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INVESTMENT POLICY

1. STATUS OF THIS INVESTMENT STRATEGY

This Investment Strategy sets out the broad investment policies of Inala Capital Limited (“Inala” or “the
Company”), a public company incorporated on 1 November 2017. These policies contain the guiding criteria
for the selection of investments by Inala (and African Alliance Eswatini Limited (“the Manager”), the
appointed manager, on its behalf).

2. AMENDMENTS TO THE INVESTMENT STRATEGY

This Investment Strategy may not be varied or deviated from except on the unanimous recommendation of
the board of directors of Inala (“the Board”) based on the unanimous recommendations of the Board,
motivated in each instance by a reasoned analysis of the proposed deviation or amendment.

3. INVESTMENT OBJECTIVES

The principal object of Inala is to carry on business as an investment company with a focus on primary
agriculture, food processing and any other sectors involved in the supply of food to consumers. The main
purpose of Inala is to create a formal investment vehicle which is listed on the Eswatini Stock Exchange
(“ESE”) and which invests primarily in unlisted businesses with sustainable growth potential. Investors are
able to share in Inala’s ability to source, research and secure investments. Inala aims to invest
predominantly in the Kingdom of Eswatini. Where opportunities are unavailable, there may be a case for
investing elsewhere within the Common Monetary Area (“CMA”)

Inala’s aim and objective is to achieve superior long-term capital appreciation through majority or minority
equity stakes across a portfolio of investments. Inala, through its network of business associates, has the
ability to leverage off its strong relationships within the agricultural space and general business community
to identify and execute on the most attractive of investment opportunities.

Although Inala’s main focus is unlisted investments, Inala’s investment mandate allows for it to invest in a
variety of instruments from pure debt, structured products, quasi equity funding, unlisted equity and listed
equity investments. This flexibility provides Inala with the ability to structure investments that limit
downside risk whilst enabling the opportunity to achieve superior returns.

Inala’s aim and objectives are as follows:
. Invest in market leading, growth orientated, privately owned agri and food business:

o Provide superior NAV growth which will in turn result in maximum capital appreciation
to shareholders

o Support economic growth in Eswatini
. Diversified investment portfolio:
o Investin 4-10 “platform assets” between E5 million and E50 million each

o Platform assets will be companies that seek to expand via acquisitions and value chain
integration

o Diversified investment portfolio leads to reduced overall investment risk
o Work closely with investee companies’ management teams to drive growth
. Consistent dividend policy:

o Target dividend certainty for shareholders however, the board of directors will reserve
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the right to determine when / if a dividend must be paid, subject to growth trajectory
and liquidity of the Company

o Provide shareholders with not only capital appreciation but dividend returns
. Alignment of interests among shareholders:

o Al focused on the same goal

o Team orientated approach

o Incentivise and reward performance
o Efficient structure:

o Minimise cost leakages

o Raise efficient capital to enhance shareholder returns

o Ability to hold investments for long times frames (open ended)

4. INVESTMENT STRATEGY

Inala, via the Manager, wants to take a more proactive role in the managing and driving of value in its
underlying investments. Inala’s investment strategy is focused on building a diversified pool of investments
that are by, inter alia, leveraging the Manager’s active management model to maximize investor returns.
In order to achieve this, Inala’s aim is thus to acquire strategic interests in companies to ensure strategic
input on the direction of the respective company, good corporate governance and control over cash flows.

The investment process is rigid and defined, however the assessment of a particular opportunity presented
may vary between fundamental bottom-up and macro top-down processes, but are all underpinned by a
rigid and defined approach. These factors are the major driving factors when it comes to the decision of a
minority versus majority ownership in an investment opportunity.

Inala aims to offer its shareholders an opportunity to make a direct and proactive contribution to growth
and development, food security in Eswatini and the rest of the CMA region, as well as to participate in the
process of creating wealth. Inala focuses on wealth creation, food production and economic enablement.
Shareholder value is expected to be enhanced as a result of both organic growth and through acquisitions.

INVESTMENT PHILOSOPHY

Through the Manager’s on-the-ground presence, track record and history in the markets in which it
operates, it has an established network in the business community which provides a significant source of
up to date local insight into opportunities, risks and vital information on potential investment
opportunities.

It is noted that the Manager, or its affiliates in the African Alliance group, may invest alongside Inala in its
investments, either simultaneously, before, or after Inala has invested.

