limited (“the JSE”) accepts settlement and pricgk for both cash and securities if the broker that
introduced the trade is unable to settle. The d8t&irn, hagecourse against the broker that introduced 1
trade for the price risk and an administration geawill be levied as part of the penalty stipulai@derms

of the JSE rules. For off-market trades, if setdahtoes not take place, the trade is taken otlteo$ystem

at end of day on T + 5 (five business days afmdaction date) and it is left to the contractiagtips to
remedy the “failed trade”. In addition, the CSDPaynfacilitate the settlement process for off-matkaties

by reporting the off-market instruction to the CE&W the next available settlement date. This ftatilbn
process may continue for a maximum of five busingags after the settlement date of the original
instruction, after which the original instructionlivibe cancelled.

Bonds

Strate bears no settlement/replacement cost og psk. In general the JSE does not bear the riblere
The JSE only bears the risk for both cash and gessuin the event of broker default. The JSE has a
guarantee fund in place for these events.

Money Market Instruments

Strate bears no settlement / replacement costice psk. In the event that a transaction doessette it
will be deemed to have failed and it is left to tuatracting parties to remedy this.
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Risk matrix - Electronic settlement in the Straémvironment(continued)
Credit risk

Definition

Credit risk refers to the risk borne in the eveha@ounterparty not settling an obligation forl fudlue,
either when due or at any time thereafter. Cradk comprises the risk of loss from a counterparty
defaulting during settlement.

Equities

Strate bears no credit risk in respect of theesattht process. Credit risk is borne by the CSDPespect

of settlements for which they have irrevocably catted to settle. The JSE, on behalf of its members,
also assumes credit risk exposure in respect @etti@nsactions introduced by them and to which the
CSDPs are not prepared / unable to add their comenit

Strate is exposed to credit risk in the normal sewf business.

Bonds

Strate bears no credit risk in respect of theesattht process. Credit risk is borne by the CSDPsspect
of settlements for which they have irrevocably cdtted to settle. The only instance where the J8§ m
bear the risk will be in the event of Broker defaak explained under settlement risk above.

Money Market Instruments

Strate bears no credit risk in respect of theesatht process. Transactions are settled on a geafsby-
trade basis and, as with equities and bonds, adjtarisk is borne by the CSDPs or the contragtiagies
themselves.

Strate is exposed to credit risk in the normal sewf business.
Liquidity risk

Definition
Liquidity risk is the risk that a party will not W& sufficient liquidity, i.e. cash or securities, meet its
settlement obligations.

Equities
Strate bears no liquidity risk as it neither adsaedbank or deals with investors directly. It odgals with
CSDPs. The CSDPs, the JSE and its members bemlithosk.

Bonds

Strate bears no liquidity risk as it neither adsaedbank or deals with investors directly. It odgals with
CSDPs, who bears any liquidity risk. The only amste where the JSE may bear the risk will be in the
event of Broker default, as explained under settt@misk above

Money Market Instruments

Strate bears no liquidity risk as it neither actsadbank or deals with investors directly. The ngenaent

of liquidity risk, particularly in respect of theaurities, has been significantly enhanced withattheption

of an SOR which would immediately highlight wheth&rtrade has been entered into without the
necessary securities being available in the sy&tesettlement.
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Risk matrix - Electronic settlement in the Stragmvironment(continued)
Systemic risk

Definition
Systemic risk refers to the scenario when a digyogt a CSDP, the JSE, Strate or the Central Baokd
cause a “domino effect” throughout the financialkess.

Equities
One aspect of the regulation of the CSDPs by STRA&URervision is the mitigation systemic risk in the
clearing and settlement of securities transactions.

Bonds
The situation is the same as explained above faities,

Money Market Instruments

While similar in many respects to the other marktits fact that Money Market transactions are egttin a
gross trade-by-trade basis in a T + 0 environmerihér enhances the management of systemic risiein
clearing and settlement of these transactions.

Operational risk and technology risk

Definition
Operational and technology risk is the risk thgpiaper operations, trade processing or managemsternss
will result in financial loss. It includes the risk loss due to a breakdown in internal controls.

Equities, Bonds and Money Market Instruments

On the financial side, proper management procedurmdsding adequate books and records are mairttaine
Strong internal controls have been implementedardeviewed regularly to ensure that the risk expes
are mitigated.

The controls that Strate has implemented to maitagisk exposure are categorised as follows:
Management controls;
Financial controls;
Operational controls;
System and data processing controls; and
Business continuity.

The board has satisfied itself regarding the effeness of risk management and controls.
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Management controls

Controls throughout Strate are a key accountabilitine management and are monitored on an ongoing
basis by management to ensure compliance with dected policies and operational procedures.

Management controls are an integral part of thérobenvironment of the company. Management has to
ensure that the risks in their respective areassgonsibility are managed within the toleranceleof the
company.

Compliance with documented policies and operatipnatedures, which are accessible to all employses,
part of Strate’s terms of employment.

To ensure that the staff is adequately informedydmuresource policies and procedures are commedicat
on an ongoing basis.

Financial controls
Comprehensive financial controls are implementeehtgure that:

Financial information is reliable; and
Assets are safeguarded against unauthorised usspoisal.

Financial information is used in decision-makingd aoreparation of management reports and financial
statements. Regular communication of accountingeations, taxation and other relevant informatiaket
place to ensure that the finance staff is equigpeproduce reliable financial information. Straiiely
encourages all staff to use the training allowances

Financial planning is also key as Strate’'s solveaoy ability to operate as a going concern needseto
ensured and managed. Strate’s revenues are depemndie trading volumes of securities. Stratetbdsgave
the resources, means and ability to see througlomqyed periods of adverse trading conditions, al age
potential contingencies. Information on mattershsas operating and capital expenditure, identificabf
contingent liabilities, insurance cover, legislatiand fluctuation in trading volumes is used inf@ening
sensitivity analyses. The sensitivity analyses ji®information on the impact on various key itesigch as
cash and profitability.

Internal controls are documented. Regular reviewhege controls takes place and, where neceséase t
are updated to ensure appropriateness.

A high degree of segregation of duties and delegaif authority is achieved despite a relativelyalrstaff
compliment. Care is taken to ensure that staff nemhre not able to perform tasks or execute tctinss
from beginning to end. Management review and ogatsplays an important role in mitigating the risk
acceptable levels in areas where it is not possibegregate duties and delegate authority. Theale are
considered to be adequi
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Operational controls

Operational procedures with respect to clearingleseent and corporate action processing are largel
automated and an integral part of the CSD systemaerel were no significant weaknesses or areas of
concern, but recommendations have been providedutomate some of these manual processes to
eliminate manual intervention as far as possibld #n further improve Straight Through Processing
(“STP").

The operational controls are based on the followigprinciples that are consistent with internadidy
recognised standards for securities settlemengsgst

SFIDvVP in Central Bank funds.

The settlement model involves the reservation ofisées balances, the transfer of value in Central
Bank funds and the simultaneous release and traofséecurities. This provides the basis for SFIDvP
which is enabled by Strate and the South Africanitigle Options System (“SAMOS”) which
provide for the electronic transfer of securitiesl funds respectively.

Rolling settlement cycle on a trade day plus basis.

The time as to when a trade will settle is eas#liedminable. Settlement of a trade is scheduleedas
on the settlement cycle applicable to the typescfisty. On market equity trades currently settieao
T+5 basis, on market bond trades on a T+3 basisramedy market trades on a T+ 0 basis.

Risk based

Controls are implemented to manage the risk intiénethie specific transaction or process.

Group settlement

Equity settlement obligations are grouped per sgcand per dependency. The groups formed are
structured in a manner to minimize and isolateiiti@act of a settlement failure to a specific group.

Bond settlement is not ring fenced as settlemeatusocess and a single fail could result in total
settlement failure. The settlement process lingtais proactively managed and monitored.

There is no grouping in respect of settlementsrfoney market securities.
Efficient netting
The settlement systems in respect of equities andshave functionality that nets cash and / or

security positions. This functionality limits thember of transfers between safe custody accoudts an
reduces the cash funding requirements of the deBdurak by the settling banks .
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Risk Management and Internal control report
Operational controls (continued)
Securities lending and borrowing

The securities lending and borrowing functionailityproves liquidity and reduces the risk of failed
settlement. Securities can be sourced by willingdweers from willing lenders to expedite settlement
in an extremely automated and secure environmeatemtollateral and securities pass simultaneously
in one group settlement.

Corporate actions- automation

The corporate action process enables electronim@atyof entitlements in Central Bank funds on due
date. There are certain manual activities thatgmiessk, but those are closely controlled.

Payments to Participants are only made once Stestdeen funded, thereby eliminating credit risk.
The rolling contractual basis of settlement ensthiasmarket claims are eliminated.

Minimum participant eligibility standards

Applicants are required to meet minimum standandsrdler to be accepted as a Participant, and once
approved and accepted, to continue to operatéPasti@ipant.

Eligibility standards are risk-based to ensure thatclearing and settlement processes are, aralmem
to be, of a high standard given the potential sy&teisk implicatons

IT Governance

The effective and efficient management of IT resesrto facilitate the achievement of the strategic
objectives has been a key focus during the yeagrumdiew.

The assessment and management of IT related @siestieen fully integrated in the company’s overak
management framework and is monitored. We arefa@sed on ensuring that the benefits of the
investments are realised.

Business continuity

A fully documented Business Continuity Plan exigisdeal with a potential business interruption in
operations or systems, effectively and efficienfize plan ensures that the business of the compidhy
continue in the event of an emergency. Strate Hallyamirrored disaster recovery site at a sepasite.
The Disaster recovery site and related processgeditive been implemented represent an integralopart
the total business continuity plan.

Procedures for the back-up and retention of daitst.drformation is regularly backed up and stoirec
secure off-site location.

Elements of the Business Continuity Plan are tesiea regular basis to ensure that the statedtolgec

are satisfactorily achieved. Regarding employedicoity the notice period for Exco is 3 months vehihe
CEO is subject to a 6 month notice period.
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Audit and Risk committee report for the year ended31 December 2010

We are pleased to present our report for the fiahgear

11 Audit and Risk committee charter

The audit and risk committee has adopted formahdenf reference as its audit committee charter kwhic
has been approved by the board of directors. Thanitiee conducted its affairs in compliance witks th
charter and has discharged its responsibilitiesatoed therein.

1.2 Committee membership and attendance at meetings

The committee consists of three independent newcdile directors and a non-executive director and
meets at least four times per yeatr.

The CEO, CFO, COO, CIO, Head of Risk and other membf management (as appropriate) attend the
meetings by invitation. Representatives from themal and internal auditors and the Financial 8esv
Board are also in attendance.

The Committee makes use of a number of subjecemaxperts to guide it in the execution of its esiti

During the year under review four meetings werel .hel

Member Classification 10 3 29 8 Total
March May July November
2010 2010 2010 2010
Ms A van der Merwe  Independent Y Y Y Y 4
(Chairman)
Mr RM Loubser Non-Executive Y Y Y Y 4
Mr NG Payne Independent Y Y Y Y 4
Ms SV Zilwa Independet Y Y N N 2
Mr H Swanepoel Invitee Y Y N Y 3
Ms M Singer (CEO) Invitee Y Y Y Y 4
Mr H van Eeden (CFO) Invitee Y Y Y Y 4
Mr DG Connock Invitee N Y Y Y 3
Mr M Puri (CIO) Invitee N/A Y N Y 2
Mr A van Eden (COO) Invitee Y Y Y Y 4
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Audit and Risk committee report for the year ended31 December 2010

1.3 Roles and responsibilities

The roles and responsibilities of the committeduide its statutory duties per Companies Act, 1978 the
responsibilities assigned to it by the board.

1.3.1 Statutory duties
In the conduct of its duties, the committee hasgpered the following statutory duties:

Nominated for appointment as auditor of the compamggistered auditor who, in the opinion of the
committee, is independent of the company;

Determined the fees to be paid to the auditor hadtditor’s terms of engagement;

Ensured that the appointment of the auditor coraphih the Companies Act, 1973 and any other
legislation relating to the appointment of auditors

Determined the nature and extent of any non-awglitices that the auditor may provide to the
company; and

Pre-approved any proposed agreement with the auditdhe provision of non-audit services to the
company.

External auditor

The committee has satisfied itself that the exteanditor was independent of the company, as seinou
section 94(8) of the Companies Act, 1973 whichudek consideration of compliance with criteria tieta

to independence or conflicts of interest as prbsdriby the Independent Regulatory Board for Auditor
Requisite assurance was sought and provided bgutigor that internal governance processes withén t
audit firm support and demonstrate their claim ndependence. The committee, in consultation with
executive management, agreed to the engagemest, kettms, audit plan and budgeted audit feeshier t
2011 year.

The Strate Limited External Auditors policy sets the principles and guidelines for the use ofaktrnal
auditors for non-audit services. No non-audit sswiwere provided by the external auditors durireg t
year under review.

The committee has nominated, for approval at tmeaingeneral meeting, KPMG as the external audiit fi

and Mr R Warren-Tangney the individual auditor wasgble for performing the functions of auditory fo
the 2011 year.
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Audit and Risk committee report for the year ended 31 December 20

1.3.2 Duties assigned by the board

The committee fulfils an oversight role regardihg tompany’s integrated report and the reportioggss,
including the system of internal financial contrblis responsible for ensuring that the outsouicésrnal
audit function is independent and has the necessaogrces, standing and authority within the
organisation to enable it to discharge its dufiesthermore, the committee oversees cooperatianeaest
the internal and external auditors, and servesliak Aetween the board of directors and thesetfans.

During the year, the committee met with the exteanal internal auditors without management being
present.

The audit committee is satisfied that it compliathvits legal, regulatory or other responsibilitighich
includes the authority to decide on the use ofSpecial Purpose Reserve.

Internal financial controls

After due consideration of information and expléoad given by management and discussions with the
external auditor on the results of their audit, dlbdit and risk committee is of the opinion that th
company’s system of internal financial controlgffective and forms a basis for the preparatiorebéible
financial statements.

Financial Statements (including accounting practice

The committee has reviewed the financial statemafttse company and is satisfied that they compti w
International Financial Reporting Standards.

Going concern

The committee reviewed a documented assessmenabggament of the going concern premise of the
company before concluding to the board that thepazm will be a going concern in the foreseeablertut

Expertise and experience of financial director d&indnce function

The committee has satisfied itself that the CFOdmmsopriate expertise and experience.
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Audit and Risk committee report for the year ended31 December 2010

Risk management

The board has assigned oversight of the compartigks management function to this committee. The
committee fulfils an oversight role regarding :

The adequacy of the nature, intent and effectivepéthe risk and control infrastructure within the
Strate environment as well as the development aaithtemance of a comprehensive, dynamic
system of internal and external controls to enS8itrate’'s own adherence to the CSD rules;

the review of, and compliance with, the risk philpBy, strategies and policies of the company;
and

the review of risk identification and measuremestmdologies employed within the company.

Internal audit

The committee has considered and recommended tgrmah audit charter for approval by the board and
has approved the annual audit plan.

The internal audit function has been outsourcedPricewaterhouseCoopers and reports centrally with
responsibility for reviewing and providing assuraran the adequacy of the internal control enviramme
across all of the company’s operations. The engageartner is responsible for reporting the figdimof

the internal audit work against the agreed inteandlit plan to the committee on a regular basis.

The engagement partner has direct access to thtecaoumittee, primarily through its chairman.

Whistle-blowing

The committee is satisfied that adequate and apptepprovision is made for whistle-blowing. No
instances requiring action were encountered duhagear under review.

Sustainability reporting
The committee has considered the company’s subilitpanformation as disclosed in the integrategport

and has assessed its consistency with operatiadadther information known to committee memberse Th
committee is satisfied that the sustainability infation is reliable and consistent with the finahcesults.
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Audit and Risk committee report for the year ended31 December 2010

Recommendation of the integrated report for appgroyadhe board

The committee has, at its meeting held on 2 Mafhl2recommended the integrated report for approval
by the board of directors.

At this juncture it would be appropriate, on beludlthe board, to express my sincere gratitudeyto m
fellow committee members for their efforts and cimitions during the year as well as to managentkat,
auditors and the user community for their ongoimgpsrt.

Ms A van der Merwe
Chairman, Audit and Risk Committee
Independent Non-executive
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Remunerations ommittee report for the year ended 31 December :10

The overall objective of the committee is to makeommendations to the board in the discharge of its

duties relating to remuneration.

The committee met once on thé"lff November 2010. The attendance at the meetirsgasdollows:

Member Classification
Mr ME King (Chairman)* Independent
Ms MJ Singer Saul (CEO) Invitee

Mr RSM Ndlovu Independent
Mr RM Loubser Non-Executive
Mr NG Payne Independent

16 November 2010

<<<<<

P RPRPR R

Total

The committee reviewed and considered various ssferred to it by the Board. Issues worth noting

were as follows:

The committee recommended the remuneration of Ef@ @nd senior management and approved the

overall salary increase of 5,67%;

The committee recommended a 8,0% increase in renamime in Non-executive directors fees;

The committee reviewed and recommended Short-tachiEa-gratia bonuses. Ex-gratia bonus total

is R7 556 189.

The committee reviewed and recommended the Lomg-itezentive scheme.

Details of non-executive directors’ remunerationtfee year under review and as proposed for thé 28ar
are set out below. Detailed information in thisamehis set out in note 25 of the company’s findrstiatements.

Non-executive directors’ fees 2011 2010

Retainer | Meetings | Retainer| Meetings
R R R R

Chairman of the Board 343 272 16528 317 844 15 304

Lead Independent Director (excluding board fee) 859 - - -

Chairman of the Remunerations and Nominationg 50 855 16 528 47 088 15 304

committee (excluding board fee)

Chairman of the Audit and Risk committee 88 996 16 528 82 404 15 304

(excluding board fee)

Chairman of the Regulatory and Supervisory 88 996 16 528 82 404 15 304

committee (excluding board fee)

Chairman of the Transformation committee - - 47 088| R12 949

(excluding board fee)

Board Members 63 569 13985 58 860 12 949

Attendance by board members at sub-commiitee - 13985 - 12 949

meetings by invitation

Hourly rates for unscheduled meetings - 1907 - 64 |7
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Remunerations committee report for the year ended BDecember 2010

Remuneration of other members of the Executive Citimen(“EXCQ”), that are not directors,
for 2010 are as follows: (executive directors’ emmoénts are disclosed in note 25)

Name Function Salary | Bonus and Total
LTI
R’000 R’'000 R’'000

Mrs MR Vermaas Head- Legal Services 1 465 1874 3 339
Mr DG Connock Head- Risk 959 1250 2 209
Ms BL Furman Head- Supervision 1009 1310 2319
Ms T Knowles Head- Marketing 980 1256 2 236
Mr M Puri ClO 125¢ 949 2203
Mr IG Seymour-Smithl Head- Custody and

Settlement 1186 1246 2432
Ms FL Gumede Head- Human Resources ang

Transformation 800 466 1266
Ms L Bevis Head- Relationship

Management 650 477 1127

Remuneration Structure and Policies
1. Introduction
The policy document provides guidelines applicableemuneration of employees.

We believe that employees should be fairly remuedrand compensated as this contributes to the
sustainability of the company. The philosophy addgbr sharing profits in the company is as follows

1.1 Company
The company retains 30% of the Net Profit After T&PAT”) to fund operations and growth.
1.2 Shareholders

The Shareholders share in NPAT by receiving divitderThe current dividend policy is 2 times cover,
which is a 50% pay-out ratio.

1.3 Employee share

The employee’s share of NPAT is 20%. This congisteio incentives, namely the Ex-gratia bonus,alihi
is 10% of NPAT and the Long Term Incentive schewlgch is the other 10%. The 10% allocated to the
Long Term Incentive is linked to the dividend pglas 20% of the dividend pay-out ratio, which isreatly
50% pay-out ratio (dividend cover of 2).

This share of 20% is over and above the annuatisaland short term bonus policy.
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Remunerations committee report for the year ended BDecember 2010
Remuneration Structure and Policiegcontinued)

2. The remuneration structure of Strate consists of th following components

2.1 Salary

The company adopted the total Cost to Company (“T&@proach. The CTC of employees are market
related and are benchmarked against industry irgtiom on a regular basis. . Strate utilises arrmete
based remuneration survey which provides data scaowide variety of industries in South Africa
including the Financial industry. The Company hahfer adopted a policy of paying salaries that are
above the median and that employees are not msdHan 70 percent of the"7percentile

2.2 Short-term bonus

The short-term bonus policy is designed to rewangleyees for their contribution to the succesdef t
company each year. Employees are rewarded forgheiormance against their specific objectives,
which are aligned to the objectives of the compaFiye short-term bonus, which is paid annually,
ranges from 1 to 5,7 times monthly cost to compdepending on an employee’s seniority and
performance.