Investments will primarily be focused on established agri and food businesses with strong cash flows and a
high degree of operational leverage. Depending on the particular opportunity and operator, greenfield
investments will be considered however, this will not be the Manager’s preference. Inala seeks to partner
with proven management teams, existing or new, in driving value. The Manager will identify and invest in
businesses that demonstrate, inter alia, some of the following key criteria:

o A proven track record, either by the management team or company itself;
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) Businesses requiring expansion capital to grow operations and become both local and regional
champions;
) Businesses that supply goods and services to core industries driving economies, which need

acquisition, development or buy-out funding;
) Underrated businesses, including start-ups, or those operating in out-of-favourindustries; and

o Businesses that support the creation of social and economic upliftment.

Over and above these key criteria, the following additional principles are applied when assessing a
transaction:

) Maintenance of capital: Inala’s main principal is to ensure that no investment made results in
loss of capital - due to the nature of the private equity asset class, some investments may result
in unplanned / unforeseen losses. However, due to the long term view and investment horizon
that Inala usually applies, these losses would prospectively recover before an exit of an
investment is made.

o Geographic Location: Inala aims to invest predominantly in the Kingdom of Eswatini. Where
opportunities are unavailable, there may be a case for investing elsewhere within the Common
Monetary Area (“CMA”). Inala offers its shareholders an opportunity to make a direct and
proactive contribution to Eswatini’s economic growth and development, and to participate in the
process of creating wealth.

o Targeted Rate of Return: Inala will target growth in Net Asset Value (“NAV”) per share in excess
of 10% per annum (compounded annual growth rate) over any three-year period. Debt
investments returns will be determined by the prevailing prime interest rates at the time and
the Company will seek to achieve or exceed the prevailing prime rate.

- Target returns are provided as indicators of how Inala intends to manage the portfolio and
are not intended to be viewed as indicators of likely performance returns.

- Target returns are not guarantees, projections or predictions of future performance and are
presented solely to provide the investors with insight into the portfolio’s anticipated risk
and reward characteristics.

- There can be no assurance that the return target will be achieved or that Inala will be able
to implement its investment strategy, achieve its objectives or avoid substantial losses.

- The targeted weighted average IRR as mentioned above represents gross IRR, which will
ultimately be reduced by management fees, carried interest, taxes and other fees and
expenses.

- Actual realised net IRR will depend on numerous factors, all of which may differ from the
assumptions on which target returns are based.

o Margin of Safety: Inala, via the Manager, is aware that the future is something that can never
be predicted accurately. Therefore, in forecasting and in determining the major valuation
assumptions impacting on the valuation, a conservative approach is taken in order to ensure a margin
of safety in the forecasts and ultimate valuations to compensate for the unpredictability of the
future.

o Identify a clear exit: No investment will be completed unless potential exit options are
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thoroughly reviewed and found to be practical. Exit strategies pursued will include, amongst
others, leveraged recapitalisations, structured put options to third parties, sales to corporate
buyers and public offerings.

- The Manager consistently monitors its portfolio investments and is always considering when
is the most opportune time to exit as well as the best exit route.

- Throughout the duration of the investment, the Existing Portfolio will be groomed to suit an
exit tailored to maximise its IRR.

- Inala’s initial target holding period would range from 7 - 10 years, however, the Manager
and Inala have a preference for longer term, longer dated investments, to be funded by
permanent capital vehicles / structures instead of predefined Limited Partnerships and
capital structures.

- The Manager has a passion for developing local markets and therefore its preferred exit will
be via a listing if this does not impact on the potential returns that can be achieved.

Portfolio construction is integral in the Manager’s approach to its investment considerations. In private
equity, the concept of portfolio construction is not one of determining the level of exposure to various
asset classes (equities, bonds, real estate etc.), but rather one of ensuring the highest return is achieved
with the lowest risk.

The private equity risk spectrum is a broad one. Private equity investments have many risks in common with
public equity, but they are also exposed to risks that are different from other alternative investments and
specific to private equity.

On one hand, public equity markets influence the valuation and terms on which private equity funds acquire
and exit from companies. Regardless of whether a company is publicly listed or privately held, the same
macroeconomic and industry-specific dynamics are at work. On the other hand, private equity can lead to
higher concentration and greater idiosyncratic risk. Market risk may also be higher, since private equity
investments are often characterized by greater financial leverage than public equities.