2.3 Ex -Gratia bonus

Strate declares an Ex-Gratia bonus pool to empiyeaounting to 10% of Net Profit After Tax
(“NPAT").

Employees share in the Ex-Gratia bonus pool oroagted basis, which is calculated by expressieg th
employee’s short term bonus received, as per the s&rm bonus policy, as a percentage of the total
short term bonus paid to employees.

The Ex-Gratia bonus is paid in two payments. Tha fiayment, equating to 75% of the estimated Ex-
Gratia pool paid to qualifying employees in Novemobgthat year. The balance of the Ex- Gratia bonus
pool is calculated once the audited NPAT has beterchined and paid in March/April of the following
year.

2.4 Long Term Incentive (“LTI")

The LTI scheme was implemented dhJanuary 2006 in order to retain key and criticaplyees over
the long term period to assist the company in atijeits strategic objectives in line with the Bdand
shareholder’s expectations.

Participation is determined annually for each neW Ipool. In order to determine participation,
evaluation criteria, which includes a minimum pemiance management rating, specialised skills or
knowledge and marketability was used.

The LTI pool is calculated using pre-agreed forraudatermined by the Remunerations Committee and
approved by the Board. At the introduction of tHH kEcheme, the LTI pool was determined at 20% of
the normal dividend, excluding any special dividgndeclared. The Remunerations Committee and
Board retain the discretion to change the formataany point in time for the determination of fuigur
LTI pools. In 2009 LTI pool was determined at 16%tlwe normal dividend, excluding any special
dividends, declared. The 2010 LTI pool was based(8% allocation.
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Remuneration Structure and Policiegcontinued)

Participants’ share in the LTI pool is on a prcethtbasis. Each Participant is allocated a specific
multiple, ranging from 2 to 5 of their annual CTiased on the participant’s seniority in the company

A participants interest in the LTI pool is calc@dtby expressing the participants annual CTC, tithhes
multiple allocated to each participant, as a peegmof the total annual CTC, times the multipltasafl
participants of the LTI pool.

The accumulated participation interest of eachigpéant is capped not to exceed the participantsiah
CTC times the multiple allocated, and in additiemot to exceed 20% of the LTI pool.

The LTI scheme is a five year cycle scheme witmpayts spread equally in years 3, 4 and 5.

The first payment to eligible participants was mad®ecember 2008 based on the 2006 results. The

second payment was made in December 2009 basedeotiiod of 2006 results and one third of 2007
results. In December 2010, the third and the tasiche of 2006 results, the one third of 2007 ltgesu
and the one third of 2008 results were paid otihéoparticipants.
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Nominations committee report for the year ended 31 December :1C

The overall objective of the committee is to magkeammendations to the Board on the appointment of
Directors.

During the year the committee met twice, on 16 Ma2010 and 21 July 2010. The attendance at the
meeting was as follows:

Member Classification 16 March 21 July Total
2010 2010

Mr ME King (Chairman)*  Independent Y Y 2
Ms MJ Singer Saul (CEO) Invitee N Y 1
Mr RM Loubser Non-Executive Y Y 2
Mr RSM Ndlovu Independent Y N 1

The committee reviewed and considered various ssSitese worth noting were as follows:
The committee members recommended the appointmgiN Kindrykowsky as a Non-executive
director to replace SPM Yates as he was retiriamfthe organisation he represented;
The committee recommended the appointment Mr HRedien as executive director to the board;

The committee reviewed the composition of the beendl it's committees and was satisfied with the
compositions;

The committee reviewed the process for board appeints and the policy regarding director rotation;
The committee noted the outside board chairmarwfttipe board chairman;

Thecommitteeapproved the role of the (O and Chairman as set out in the Board Ch;

The committee noted that succession planning daggarsenior management was aligned with the
current succession planning policy and with regar8oard members, a formalised policy still needs

to be introduced; and

The committee satisfied itself that the responigjbdf Chief Risk Officer, Chief Infomation Officer
and Compliance Offic, asrecommende in King I, is duly covered by Exco member
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Regulatory and Supervisory committee report for the year ended 31
December 2010

The Strate Board, as the Controlling Body, is resfige for compliance with the Securities Services
Act (“SSA”). It has delegated this responsibility the Strate Regulatory and Supervisory Committee
(“the Committee”). This independent committee af Board is specifically tasked with overseeing the
regulatory and supervisory strategy and performance

One of the main roles of the Committee isitder alia, supervise the activities of the Central Secwitie
Depository Participants (“Participants”) and spieaify monitor their compliance with the SSA and
Rules.

The SSA sets out a framework of basic principlesnfarket regulation leaving much of the detailed
substantive provisions to secondary legislatiomat8tis required to regulate the activities of its
Participants by making, supervising and enforcingleR and Directives that comply with the
requirements of the SSA.

Strate’s regulatory functions, namely the issuaarg® amendment of Rules within the framework of the
SSA, and the issuance, amendment and rescindijrettives result from these provisions and are
performed by Strate’s Legal division. The SSA faerthimposes supervisory and enforcement
responsibilities on Strate. The Supervision divisi(STRATE Supervision) is responsible for
discharging these responsibilities. The legislagnables a co-regulatory regime of supervision.

Strate is accountable to the Financial Services®¢&SB”) for ensuring that the objectives of tR8A
are met by Strate in performing its function agl&egulatory organisation (“SRO”).

The committee ensures that the activities of Stf@perating as a CSD) can be appropriately seghrate
from the activities of Strate operating as a SR@is Tself-regulatory function has the potential for
conflicts of interest to exist, or be perceivedetast, between the supervisory function and thesroth
activities performed by Strate. As a result, appatp “Chinese walls” have been established between
these two functions. The activities of STRATE Swjson and Strate operations are segregated.

Under the SSA and Rules of Strate, power and resipitity is conferred upon the Board as the
Controlling Body to:

make, alter and rescind Rules and Directives;

enforce the Rules and Directives;

initially admit Participants and monitor their sbility to remain Participants;

monitor Participants’ compliance with the Rules &irkctives;

monitor the record keeping, internal controls askl management procedures of the Participants;
approve Nominees in terms of Section 36(1)(b) ef$!$A and Directive SAN; and

carry out enforcement, investigation and disciplrfanctions.

A separate Regulatory and Supervisory or SRO Repompublished annually which details the
regulatory and supervisory activities of Strateviisus reports can be obtained from Strate’s dffime
from the website www.strate.co.za.

The committee conducted a Self-Assessment duringeber 2010. The results will be presented to
the board in March 2011.
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December 2010

Only one change to the composition of the commitbe& place during 2010. Ms SV Zilwa resigned afiractor
and member of the committee of\ldovember 2010.

The other members of the committee were:
Mr MR Johnston

Mr NG Payne

Mr MJ Stocks

Ms A van der Merwe

Observers

Representative of the:

Financial Services Board (FSB), Ms A Manganyi
JSE — Mr S Davies

CEO of Strate — Ms MJ Singer Saul

Members and observers on this committee recusestieas when a matter discussed involves confidentia
information relating to any potential conflict eftérest situation.

The committee met five times during 2010.

The table below records attendance at meetings:

10 March 6 May 22 July 30 September 26 October Total
2010 2010 2010 2010 2010

Members:

Mr RJG Barrow Y Y Y Y Y 5
Mr MR Johnsto Y Y Y Y Y 5
Mr NG Payne Y Y Y N Y 4
Mr MJ Stocks Y N Y N N 2
Ms A van der 4
Merwe Y Y Y Y N

Ms SV Zilwa Y Y Y N N 3
Observers

FSB Y N Y Y Y 4
Mr S Davies - JSE N Y Y Y Y 4
Ms MJ Singe Sau N Y Y N N 2

Y = attended meeting
N = did not attend meeting
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Regulatory and Supervisory committee report for the year ended 31
December 2010

Note:
Special purpose meetings are generally called ort sbtice to discuss matters requiring immedigiengion.
The meeting on 30September 2010 constituted a special purpose mgeeti

The Committee is satisfied that all material issargsing from its Terms of Reference have beent dati.

| would like to thank the members of the Commithed relevant members of Strate’s staff for themtabutions
to the Committee’s activities.

Mr RJG Barrow
Chairman, Regulatory and Supervisory Committee
Independent Non-executive
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Transformation committee report for the year ended31 December 2010

The Transformation committee was established oagienber 2007 to assist the Board in defining a
transformation agenda in line with the Code of GPaaltice in Black Economic Empowerment and the
proposed Financial Sector Charter.

During 2010, the committee met on thé’08ovember 2010. Attendance at the meeting waslkasvi

Member Classification 3 November Total
2010

Mr RSM Ndlovu (Chairman) Independent Y 1

Mr PL Campher Independent Y 1

Mr RM Loubser Non-Executive Y 1

Ms SV Zilwa Independent N 0

The CEO and other members of management, as amim@ttend the meetings by invitation.
The committee reviewed and considered the follovissges:

Strate’s BEE Strateq!
BEE Scorecard elements;
Disbanding the Committee

Strate obtained B-BBEE Level 3 rating with an empowent recognition of 110% for the financial year
which ended 31 December 2009. In addition Stratéasssified as a value-added supplier which means
that an additional 25% can be claimed, customerdduberefore be able to claim 137,5% of each rand
spent with Strate for B-BBEE purpose.

During 2010, Strate continued to put more emphasisthe alignment of Strategic business and
transformation imperatives. In executing its transfation strategy, Strate remains focused on phoyid
clearing, settlement and depository services whilguring good corporate governance and citizenship.

Mr RSM Ndlovu
Chairman, Transformation committee
Independent Non-executive
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Value added statement

2010 2009

Notes R'000 R'000

Revenue 276 136 258 103
Other income 1673 1732
Paid to suppliers for services rendered (81 695) (69 388)
Value added 196 114 190 447
(Profit)/Loss on sale of fixed assets 359 (25)
Finance income 7921 10 632
Total wealth created 204 394 201 054

Wealth Distribution:
Personnel expenses and Directors’ emoluments 1 83 680 79 838
Finance expenses - -

Governmer 2 31072 35991
Reinvested to maintain and develop operations 242 872 214 792
Depreciatiol 21 818 17 737
Retained earnin 213 063 198 873
Deferred tax release 7991 (1 818)
Value added ratio

Number of employees (31 Decemt 114 11¢
Revenue per employee (R'000) 2422 2169
Wealth created per employee (R'000) 1793 1690
NOTES

All amounts are paid in accordance with agreedserm

1. Personnel expenses and Directors’ emoluments 70 852 70 091
Personnel remuneration 68 640 68 176
Employee Contributions to defined contributian 2212 1915
Directors’ emolument8efer note 25) 12 828 9747

83 680 79 838

2. Central and local government:
Taxation 30 629 35 657
Skills development levy (“SDL”") 443 334

31 072 35991




Directors’ responsibility for the annual financial statements

The company’s directors are responsible for th@gmation and fair presentation of the annual fifngnc
statements, comprising the statement of finanoisitipn at 31 December 2010, and the statement of
comprehensive income, the statement of changegutlyeand statement of cash flows for the yeanthe
ended, and the notes to the financial statementichwinclude a summary of significant accounting
policies and other explanatory notes, and the glirscreport, in accordance with International Fioial
Reporting Standards and in the manner requiretidyCbmpanies Act of South Africa (The Act).

In order for the Board to discharge its responisibd, management has developed and continues to
maintain a system of internal financial control.eTBoard has ultimate responsibility for the systam
internal controls and reviews the effectivenesissobperatior

The internal controls include a risk-based systdnminternal accounting and administrative controls
designed to provide reasonable, but not absolsigraisce that assets are safeguarded and thatdiansa
are executed and recorded in accordance with ggnaxxepted business practices and the company’s
policies and procedures. These controls are impiégdeby trained, skilled personnel with clearlyided
lines of accountability and an appropriate segiegabf duties. The controls are monitored by
management and include a comprehensive budgeting reporting system operating within strict
deadlines and an appropriate control framework.

The audit committee has been constituted in acoolwith applicable legislation and regulationse Th
majority of the committee members are independentexecutive directors of the company.

Four audit committee meetings were held duringytear during which the members fulfilled all their
functions as prescribed by The Act. A detailed repa the activities of the audit committee is conéed

in the corporate governance section of the anremrt. The audit committee has satisfied itself tha
auditors are independent of the company and areliheble to conduct their audit functions withany
influence from the company.

The annual financial statements are prepared irordance with International Financial Reporting
Standards, and incorporate responsible disclosuliee with the accounting philosophy of the comypan
The financial statements are based on appropriateuating policies, consistently applied, except as
otherwise stated, and supported by reasonableradént judgements and estimates.

The directors believe that the company will be emg@oncern in the year ahead as set out in tleetgirs’
report. For this reason they continue to adoptgbi@g concern basis in preparing the annual firenci
statements.

The auditor is responsible for reporting on whether annual financial statements are fairly presim
accordance with the applicable financial reporfiagnework.
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Directors’ responsibility for the annual financial statements

Group annual financial statements

Group annual financial statements for Strate Lichitend its subsidiary company, CD Nominees
(Proprietary) Limited have not been presented aorasolidated basis, on the basis that the congiaida
will have no material effect on the financial pasit performance and cash flows of the group.

Approval of the annual financial statements

The annual financial statements were approved éypdard ofdirectors on 10 March 2011 and are signed on
its behalf by:
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Declaration by the company secretary
In my capacity as company secretary, | hereby oonfin terms of the Companies Act, 1973, that fa year

ended 31 December 2010, the company has lodgddtigt Registrar of Companies all such returns as ar
required of a public company in terms of this Actidhat all such returns are true, correct andugate.
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Report of the Audit and Risk committee in terms ofsection 270A (1)(f) of the
Companies Act of 1973

The Corporate Laws Amendment Act 24 of 2006 (“CLAACame into effect on 14 December 2007. In
compliance with the CLAA, an audit committee wap@pted by the board of directors.

During the financial year ended 31 December 201@ddition to the duties set out in the audit &ris
committee’s terms of reference, the audit & risknadittee carried out its functions as follows:

nominated the appointment of KPMG Inc. as the tegisl independent auditor after satisfying itself
through enquiry that KPMG Inc and Mr R Warren-Taggnthe designated auditor are independent as
defined in terms of the CLAA;

determined the fees to be paid to KPMG Inc. anit tkems of engagement;

ensured that the appointment of KPMG Inc. compliéth the CLAA and any other legislation relating
to the appointment of auditors; and

satisfied itself with the appropriateness and eigeof the executive committee member responséisle
finance.

The audit & risk committee recommended the annmahtial statements for the year ended 31 Dece2mHd
for approval to the board. The board has subselyugmproved the annual financial statements.

A detailed report from the audit and risk commitieecluded on pages 43-47.
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Directors’ report
for the year ended 31 December 2010

The directors have pleasure in presenting thewntdpr the year ended 31 Decem2010.
Principal activities
Strate’s activities for the year under review imgu
Settlement of trades in securities listed on tHe: JS
Clearing of trades in securities; and
Settlement of trades in Money Market Securities.
Strate is also a licensed CSD in terms of the Geehat was granted by the FSB. In terms of trente,
Strate assumes additional responsibilities in teunder CSD Rules and the Securities Services Aét SS
These include:
the responsibility for the regulation of the busim@ctivities of the Equity and Bond participaais;
the responsibility of the Board to be the contnglbody of the CSD in addition to the Board’s ndrma
fiduciary duties.

Operating results

During the year ended 31 December 2010, profit fop@rations increased by 5% to R95,9 million
(2009: R91,0 million).

Revenues increased by 7% to R276,1 million (20@B8RL million), mainly as a result of an increase i
volumes.

Operating expenditure increased by 8% to R181,Bomi(2009: R168,8 million), mainly as a result of:
Depreciation and amortization as we acquired, sexlihe useful lives and residual values of

computer equipment.
Personnel expenses and directors’ fees that iredlesssresult of annual increases awarded.

We are pleased with the performance and stabifitgtate’s systems and applications, as well asettud
the participants and the exchange, the JSE, dthigear.
Please refer to the CEO and Chairman’s report gega — 9 for additional information in respectiod

Operating results. Furthermore, reference is madehé change in estimate relating to the Safires
application — Note 23, page 100 and CEO and Chaiswaport in page 7.
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Directors’ report
for the year ended 31 December 2Qd@ntinued)

Share capital
The company did not issue any shares during theureder review.

Details of the company’s authorised and issuedestagpital appear in notes 15 and 16 to the annual
financial statement

Ownership
The shareholders of Strate Limited and their pgegge holdings at the date of this report, ar@bevs:

Current 2009

% %
JSE Limited 44 547 44 547
Absa Bank Limite 12,679 12,67¢
Citibank N.A. 0,103 0,103
FirstRand Bank Limited 12,679 12,679
Nedbank Limited 14,996 14,996
The Standard Bank of South Africa Limited 14,996 14,996

100,000 100,000

Dividends

The company declared and paid an ordinary dividgriRi3 542 per share, based on a dividend poli& of
times cover, and a special dividend of R2 050 paresduring the financial year, which was paid on

30 April 2010.

An ordinary dividend of R3 551 per share and aisppeevidend of R2 460 per share are proposed to be
paid by 31 March 2011.

Directors

Directors’ appointmen

Mr MR Johnston (Chairman, previously (appointed 1 January 2011)
Non-executive director)

Ms N Andrykowsky (Non-executive) (appointed 25 Mag010)

Mr H van Eede (Executive (appointed 13 August 201

Directors’ resignations

Mr ME King (Chairman) (resigned 31 December 2010)
Ms SV Zilwa (Independent Non-executive) (resignedd¥ember 2010)



Directors’ report
for the year ended 31 December 2Qd@ntinued)

Company secretary and registered offic
The company secretary at the date of this repdituyan Eeden.

Business address Postal address
9 Frickel Roac PO Box 7860
Illovo Boulevard, Illovo Sandton
Sandton 2146

2146

Strate Limited, registration number 1998/02224240@corporated and domiciled in South Africa.

Contracts

No contracts in which directors and officers hadiaterest and that significantly affected the affaor
business of the company were entered into duriagdar.

Basis of presentation of financial information

The financial statements are prepared in accordafittelnternational Financial Reporting Standards &
the manner required by the Companies Act of Soutic® The accounting policies applied are consiste
with those applied in the previous year.

Going concern

The directors believe that the company has adeqgueseurces to continue as a going concern in the
foreseeable future

Auditors
KPMG Inc to continue in office as the auditors &fafe Limited.
Post-balance sheet even

No other material events occurred after the balahest date that would require adjustment or disciin
the annual financial statements.

CSD Participants

The CSD participants at 31 DecembelC are

Absa Bank Limited Société Générale, Johannesburg Branch
Computershare Limited The Standard Bank of South Africa Limited
FirstRand Bank Limited The South African Reserve Bank
Nedbank Limited Eskom Limited (Corporate participant).

64



Statement of comprehensive income
for the year ended 31 December

Revenue

Other incom

Total income

Operating expenditure
Personneexpenditur and director emolument
IT expenditure

Depreciation and amortisation expense
Impairment charge

Other operating expenditure

Profit from operations

Finance income

Profit before taxation

Taxation

Profit for the year

Other comprehensive income

Total comprehensive income

Basic and diluted earnings per share (Rand

Note

o1 o1 01Ol

2010 2009
R’000 R'000
276 136 258 103
167 173
277 809 259 835
(181881) (168 812)
(83 680) (79 839
(33 676) (31 957)
(21 818) (17 737)
(335) (826)
(42372) (38 454)
95 928 91023
7921 10 632
103 849 101 655
(34 558) (32 546)
69 291 69 10¢
69 291 69 109
710z 7 08¢
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Statement of financial position
at 31 December

Assets

Non-current asse

Property, plant and equipment
Intangible assets

Deferred tax asset
Available-for-sale-financial assets

Current assets

Receiver of revenue

Trade and other receivables
Cash and cash equivale

Total assets
Equity and liabilities

Equity attributable to the owners
Ordinary and preference sh. capita
Retained earnini

Other components of equity

Non-current liabilities
Deferred taxatio

Current liabilities
Receiver of revenue
Trade and other payab
Employee benefi

Total equity and liabilities

Note

10
13
21

11
12

15

13

17
24

2010
R’000

76 00(
18 196
56 585

1219

188 323
3 563
36 526
148 23.