The following factors are taken into account before making any investment:

o Single investment exposure

In order to ensure diversification and to reduce concentration risk, in line with best practice in
terms of risk mitigation principles, Inala will seek to ensure that any one investment is in the
region of 25% of the Company’s market capitalisation at the time. With Board approval, this
guideline can be exceed if deemed justified at the time.

. Sector exposure

The Company will primarily acquire equity stakes (both minority and majority stakes) in well-
established food and agricultural businesses.

The following sub-sectors relate to Inala’s sector focus:

e Primary agriculture which encompasses arable land development, cereals and staples, dairy
and livestock farming, aquaculture, fruit and vegetables, ranching, plantations and edible
oils; especially produced for local consumption.
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e Secondary agriculture, which includes maize and wheat milling, soya processing, sugar milling
and refining, production of animal feeds, beverages and branded foods as well as packaging.

e Tertiary agriculture, which extends to services and infrastructure including logistics, storage,
seeds, subcontracting, physical inputs, crop protection, input financing and fertiliser.

e Food and Food processing which includes the transformation of agricultural products into
food, or of one form of food into other forms as well as food retailing

Economic risk considerations

Accurate risk assessments play a key role in building a portfolio. To measure Inala’s exposure to
economic risk, public equity data will be adjusted for specific attributes of private equity, such
as investment vehicle, strategy, sub-strategy, vintage year, region and sector. Based on these
attributes, exposures are derived to a set of risk factors that are relevant to private equity
investments. These include an equity market risk factor, as well as geographic, currency,
capitalization, sector and idiosyncratic risk factors.

Another factor that plays a key role in the overall single investment exposure is the valuation
techniques used. African Alliance Group’s valuation policy is in accordance with the principles of
the International Private Equity and Venture Capital (“IPEVC”) guidelines and International
Financial Reporting Standards (“IFRS”).

A case for an external valuer will be explored where in the investment being reviewed has some
form of relation to the Manager and may by its nature cause potential conflict of interests.

Business development life cycle exposure (early stage vs. mature)

Inala and the Manager constructs its private equity portfolio with the risk/reward trade-off as
one of the considerations of the overall portfolio. Investing in various stages across the business
life cycle ensures that a well-balanced private equity portfolio is constructed. The graph below
overlays the various sub-sectors of private equity with the business life cycle. At the far end of
the risk spectrum is venture capital with its focus on start-up companies, although if picked
correctly, will provide the greatest opportunity for returns. The risk/reward trade-off is often
determined by the funder’s appetite for risk and this guides Inala and the Manager in its
investment approach.
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Requirements of the Company (liquidity etc.)

Inala should continually monitor the Company’s liquidity profile and as well as the portfolio of the
Company’s investments. Continual monitoring also occurs to ensure that at no stage would the
Company be breaching any target asset allocations between regional, domestic and the Company
exposure.

Annexure B sets out Inala’s detailed investment process, which details the essence and specifics
of the Company’s investment philosophy as described above.

SIZE OF INVESTMENTS

The following guidelines regarding the size of investments by Inala will apply:

The average size of a specific equity investment is in the order of E5 million and above; and

Both majority and minority interests in listed (if applicable) and unlisted companies will be
considered.

NATURE OF INVESTMENTS

Investments in Greenfield or start-up ventures, will be considered.

Although Inala will be a long-term investor, holdings in underperforming companies or companies
whose long-term growth prospects are in doubt will be appropriately dealt with. Short-term
profitable situations will arise from time to time. These will be accommodated based on merit.

Inala intends to be instrumental in the listing of some of its unlisted investments, not only to unlock
value, but to create further opportunities.

No investment will be completed unless potential exit options are thoroughly reviewed. Exit
strategies pursued will include leveraged recapitalisations, structured put options to third parties,
sales to corporate buyers and public offerings amongst others.
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. During the period that Inala is investing in various investment opportunities to establish whether
they fully satisfy its investment criteria, Inala will take advantage of favourable circumstances in
the CMA financial markets to enhance investor returns.

7. DIVERSIFICATION

Inala provides investors with exposure to well-managed and well-maintained portfolio of investments, with
the security of well-located, quality underlying capital assets which are expected to appreciate in value
over time.

Inala invests primarily in a diversified portfolio of unlisted privately owned businesses (as opposed to being
listed or traded on a stock exchange, i.e. the private equity asset class) in the agriculture, food production
and food retailing sectors, with the purpose of providing investors with superior long term returns.