264 323

234 693
1C

213 06:
21 620

5353

5353

24 277

15 810
8 461

264 323

2009
R’000

81 71t
20529
57 329
2638
1219

160 028

30014
130 01«

241 743

219 958
10

198 87:
21075

L -]

21785
499
12 020
9 26¢

241 743



Statement of changes in equity
for the year ended 31 December

Capital Special
redemption purpose

Share Share reserve reserve Retained

capital premium fund fund earnings Total

R’000 R’000 R’000 R’000 R’000 R’000
Balance at 1 January
2009 10 19 990 50 - 167 216 187 266
Prior year adjustment - - - 3339 3339
Total comprehensive
income for the period
Profit or loss - - - - 69 109 69 109
Other comprehensive
income, net of income
tax - - - - - -
Transfer - - - 1035 (1 035) -
Total comprehensive
income for the period — — — 1035 71413 72 448
Transactions with
owners, recorded
directly in equity
Contributions by and
distributions to owners
Dividends to equity
holder: - - - - (39 756 (39 756
Balance at 31 December
2009 10 19 990 50 1035 198 873 219 958
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Statement of changes in equity

for the year ended 31 December (continued)

Balance at 1 January
2010

Total comprehensive
income for the period

Profit or loss

Other comprehensive
income, net of income tax

Transfer

Total comprehensive
income for the period

Transactions with
owners, recorded directly
in equity

Contributions by and
distributions to owners

Dividends to equity
holders

Balance at 31 December
2010

Special
Capital purpose
Share Share redemption reserve Retained
capital premium reserve fund fund earnings Total
R’000 R’000 R’000 R’000 R’000 R’000
10 19 990 50 1035 198 873 219 958
- - - - 69 291 69 291
- - - 545 (545) -
— — — 54E 68 74¢ 69 29:
— — — - (54 556) (54 556)
10 19 990 50 1580 213 063 234 693

Dividend per share :

The company declared and paid an ordinary dividgrRIi3 542 (2009 : R4 075) per share and speciadieid of
R2 050 per share during the financial year.
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Statement of cash flows
for the year ended 31 December

Cash flows from operating activities
Cash generated by operati

Finance incomr

Taxation pair

Dividends pai

Net cash inflow from operating activities

Cash flows from investing activities
Investment irproperty, plant and equipme
Investment to maintain operatic
Investments to expand operations

Investment in intangible
Investment to maintain operations
Investments to expand operati

Investment iravailable for sale financial ass

Proceeds on disposal of fixed as

Net cash outflow from investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the

Cash and cash equivalents at the end of the year

Note

19.1
19.2
19.3

9-10

9-1C

12

2010 2009
R'000 R'00C

114 585 110 850
7921 10 632
(30629) (35 657)
(54556) (39 756)
37321 46 069
(8 674) (9 962)
(8 674) (9 962)
(10 653 (23 £19)
(5 953) (16 405)
(4 700 (7114
- (1 844)

226 312
(19101)  (35013)
18 220 11 056
130 01 118 95t
148 234 130 014
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Notes to the financial statements
for the year ended 31 December 2010

1.

2.1

2.2

2.3

Reporting entity

Strate Limited is a company domiciled in South &driThe address of the company’s registered affice
1% floor, 9 Fricker Road,

lllovo Boulevard

lllovo, Sandton

2196 .

The company is primarily involved in providing clew, settlement and depository services for
securities.

Basis of preparation
Statement of compliance

The annual financial statements have been prepargctordance with International Financial Repaytin
Standards (IFRS) and in the manner required byptheh African Companies Act of 1973.

The financial statements were approved by the Boftlde Directors on 10 March 2011.

Basis of measurement and presentation

The financial statements have been prepared ohigharical cost basis, except for the items statefdir
value as described below in the notes. The finhratatements are presented in Rand, which is the
company'’s functional currency, rounded to the ngaf@usan

Use of estimates and judgements

The preparation of financial statements in confoymiith IFRS requires management to make
judgements, estimates and assumptions that affecplication of accounting policies and the riegbr

amounts of the assets, liabilities, income and espg. Actual results may differ from these estimate

Estimates and underlying assumptions are reviewedarm ongoing basis. Revisions to accounting
estimates are recognised in the period in whictesttienate is revised and in any future periodscégk

In particular, information about significant areafsestimation, uncertainty and critical judgemeints
applying accounting policies that have the moshifitant effect on the amounts recognised in the
financial statements are included in the followmmages:

Notes 3.3 and 9 - Property, plant and egeipt

Notes 3.4 and 10 - Intangible assets
Notes 3.5, 5and 10 - Impairment of financial apd-financial assets.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.1

3.2

3.2.1

Accounting policies

The accounting policies, set out below, have hEmsistently applied to all periods presented
in these financial statements.

Foreign currency transactions
Transactions in currencies other than the entftystional currency are translated at the rate of
exchange ruling on the date of the transactioniétlry assets and liabilities denominated in

foreign currencies are translated at the rate gudirreporting date.

Gains or losses arising on exchange differenceseagnised in Statement of comprehensive
income.

Financial instruments
Non-derivative financial instruments

Non-derivative financial instruments comprise tramied other receivables, cash and cash
equivalents trade and other payables and ave-for sale-financialinstrument

Measurement

Financial instruments are initially measured at failue, which includes directly attributable
transaction costs, except for instruments carriedfar value through profit and loss.
Subsequent to initial recognition these instrumantsmeasured as set out below:

Cash and cash equivalents

Cash and cash equivalents comprise cash balandesahmleposits. Cash and cash equivalents
are measured at amortised cost using the effeictigsest method

Trade and other receivabl

Trade and other receivables are measured at agwuddsst, using the effective interest method,
less impairment losses.

Trade and other payables

Trade and other payables are measured at amodistdusing the effective interest method,
less impairment losses.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3. Accounting policies (continued)
3.2.2 Available for sale financial assets

Available-for-sale investments are non-derivatimeeistments that are designated as available
for sale or are not classified as another categbfijnancial assets. Unquoted equity securities
whose fair value cannot be reliably measured argechat cost. All other available-for-sale
investments are carried at fair value.

Other fair value changes are recognised in othempeehensive income until the investment is
sold or impaired, whereupon the cumulative gaind kxsses previously recognised in other
comprehensive income are reclassified to profibss as a reclassification adjustment.

A non-derivative financial asset may be classifiexin the available-for-sale category to loans
and receivables category if it otherwise would heet the definition of loans and receivables
and if the Company has the intention and abilithotd that financial asset for the foreseeable
future or until maturity.

3.2.3 Share capital
Ordinary share capital
Ordinary shares are classified as equity.
Incremental costs directly attributable to issuemiinary shares are recognised as a deduction

from equity, net of any tax effects. Dividends sreognised as a liability in the period in which
they are declared.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.3

Accounting policies(continued)

Property, plant and equipment

Recognition and measurem

Property, plant and equipment comprises furnitcoeputer equipment, and motor vehicles and isctate
at cost less accumulated depreciation and accusclilaipairment losses (refer to accounting poli&).3.

Cost includes expenditure that is directly attréilé to the acquisition of the asset.

Depreciation is recognised in the statement of celgmsive income on a straight-line basis over the
estimated useful lives of the assets to reducedhe of the assets to their residual values.

The estimated useful lives are as follows:

Furniture 5years (2009 : 5 years)
Motor vehicles 5years (2009 :5 years)
Computer equipment 3—-5years (2009:3 -5 years)

When parts of an item of equipment have differesgtful lives, they are accounted for as separatesite
(major components) of equipment.

Depreciation methods, useful lives and residualeslare reassessed at the reporting date.

Gains/ (losses) on the disposal of fixed assetsragited/ (charged) to the statement of comprebens
income.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.4

Accounting policies(continued)

Intangible assets

Acquired softwar

Software acquired is stated at cost less accumbéat®rtisation and impairment losses.
Research and development

Expenditure on research activities, undertaken withprospect of gaining new scientific or
technical knowledge and understanding, is recognisethe statement of comprehensive
income as an expense when incuri

Expenditure on development activities, wherebyagesgefindings are applied to a plan for the
production of new or substantially improved produeind processes, is capitalised if the
development cost can be measured reliably, the uptodr process is technically and
commercially feasible, future economic benefits @n@bable, and the company intends to and
has sufficient resources to complete the developraeel to use or sell the asset. The
expenditure capitalised includes the cost of ditabbur and an appropriate proportion of
overheads and costs that are directly attributtabpeeparing the asset for its intended use.
Other development expenditure is recognised iptbét or loss as an expense as incurred.
Amortisatior

Amortisation is recognised in the statement of ca@hpnsive income on a straight-line basis
over the estimated useful lives of the intangildsess. Capitalised development expenditure is
measured at cost less accumulated amortisatioa@nanulated impairment losses.

Estimated useful are as follows:

Purchased software —10 year (2009: 1-10 years
Developed software 10 ye@2809 : 10 years)

Amortisation methods, useful lives and residualigalare reviewed at each financial year-end
and adjusted if appropriate.

Subsequent expenditure
Subsequent expenditure on software assets is kisgiteaonly when it increases the future

economic benefits embodied in the specific assetHiah it relates. All other expenditure is
expensed as incurr.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3.

3.5

351

3.5.2

Accounting policies(continued)
Impairment
Financial assel

A financial asset not carried at fair value throygbfit or loss is assessed at each reporting
date to determine whether there is any objectiv@egce that it is impaired.

A financial asset is considered to be impairedbjeotive evidence indicates that one or more
events have had a negative effect on the estinfiateck cash flows of that asset.

An impairment loss in respect of a financial ageetisured at amortised cost is calculated as
the difference between its carrying amount ancptiesent value of estimated future cash flows
discounted at the original effective interest rétepairment losses are recognised in profit or
loss.

Individually significant financial assets are tekfer impairment on an individual basis.

An impairment loss is reversed if the reversal barrelated objectively to an event occurring
after the impairment loss was recognised. For firmrassets measured at amortised cost, the
reversal is recognised in profit or loss

Non-financial assets

The carrying amounts of the company’s non-finanagaets, other than deferred tax assets, are
reviewed at each reporting date to determine whekieze is any indication of impairment. If
any such indication exists, the asset’s recoveratmeunt is estimated.

For capitalised development expenditure that is yedt available for use, the recoverable
amount is estimated at each reporting date.

The recoverable amount of an asset or a cash dgewgewnit is the greater of its value in use
and its fair value less costs to sell. In asseg$iagyalue in use, the estimated future cash flows
are discounted to their present value using a grediscount rate that reflects the current
market assessments of the time value of moneytendsks specific to the asset.

A cash generating unit is the smallest identifisggeet group that generates cash flows that are
largely independent from other assets and groups.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.5

3.6

3.6.1

3.6.2

36.3

Accounting policies(continued)
Impairment(continued)

An impairment loss is recognised if the carryingoamt of an asset or its cash generating unit excied
recoverable amount. The impairment loss is receghis profit and los

An impairment loss is reversed if there has beechange in the estimates used to determine the
recoverable amount. An impairment loss is reversag to the extent that the asset’s carrying amount
does not exceed the amount that would have beenntieed, net of depreciation or amortisation, if no
impairment loss had been recognised.

Employee benefi
Defined contribution plan

A defined contribution plan is a post-employmentndfé plan under which an entity pays fixed
contributions into a separate entity and will haedegal or constructive obligation to pay furtenounts.
Obligations for contributions to defined contrilmrtipension plans are recognised as an employeditbene
expense in profit or loss when they are due. Pdepantributions are recognised as an asset toxtieate
that a cash refund or a reduction in future paysienavailable.

Short-term employee benefits

Short-term employee benefit obligations are measorean undiscounted basis and are expensed as the
related service is provided.

A liability is recognised for the amount expectedoe paid under short-term cash bonus or profitisga

plans if the company has a present legal or cartsteuobligation to pay this amount as a resulpas$t
service provided by the employee and the obligatembe estimated reliably.

Longterm employee bene
The company’s net obligation in respect of longr@bligations other than pension plans is the arnofin

future benefits that employees have earned inmdturtheir service in the current and prior pesipthat
benefit is discounted to determine its presentejadind the value of any related assets is deducted.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.6.3

3.7

3.8

3.9

3.10

Accounting policies(continued)
Long-term employee benefits (continued)

The discount rate is the yield at the reportingeddtlisted corporate bonds, adjusted for compapgeific
circumstances that have maturity dates approximadtie terms of the company’s obligation. The presen
value of the amount payable to employees in respette long term incentive scheme, which will be
settled in cash, is recognised as an expenseavatitresponding increase in liabilities, over theqd that
the employees become unconditionally entitled tgmgnt. The liability is re-measured at each repgrti
date and at settlement date. Any change in thgingrvalue of the liability is recognised as a persel
expense in profit or loss.

Revenu

Revenue, comprising members fees, settlement changa-settlement charges i.e. queries, contraet no
fees, corporate action charges, front and licepes,fdepository fees, issuer fees, data saleddibest
and SWIFT bureau charges and connectivity feesdegnised in the financial year in which the relate
service is performed. All revenue is reflected adolg Value Added Taxation.

Lease paymern

Leases where the lessor retains substantiallyalfisks and rewards of ownership of the underlyssget
are classified as operating leases. Payments nmatde aperating leases are recognised in profibss bn

a straight-line basis over the term of the leagask incentives received are recognised as amahfeayt

of the total leasexpense, over the term of the lei

Finance income and expenses

Finance income comprises interest income on fumgssied. Interest income is recognised as it asdrue
profit or loss, using the effective interest method

Finance expenses comprise interest expense onwbog® All borrowing costs are recognised in the
statement of comprehensive incc using the effective interest meth

Foreign currency

Foreign currency gains and losses are reportedrat basis.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.11

3.12

Accounting policies(continued)
Income tax

Taxation on the statement of comprehensive incaméhé year comprises current and deferred tax.
Taxation is recognised in the statement of comprgilie income except to the extent that it reladdteins
recognised directly in equity, in which case itesognised in equity.

Current taxation is the expected tax payable ontdakable income for the year, using tax rates euhot
substantively enacted at the reporting date, agdhdjustment to tax payable in respect of previmes's.

Deferred taxation is raised in respect of tempodifferences between the carrying values of assets
liabilities for financial reporting purposes andtamounts used for taxation purposes. Deferredstaot
recognised for the following temporary differencs initial recognition of goodwill, the initiaecognition
of assets and liabilities in a transaction thatdsa business combination and that affects neé&beounting
nor taxable profit, and differences relating toastments in subsidiaries and jointly controlledtirs to the
extent that they probably will not reverse in tbeekeeable future.

Deferred tax is measured at the tax rates thaéxgpected to be applied to the temporary differenadessn
they reverse, based on the laws that have beernednac substantively enacted by the reporting date.
Deferred tax assets and liabilities are offsethi#ré is a legally enforceable right to offset corréax
liabilities and assets, and they relate to incomelévied by the same tax authority on the samabiax
entity, or on different tax entities, but they imtieto settle current tax liabilities and assetsaaret basis or
their tax assets and liabilities will be realisedidtaneously.

A deferred tax asset is recognised to the extettit is probable that future taxable profits vaé available
against which the temporary differences can bésatil Deferred tax assets are reviewed at eachtirgpo
date and are reduced to the extent that it is mgepprobable that the related tax benefit wiltdaised.

Additional income taxes that arise from the disttibn of dividends are recognised at the same #mthe
liability to pay the related dividend is recognised

Earnings per sha

The company presents basic and diluted earningshaee (“EPS”) data for its ordinary shares. BERS is
calculated by dividing the profit and loss attriétbie to ordinary shareholders of the company by the
weighted average number of ordinary shares outstgmfiliring the period.

Diluted EPS is determined by adjusting the profitl doss attributable to ordinary shareholders dmad t

weighted average number of ordinary shares outstgrfdr the effects of all dilutive potential ordiry
shares.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

3

3.13

3.14

Accounting policies(continued)
Special Purpose Reserve

This reserve arises as a result of fines imposestiate’s supervision division as part of its
supervisory obligation to monitor compliance bytm#pants.

This reserve will be used for special projectenarket training initiatives use of this reserve
will require the approval of Strate’s Audit and RiSommittee

New accounting standards

Standard Description  Effective date Impact on State

IAS 24 Related Party Annual periods  The definition of a related party has been

(revised) Disclosures commencing on oramended such that if one entity is identified as a
after 1 January  related party in another entity’s financial

2011 statements, then the other entity will also be a
related party in the first entity’s financial
statements.

Strate would need to reassess all transactions
with respect to the new definition.
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

IFRS 9 Financial Annual periods  The standard requires that financial assets be
(AC 146) Instruments commencing on or classified as either measured at amortised cost or
after 1 January  Fair value.
2013
A financial asset is measured at amortised cost if
the objective of the business model is to hold
assets in order to collect contractual cash flows.
The contractual terms give rise, on specified
dates, to cash flows that are solely payments of
principal and interest on the principal
outstanding. All other financial assets are
measured at fair value, with fair value changes
taken to profit or loss.

The standard eliminates the existing IAS 39

(AC 133) categories of held to maturity,

available for sale and loans and receivables.
Classification takes place on initial recognition
and subsequent changes are expected to be rare
and subject to certain conditions.

For an investment in an equity instrument that is
not held for trading, an entity may on initial
recognition elect to present all fair value changes
from the investment in other comprehensive
income (OCI). No amount recognised in OCl is
ever reclassified to profit or loss at a later date

2010 2009
R’'000 R’'000
4. Revenu¢
Revenue consists of the followil
Settlement and nesettlement charg 112 940 111 703
Ad-valorem fee 107 135 102 583
Issuers fee 19724 13 231
Depository fee 11 294 9 237
Connectivity fee 3545 4671
Corporate action charg 7 449 5998
Wide Area Network and SWIFT char 7 038 4 686
Front end licence and membership 3248 2639
Data sale 3763 3 355
276 136 258 103
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

5.

Operating expenditure
is arrived at after taking into account:
Personnel expenditure and directors emoluments

Personnel expens

— salaries

— contributions to defined contribution plarrefer note 2)
—increase in liability for leave payccrua

— expense related to long-term incentive schaefer(note 24)
— shor-term incentive schemrefer note 2)*

Directors’ emoluments (refer note)
— fees for servies as directo

— fees for consulting servic

— salaries of executive direct
—long term incentive schen

— short term incentive schen

A portion of the Ex-Gratia incentive, amountingR® 557 478
(2009: R 3 152 520), which is included in the stierin incentive
scheme costs, is only payable in the following \

83 680 79 838
70 852 70 091
47 452 46 080
2212 1915
428 1362
5158 5369
15 602 15 365
12 828 9747
1841 1912
144 884

4 836 3 446
2285 994
3722 2511
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Notes to the financial statements
for the year ended 31 December (continued)

5.  Operating expenditure (continued

IT expenditure

IT expenditure includes expenditure in respectaytitvare and software
maintenance, communication costs (SWIFT and WidmAetwork) as

well as the Local Area Networ

Depreciatior and amortisatio (refer note 9 and 1()
— Property, plant and equipm:
— Intangible:

Impairment charge consists
— Impairment relating to trade receivat
— Impairment relating to availat-for-sale financial ass

Operating lease expense
— property rental
— equipment

Auditor’s remuneration
Audit
Non-audit

Foreign exchanc gain

Legal fee

2010 2009
R’000 R’'000
33676 31 957
21818 17 737
10421 9 036
11 397 8 701
335 826
335 201
- 625
5651 5305
5555 5201
96 104
959 890
859 890
100 -
(42) (30,
361 327
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Taxation
Current taxatio

Deferred taxatio
Secondary tax on compani

Tax rate reconciliation

Profit before taxation

Standard rate of South African normal taxation
Permanent differences
Secondary tax on companies

Current year’s charge as a percentage of profit
before taxation

Basic and diluted earnings per share

Profit attributable to ordinary shareholders

Weighted average number of ordinary shares
Basic and diluted earnings per share (Rands)
Headline earnings reconciliation

Profit attributable to ordinary shareholders

Impairment charge
Taxation effect
Headline earnings

Weighted average number of ordinary shares

Headline earnings per share (Rands)

2010 2009
R'000 R'000
21111 30 388
7 991 (1818)
5 456 3976
34 558 32 546
2010 20(9
% R'000 % R'000
103 849 101 65!
28,00 29078 28,00| [ 28463
0,02 24 0,10 107
5,25 5 456 3,91 3976
33,27 34558 32,01 32 54¢
69
69 291 109
9 756 9 756
7102 7 084
69
69 291 109
- 625
- (175)
69
69 291 559
9 756 9 756
7102 7130
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for the year ended 31 December (continued)

9.