Inala is focused on “value add” initiatives to improve performance on the existing portfolio, with the aim
of:

e attracting new capital from institutional shareholders, in order to diversify further;
e improving liquidity in the share price, attracting new institutional capital; and
e ensuring effective cost management of all underlying investments.

The selection of stabilised and quality assets is expected to support meaningful capital growth and regular
income in the form of dividends and interest from the underlying investments, thereby diversifying the
portfolio income streams to various vertically integrated sectors affecting the Eswatini economy and food
/ agri industry. Efficient management and the acquisition of new investments are also expected to help
enhance performance of Inala’s portfolio over time.

Although Inala’s main focus is unlisted investments, Inala’s investment mandate allows it to invest in a

variety of instruments from pure debt, structured products, quasi equity funding, unlisted equity and listed
equity investments in order to further diversify its portfolio.

8. APPLICABLE CURRENCY

All Investments to be made by Inala shall be made in Emalangeni.

APPROVED BY THE BOARD ON 18 A

ALFRED T. DLAMINI

CHAIRPERSON: BOARD OF DIRECTORS
INALA CAPITAL LIMITED

DATE:
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9. ANNEXURE A

INVESTMENT COMMITTEE

The Board has established an investment committee which will assist the Manager to discharge its duties
in respect of Inala in terms of the Manager’s mandate. The investment committee will not relieve the
Manager or the directors of the Manager of any of their responsibilities, but rather assist them to fulfil
those responsibilities.

The Investment Committee is an advisory committee and not an executive committee. As such, it does not
perform any management functions or assumes any management responsibilities and primarily makes
investment recommendations to the board of the Manager for its approval and final decision, unless
mandated otherwise.

The Investment Committee’s primary role is to:

. Investigate and research, consider, analyse and recommend on potential investment decisions to
be made by Inala; and

. Consider Inala’s portfolio weightings and proposed investments monthly, and takes into
consideration, amongst other factors, the liquidity of investments, the length of time that they
are expected to be held, the potential return, the currency and economic factors when considering
portfolio weightings and their potential risk to the Company’s assets.

The length of time Inala will hold an investment, generally will be determined by the Board's view of the
changing risk/reward profile relative to other investment opportunities. The weighting of each investment
in Inala’s portfolio will typically reflect its relative risk/reward at current valuations, which will be
continually monitored.
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10. ANNEXURE B

INVESTMENT PROCESS

The investment process is summarized in the diagram below. African Alliance’s investment process is an
extremely vigorous one. It is aimed at ensuring that all potential investments are considered properly and
in order to mitigate as much risk as possible in the investment decision.

Investment Process
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1. Deal Sourcing:

The first step in the investment process consists of the identification of potential opportunities and the
completion of a basic initial screening by the private equity executives. Preliminary discussions are held
with potential investee company shareholders/management. African Alliance follows a rigorous approach
to identify attractive opportunities and sources transactions from a range of sources, which include:

) Proprietary Networks - African Alliance has a strong network of stakeholders, including its
shareholders, that provide deal flow to it;

o The Manager - Through African Alliance’s on-the-ground presence, track record and history in
Eswatini, there is an established network in the business community which provides a significant
source of deal flow;

o Passive Deal Flow - Equity seekers approaching African Alliance; and

o Active Deal Search - African Alliance identifying opportunities in the open market.
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2. High Level Assessment:

Opportunities deemed worthy of further consideration on the basis of an initial screening process are put
forward to the Deal Forum. A Screening Investment Paper is prepared by the private equity executives and
presented to the Deal Forum for consideration.

This document contains amongst others the following: key background information on the company and the
sector, historical financial information and high level financial projections, the potential terms of the
transaction being discussed and projected returns, key attractions and key risks.

The Deal Forum comprises the private equity team of African Alliance, which meets on a weekly basis to
discuss and decide on which opportunities should be further pursued.
3. Detailed investigation and preliminary Deal Forum approval:

Should the Deal Forum provide its approval to proceed, a more in depth examination of the opportunity is
undertaken. This examination concludes in the preparation of an Initial Investment Paper. The Initial
Investment Paper will provide:

o Key background information on the company and the sector,
. Historical financial information,

. Key attractions and key risks

. Indicative valuations and pricing for the transaction

o Expected returns

o Expected exit route

The initial investment paper is presented to a formal meeting of Deal Forum (Internal African Alliance
Private Equity Team). The Deal Forum will review this information and provide the investment team with
its approval and parameters to enter into a non-binding expression of interest with the investee company.
The non-binding expression of interest will set out the valuation methodology and expected pricing as well
as exclusivity on the transaction for a period. Only once the non-binding expression of interest has been
executed will the detailed assessment begin.