Property, plant and equipment

Cost

Balance at 1 January 2009
Acquisitions

Disposal

Transfer from computer equipment
Transfer from Intangibles

Balance at 31 December 2009

Balance at 1 January 2010
Acquisitions
Disposals

Balance at 31 December 2010

Furniture
Computer and Motor
equipment fittings vehicles Total
R’000 R’000 R’000 R’000
38 839 1744 90 40 673
8 756 115 - 8871
(9 454 - - (9 454
(56) 56 - -
1091 — — 1091
39176 1915 90 41 181
39176 1915 90 41 181
8 468 206 - 8674
(6 732) - - (6 732)
40912 2121 90 43123
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Notes to the financial statements
for the year ended 31 December (continued)

9.  Property, plant and equipment(continued

Furniture
Computer and Motor
equipment fittings vehicles Total
R’000 R’000 R’000 R’000
Accumulated depreciation
Balance at 1 January 2009 (19 172) (1 161) (37) (20 370)
Depreciation (8 850) 172) (24) (9 036)
Disposal 9 161 - - 9 167
Transfer from computer equipment 13 (13) - -
Transfer from Intangibles (413) - - (413)
Balance at 31 December 2009 (19 255) (1 346) (51) (20 652)
Balance at 1 January 2010 (19 255) (1 346) (51) (20 652)
Depreciation (10 225) (193) 3) (10 421)
Disposals 6 146 - — 6 146
Balance at 31 December 2010 (23 334) (1539) (54) (24 927)
Carrying values
At 1 January 2009 58 011 2 905 127 61 043
At 31 December 2009 19 921 569 39 20 529
At 1 January 2010 19 921 569 39 20 529
At 31 December 2010 17 578 582 36 18 196
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for the year ended 31 December (continued)

10

Intangibles

Cost

Balance at January 209

Acquisitions

Disposals

Transfer t«Property, plant and equipm:
Internal development

Balance at 31 December 2009

Balance at 1 January 2010
Acquisitions
Internal development

Balance at 31 December 2010

Purchased Developed
Software Software Total
R’000 R’000 R’000
128 26 3319 161 45!
11558 - 11 558
(1678) - (1678)
(1091 - (1091
— 13 052 13 052
137 053 46 243 183 296
137 053 46 243 183 296
3288 - 3288
— 7 365 7 365
140 341 53 608 193 949
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10.

11.

Intangibles

Amortisation and impairment losses

Balance at 1 January 2009
Amortisation for the period

Disposal

Transfer to Property, plt and equipme!

Balance at 31 December 2(9

Balance at 1 January 2010
Amortisation for the peric

Balance at 31 December 2010

Carrying values
At 1 January 2009
At 31 December 2009

At 1 January 2C1C
At 31 December 2010

Trade and other receivables

Trade receivables - related parties
Trade receivables - other customers
Other receivable

Rebates on Securities Lending and Borrowing fees

Allowance for impairment losses
Trade receivables
Prepayments

Purchased Developed
Software Software Total
R’000 R’'000 R’'000
(106 680) (12 677) (119 357)
(8701) - (8 701)
1678 - 1678
413 - 41¢
(113 290) (12 677) (125 967)
(113 290) (12 677) (125 967)
(5771) (5 626) (11 397)
(119 061) (18 303) (137 364)
21584 20514 42 098
23763 33 566 57 329
23 763 33 56¢ 57 32¢
21 280 35 305 56 585
2010 2009
R’'000 R’'000
19919 20 659
11 090 6 861
93: 63€
(216) (210)
(487) (368)
31239 27 580
5287 2434
36 526 30014
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Notes to the financial statemen:

for the yealended 31 December 2010 (continued)

12.

13.

Cash and cash equivalents

Cash on deposit and bank balances comprise:

Current accoul
Call deposits

2010
R’000

12 64(
135 594

148 234

2009
R’000

5 50¢

124 506

130 014

Finance income of R7,9 million (2009 — R10,6 miljovas earned on bank deposits. The
company’s exposures to interest rate risk and agitbaty analysis for financial assets and
liabilities are disclosed in note 18.3.

Deferred taxation

Deferred tax assets and liabilities are attribgablthe following:

Assets Liabilities Net

2010 2009 2010 2009 2010 2009

R’000 R’00C R’000 R’00C R’000 R'00C
Operating lease 359 232 - - 359 232
Employee
benefits 2371 2 60( - - 2371 2 600
Fixed Asset - 135 (11 710) (5569 (11710 (4 215
Income received
in advance 173 80 - - 173 80
Prepayments - - (1 016) (486) (1016) (486)
Allowance for
impairment losses 102 77 - - 102 77
Available for sale
instrument 88 88 - - 88 88
Leave pay accrual 941 923 - - 941 923
Tax loss 3339 3 33¢ — — 3339 3339

7 373 8 69: (12 726) (6 055) (5 353) 2638
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Notes to the financial statements
for the year ended 31 Decembell0 (continued)

13. Deferred taxation (continued)

Movement in temporary differences during the yearadtributable to the following:

Balance at
Balance at Recognised  Balance at Recognised 31
1 January inincome 31 December inincome December
2009 statement in 2009 statement in 2010
2009 2010
R’000 R’000 R’000 R’000 R’000
Accruals 93 (93) - - -
Operating lease
asset 16 216 232 127 359
Employee benefits 2 308 292 2 600 (229) 2371
Fixed Assets (4 984) 769 (4 215) (7 495) (11 710)
Income received in
advanc 48 32 8C 93 17¢
Prepayments (815) 329 (486) (530) (1 016)
Allowance for
impairment losses 66 11 77 25 102
Provision for leave
pay 749 174 923 18 941
Available for sale
instrumen - 88 88 - 88
Tax loss - - 3339 - 3339
(2 519) 1818 2638 (7 991) (5353)
14  Prior period adjustment
2C10 2009
R’'000 R’'00C
Deferred tax - 3339

The correction relates to a correction in the tssets recognised specifically for the assessed
loss recognised in prior periods.



\otes to the financial statemen
for the year ended 31 December 2010 (continued)

15.

16.

17.

18.

Share capita

Authorised
10 000 ordinary shares of R1 each

Issued
9 756 ordinary shares (2009 : 9 756) of R1 each

The holders of ordinary shares are entitled to ivecelividends as
declared from time to time and are entitled to opnte per share at
meetings of the company.

Share premium

Share premiul

Trade and other payables

Trade payables - related parties
Trade payables - other suppliers
Accrued expenses

Trade payables

Deferred income

2010 2009
R’000 R’000
10 1C
10 1C
19 990 19 99(
15 21
14 500 10 40
677 131C
15192 11 73t
618 28t
15 810 12 02(

The company’s exposure to liquidity risk relatedttade and other payables is disclosed in note

18.2.

Financial instruments

The company has expcre to the following risks from its use of financiaktruments

Credit risk
Liquidity risk
Market risk.

This note presents information about the compam¥posure to each of the above risks,
company’s objectives, policies and processes fasmeng and managing risk, and the company’s
management of capital. Further quantitative disgles are included through these financial

statement:
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18.

18.1

Financial instruments (continued

The board of directors has overall responsibiliy the establishment and oversight of
company’s risk management framework. The Audit Risk Committee, which is a sub-committee
of the board, has as part of its Terms of Referg¢heaesponsibility to monitor risk management in
the company.

The Audit and Risk Committee is assisted in itsreight role by Internal Audit. Internal Audit
undertakes regular and ad hoc reviews of risk mamagt controls and procedures, the results of
which are reported to the Audit and Risk Commi

The company, through training and managof standards and procedures, aims to devel
disciplined and constructive control environmentnshich all employees understand their roles and
responsibilities

The company’s risk management policies are estadiso identify and analyse the risk faced by
company, to set appropriate risk limits and costrahd to monitor risks and adherence to il

Credit risl

Credit risk is the risk of financial loss to thengoany if a customer or counterparty to a finan
instrument fails to meet its contractual obligatiprand arises principally from the company’s
receivables from custome

Trade and other iceivable

The company’s exposure to credit risk is influeno®inly by the individual characteristics of e:
customer. More than 90% of the company’s revenuetigbutable to transactions with its
Participants and the JSE. The outstanding balaareegisclosed below.

No material changes have taken place in respebieatlient base as the company has been servicing
the same customers since its inception. Irrecoleraimounts have been limited and were mainly
attributable to services providedissuers

The need focompany’: services is supported by the Securities Service(* SSA”) asit is the only
company that is licensed to act as a tin Sotth Africa presen

Cash and cash equivale

The company has ainvestment poliy which provides guidelines in respect of the -to-day
administration of cash within the company. The iynobjective of the policy is to preserve capital.
The policy also deals with permitted investmenetypnd service providers as well as limits of funds
to be placed with service provide
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18. Financial instruments (continued

18.1 Credit rist (continued

The company’s maximum exposure to credit risk atréporting date we

Trade and other receivables, excluding prepayr
Cash and cash equivalents

The ageing of trade receivables at the reportirig das

2010 2009
R’000 R’000
31 00¢ 27 58(

148 234 130 014

179 243 157 594

2010 2009

Gross Impairment Gross Impairment

R’000 R’000 R’000 R’000
Not past du 28 152 56 26 148 19
Passed due & 60 day: 1395 15 250 5
Passed due - 90 days 407 6 164 5
Passed due 91 days and « 1 055 410 958 339
31 009 487 27 520 368

The movement in the allowance for impairment irpees of trade receivables during the year we

follows:

Balance as at 1 January
Impairment loss recognis

Balance as at 31 December

2010 2009

R’000 R’000
368 314
119 54
487 368

The company believes that the impairment allowasaequate. The allowance for impairment is
based on specific customer circumstances and is igeineral allowance. Specific allowances were
made in respect of listed companies that were tddlisr suspended from the JSE or where other
reasons exist that raise doubt in respect of reabi@y. The company is confident that all custeame

balances, besides those specifically includedarattowance, are recoverak

The trade receivables are monitored and reviewewkitho Problematic balances are identified

followed up on
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18.

18.2

Financial instruments (continued
Liquidity risk

Liquidity risk is the risk that the company will hbe dle to meet its financial obligations as they

due. The company’s approach to managing liquiditypiensure, as far as possible, that it will akvay
have sufficient liquidity to meet its liabilities hen due, under normal and stressed conditions,
without incurring unacceptable losses or risking dariaghe company’s reputati

The company has determined a minimum level of reserve in order to ensure its ongoil
operations. The level is currently set at R 60 ionll previously R80 million, and represents
approximately four months of the present cash dimgraexpenditure. The level is assessed on an
ongoing basis to ensure tlar adequate level of cash is maintained given thereatftthe compan

The company does not have atebt that needs to be servic

The following table analyses the terms of the amitral undiscounted maturities of I-derivative
financial instruments existing at the reportinge

Upto3 3tol2 lto5 Carrying
months  months years amount

201C R’000 R’000 R’000 R’000
Non-derivative financial asset 178 18t 1 05¢ - 179 24
Trade and other receivables, excluding prepayr 29 95¢ 1 05t - 31 00¢
Cash and cash equivale 148 23: - - 148 23¢
Non-derivative financial liabilities

Trade and other payables, excluding deferred in. (15 197) — — (15 19
Net exposure 162 996 1055 - 164 051

Upto3 3tol2 ltot Carrying
month: month: year: amoun
R’'00C R’00C R’00C R’'00C

2009

Non-derivative financial asset 156 63t 95¢ - 157 59«
Trade and other receivables, excluding prepayr 26 62: 95¢ - 27 58(
Cash and cash equivale 130 01« - - 130 01«
Non-derivative financial liabilities

Trade and other payables, exding deferred incon (11 735 — — (11735
Net exposure 144 901 958 - 145 859
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18.2

Interest rate ris

Interest rate risk is the effect of a company’s asxpe to the effect of future changes in 1
prevailing level of interest rat:

Strate currently has no material exposure to istaage risk on its liabilitie.

Interest receivable is received on a floating taeis. Funds are invested in permitted investments
and with service providers in accordance with theestment policy guidelines. The majority of our

funds are on call.

The interest rate risk profile for n-derivative financial assetsthe reporting da is as follows

Floating
rate Total

R’000 R’'000
2010
Non-derivative financial asset
Cash and cash equivale 148 23: 148 23:
2009
Non-derivative financial asset
Cash and cash equivale 130 04 130 01:
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18. Financial instruments (continued
18.3 Interest rate ris (continued
Cash flow sensitivity analysior variable rate instrumen
A change of 100 basis points in interest rateshat reporting date would have increé/

(decreased) the profit by the amounts shown beldw. analysis assumes that all other variables
remain constant.

Effect on profit or loss 100 bp 100 bp
increase decrease
R’'000 R’'000
2010
Variable rate instruments 1329 1107
Cash flow sensitivity 1329 1107
2009
Variable rate instrumer 115¢ (1331
Cash flow sensitivity 1156 (1331)

18.¢  Fair valuedisclosur:

Financial assets measured at amortisec

201cC 200¢

R’000 R’000
Fair value Fair value
Trade and other receivahb 31 00¢ 27 580
Cash and cash equivale 148 23 130 01«

179 243 157 594

The carrying amount of the financial assets measatr@mortised cost approximates fair v
due to the shc-term nature of the assets. In addition, cash asklequivalents earn intere
on a variable bas



Notes to the financial statements
for the year ended 31 December 2 (continued

18. Financial instruments (continued
18.2  Fair value disclosur(continued
18.4.1 Fair valuehierarchy

The table below analyses financial instrumentsiearat fair value, by valuation method. T
different levels have been defined as follc

Level 1 : quoted prices (unadjusted) in active raetkor identical assets and liabils

Level 2: inputs other than quoted prices includedevel 1 that are observable for the a
or liability, either directly i.e. as prices) or indirectlyi.e. derived from price:

Level 3: inputs for the asset or liability that amet kased on observable market d
(unobservable dat:

The investment in Lin-up Capital Market S.L, Spain is the only availalolesale financial ass
which is held by Strate and is measured at faires

Details relating to thiinvestmat ancthe valuation method used has been disclosed en2k

Levell Level2 Level3 Total
R’'000 R’'000 R'000 R’000

31 December 2010 - - 121¢  121¢

31 December 2009 - - 1219 1219

18.5 Capital manageme

Theboard’s aim is to maintain a strong capital basas®o maintain investor, creditor and mai
confidence and to sustain future developmentsebtisiness

To be financially self sufficient and to provideetishareholders with a fair retuis one of the
company’s key objective

The current capital structure only consists of gguTrhe company is satisfied with the curr
structure and therefore es na plan on raising any de

Management believe that the current capitructure is adequate to support the compa
operations and that it is within the company’s nset@nprovide the shareholders with a fair return on
their capital

The company is not subject to externally imposqaitabrequirement
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19.

Notes to the cash flow statement

19.1 Cash generated by operations

19.2

19.3

Profit before taxatio

Adjustments

— depreciation/amortisatit

— (Profit) / loss on sale of fixed ass
—finance incom

— Impairmen loss

Operating profit before working capital changes
Increase in trade and other receiva
Increase in trade and other payables

Finance income receiv

Per income stateme

Taxaton paic

Payablibeginning of ye¢
Current taxation and STC cha
Receivable/ (Payablat end of yet

2010 2009
R'000 R'000
103 849 101 65
21 818 17 73°
359 (25)
(7 921) (10 632)
- 62t
118 105 109 36(
(6727) (672
3 207 2 162
114 585 110 850
7921 10 63:
7921 10 632
499 1792
26 567 34 36¢
3 563 (499
30 629 35 657

97



Notes to the financial statements
for the year ended 31 December 2010 (continued)

20.

Related parties
Shareholders who are CSD participe
Absa Bank Limite
First Rand Bank Limite
Nedbank Limite:
The Standard Bank of South Afr Limited.
Other shareholde
JSE Limitec.
Key management persont
Key management personnel include the board of tire@nd members of executive committ

Key management personnel includes close family neesnbf key personnel members who may be
expected to influence or be influen by that individual in dealing with the compa

Shareholders
Revenue Trade receivable:
2C10 2009 2C10 2009
R’000 R’000 R’000 R’00C
JSE Limited 118 028 96 174 10 122 10771
The Standard Bank of South Africa
Limited 57 800 50 569 4 780 4 566
FirstRand Bank Limited 33011 29 566 2912 2714
Nedbank Limited 18 920 17 021 1354 1576
Absa Bank Limited 12 123 11 419 751 1032
Total 239 882 204 749 19 919 20 659

Furthermore, Strate’s revenue, reflected in note 4, is earned principally from tedtlement o
bonds and equities. In terms of Strate’s businesgeinthese services are provided to CSDPs, some
of whom are shareholders of the company. The revexained from providing these services, as
detailed above, is market relat
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21.

211

2.1z

Investment in Central Depository Nominees (Propriedry) Limited (“*CD Nominees”) and
Link -up Capital Markets S.L, Spair

CD Nominee

The company’s wholly owned subsidiary, CD Nomindesysed as a vehicle in whose name |
securities deposited with its holding company, t8ttamited, are registere

The issued share cital of CD Nominees of R1 is represented by casRX
Capital Markets S.L, Spe

During 2009 Strate Limited acquired a 2% shareholdingiimk lup Capital Markets S.L, Spain. T
acquisition means that Strate is part of an intewnal CSD community, and is in a position to
promote the international competitiveness of séegriservices in South Africa. As a result, this
investment holds both a strategic and intrinsicigdb the company.

The value of the investment has been estimated asitiscounted cash flow model. The estimated
future cash flows have been discounted using adigdactor derived from the company’s weighted
average cost of capital.

The shareholding was diluted during October 20btf2,0% to 1,319

2010 2009

R’000 R’000

Opening balance at 1 January 2010acquisitior 1219 1 84«
Impairmen loss - (625
Fair value at 31 December 1219 1219
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22.

221

22.2

23

Commitments and contingencie 2010 2009

R’000 R’000
Commitmen

Operating Expenditu

Maintenance Contrg 10 324 6 33¢
— within one yee 10 324 6 33¢
— greater than a yeart less than five yea - -
Lease payments under r-cancellable operating lea: 17 478 22 15t
— within one yee 5 506 519i
— greater than a year but less than five y 11972 16 95¢

27 802 28 491

Cayital expenditure

Authorisec
— within one year 50930 30 406

The commitments are to be funded out of workingteh

Contingent liabilitie:

Strate Limited has issued a guarantee of R1,5anill favourof CBS Property Portfolio Limite
Strate binds itself as guarantor for the due amdtfual fulfilment of terms stipulated in the lea
agreemen

Change in Estimat¢
Strate Limited changed its estimate regarding Hegul life of its Safires applicatio The useful life o

this application has been extended for anotherbsyd his change has been applied prospectivety fro
the beginning of the year and the effect of thisnge is as follows:

2010
R’'000
Statement of Comprehensive Income
Decrease in Depreciation 1674
Increase in Taxation expense (469)
Increase in Profit after tax 1205
Statement of Financial Position
Increase in Intangible assets 1674
Increase in Deferred tax expense (469)
Increase in Equity 1205
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24.

Employee benefit

The company’s salary structure is based on thédo&t to company principl

All contributions to the pension scheme and medi@lare included in the salary struct The
company provides retirement benefits for all itsrnp@nent employees through defined
contribution pension schemes and therefore doeshaio¢ a liability in terms of retirement

benefits

Members’ interests in the schemes are based omdrket value of the funds and are adjus
monthly for changes in market value. These schareg$ully funded and are governed by the

Pension Funds Act, 1956 as amen

2010 2009
R’000 R’000
Current liability
Short-term Incentive
Balance of Ex-Gratia bonus 2 557 3153
Liability for long-term incentive scheme
Long-term incentive scher 5910 6 113
8 467 9 266

Details in respect of the workings of the shortitencentive and long-term incentive scheme are
included in the Remuneration Committee report, Whimrms part of the Corporate Governance

report
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25.

*

Directors’ emoluments

2010
Executive
directors

MJ Singer Saul

AF van Ede
H van Eede

Othel directors

ME King

A van der Merwe
MR Johnsto

NG Payne

NE Makiwane
PL Campher
RJG Barrow
RGM Ndlovu

SV Zilwa

Includes R234,460 that relates to contribwiomade to the JSE Pension Fund.
** |Includes R156,371 that relates to contributionade to the JSE Pension Fund.

CEO
COC
CFQC

Chairman

Directors’ Consulting Bonuses and
fees fees Salaries LTI Total
R’'000 R’000 R’000 R’000 R’000
1841 144 4 836 6 007 12 828
- - *2 438 3563 6 001
- - *1 944 971 2915
- - w454 **x] 473 1927
472 - - - 472
298 - - - 298
- 144 - - 144
227 - - - 227
139 - - - 139
111 - - - 111
259 — — — 259
199 — - — 199
136 — — — 136

***Relates to remuneration earned subsequent togoappointed to the Board on 13 August 2010.
Remuneration earned prior to this appointraembunted to R945 664 (Salary R744,834; Bonuse$ 820)

Other directors do not receive any form of remuti@naother than reimbursements
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25. Directors’ emoluments(continued
Directors’ Consulting

2009

Executive directol
MJ Singer Sau
AF van Eden

Othet directors
ME King

A van der Merwe
MR Johnston
NG Payne
NE Makiwane
PL Campher
RJG Barrow
RGM Ndlovu
SV Zilwa

RG Caottrell

CEC
COO

Chairman

Bonuses and

fees Salaries LTI Total

R’000 R’000 R’000 R’000 R’000
1912 884 3446 3505 9 747
- - 2216 2 857 5073
- 573 1230 648 2 451
440 - - - 440
305 - - - 305
- 311 - - 311
193 - - - 193
54 - - - 54
138 - - - 138
222 - - - 222
242 - - - 242
209 - - - 209
109 - - - 109
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