4. Detailed Assessment:

Upon the execution of a non-binding expression of interest, the detailed assessment of the opportunity
commences. This includes an in-depth commercial, financial, legal and strategic due diligence being
conducted on the potential investee company. External experts in the particular sector being assessed are
often engaged to assist with this process and assist in providing in-depth knowledge on the opportunities.

Once the due diligence is complete, a comprehensive Investment Paper is compiled. The aim of the
Investment Paper is to detail how the Fund will achieve the required returns from the proposed investment.
This document includes the following subject matters:

. The quality of the business case, business model and strategy as supported by a detailed
implementation plan and other supporting documentation

. The nature/extent of competition and/or barriers to entry and its potential influence on the
business case

. The extent to which the project risks are adequately identified and whether suitable and realistic
risk management strategies have been proposed
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. The experience and skill of the management team - their background, skills, motivation and
leadership capability (including reference checks) and the extent to which this experience and
skills as well as the experience and skill of other personnel in the project is compatible with the
project objectives and likely to result in a successful project

) Detailed historical financial analysis
) Detailed financial projections

) Opportunity analysis

o Valuation

. Detailed transaction structure and potential returns

. The proposed terms of the transaction

. Environmental, Social and Governance (“ESG”) review

. Post deal investment management strategy and exit strategy
Valuation

African Alliance Group’s valuation policy is in accordance with the principles of the International Private
Equity and Venture Capital (“IPEVC”) guidelines and International Financial Reporting Standards (“IFRS”).

The ultimate aim of a valuation is to determine the fair value of an investment. IFRS 13 and IPEVC most
appropriately defines the fair value as “price at which an orderly transaction to sell an asset or to transfer
a liability would take place between market participants at the measurement date under current market
conditions”.

Over and above the valuation methodology, the African Alliance Group applies the following principles when
assessing a transaction:

¢ Maintenance of capital: Our main principal is to ensure that no investment made which results in
loss of capital. African Alliance Group is very conservative in determining the fair value of its
potential investments.

e Margin of Safety: The future is unpredictable, therefore a significant margin of safety is built in
to compensate for the unpredictability of the future.

5. Formal Investment Committee Approval

Subsequent to the detailed due diligence in Step 4 and terms that have been agreed upon, the Investment
Paper is presented to the Investment Committee for approval and recommendation to the Board.

Once the investment committee approves a transaction, final Board approval is required before an
investment can be made.

6. Execution

After Board approval has been granted, the acquisition of the investment is finally agreed with the selling
shareholders and/or the management team of the investee company. Should the final terms of the
transaction differ from those approved by the Investment Committee and Board, then the private equity
executive team will have to return to the Investment Committee for approval of the revised terms.
Following this approval and final agreement amongst all parties, the acquisition of the investment is
executed. Final execution typically requires entering into all requisite legal agreements, obtaining all
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necessary regulatory and statutory approvals that may be required. Upon the satisfactory completion of all
legal and other statutory agreements, capital will flow to the investee company and/or shareholders.

7. Post Deal Value Creation

African Alliance has a strong value-add focus as it is of the opinion that a big part of private equity value
creation comes from driving business improvements in portfolio companies. Value addition starts as early as
the deal sourcing phase when engaging with management in order to ensure that management teams are

open to partnering with the Manager and actively driving and generating value.

Some examples of value addition initiatives are provided below:

Constituting the board and its sub-committees according to international best practices of
corporate governance;

Active involvement on the board and sub-committees;
Strategy setting and budget setting;

Frequently interacting with management, providing input on how to improve effectiveness of
interventions;

Assisting with strategic growth and innovation initiatives;
Identifying technical partners for growth initiatives;

Ensuring adequate staffing and personnel management;
Assisting in negotiating agreements with customers;

Optimising the capital structure and fundraising initiatives; and

Developing environmental, social and corporate governance, also known as ESG, to measure
the sustainability and ethical impact of companies.
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