A Primer on Detecting Accounting Fraud

Disclaimer: Steyn Capital Management (Pty) Ltd is a licensed financial services provider (FSP number 37550). Returns are not guaranteed and past performance is not necessarily indicative of future results. This document is for discussion purposes only and is
neither an offer to sell or a solicitation of an offer to purchase a security. Offers and sales will be made only pursuant to a confidential private placement memorandum in which the risks of buying and selling financial securities are disclosed in detail.



Firm Overview

. Steyn Capital Management is a long term, value-orientated investment manager which manages approximately R12bn in listed equities across South Africa, Pan-
African, Frontier and Emerging Markets.

. Clients include US Endowments, European Family Offices, Insurance companies, Pension funds, Multi-Managers, HNWI’s, and the investment team.

. All strategies are run with the same long term, value-orientated philosophy and research-intensive methodology, and have been among the top performers in their
respective categories since inception. As at 31 December 2022:

= Our SA long/short strategy has produced annualised net returns of 17.5% since its inception (May 2009), outperforming the JSE ALSI TRI by 4.7% p.a. (in ZAR), with 23%
average beta adjusted net exposure

= Qur SA long only strategy has produced annualised gross returns of 19.2% since May 2009, outperforming the JSE SWIX/Capped SWIX TRI by 7.3% p.a. (in ZAR)

= Our Africa ex-SA strategy has produced annualised net returns of 5.3% since its inception (Sep 2011), outperforming the MSCI EFM Africa ex-SA TRI by 4.9% p.a. (in USD)
= Our Frontier strategy has produced annualised net returns of 3.0% since inception (Jan 2018), outperforming the MSCI FEM TR Index by 6.9% p.a. (in USD)

= Our Global Emerging Market long/short strategy launched Feb 1, 2022, and has outperformed the MSCI EM TR Index by 14.2% to date (in USD).

. Our team of 15 includes 3 Portfolio Managers, 7 Analysts, an Execution Trader, Chief Operating Officer, Chief Administrative Officer and Head of Institutional
Business.
. Team credentials include two CFAs, eight CA(SA)s, a CGMA, a Masters degree in Economics, and two Honours degrees in Financial Analysis & Portfolio Management,

providing strong financial analysis and forensic accounting skills.

WINNER WINNER WINNER

Fund of the Year Long/Short Equity Pan-Africa
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Portfolio Manager: Andre Steyn, CA(SA), CFA

2001-2002:
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2004-2008:
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South African equity long/short strategy performance since inception

Steyn Capital SNN Ql Hedge Fund net returns vs the JSE All Share Total Return Index (ZAR)
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e Steyn gross long book performance e Steyn gross short book performance Steyn net performance === JSE ALSI TRI

May to D Total Annualised
31039 €1 2010 2011 2012 2013 2014 2016 2017 2019 2021 dli@ a—-—
Inception Inception

Steyn gross long book 39.13% 43.93% 7.21% 27.89% 30.96% 19.01% 15.68% 6.23% 7.44% 1.81% 4.65% 6.86% 78.14% 23.43% 0.87%  1348.44% 21.18%

11062%  -836%  10.06%  127%  3.10%  -435%  29.91% -17.75%  -3.38%  30.78%  35.48%  19.80% -290.53%  15.00%  2.21%  56.65%  3.28%
2821%  33.63%  5.67%  22.03%  22.55%  12.28%  22.53%  -2.31%  5.14%  526%  974%  11.85%  51.04%  21.25%  1.48%  818.57%  17.28%

30.57% 18.98% 2.57% 26.68% 21.43% 10.88% 5.13% 2.63% 20.95% -8.53% 12.05% 7.00% 29.23% 3.58% 5.17% 447.52%  12.99% 4



Steyn Capital Africa ex-SA Strategy performance

Steyn Capital Africa ex-SA Strategy net returns vs MSCI EFM Africa ex-SA TR Index (USD)
230
180
a
7N
/ \
N\ _1/ \\
130 ey \‘[\" (LS ’s \\ —,p ,~\
g k Vel oS “\ 7~ ‘-
;N AN . / AN ol /7 k
2 /7 \ /) - \
/ \ \ v \o” \ \ r? - P
4 4 \,-_l | =7 N 2=\
n v/
\ )
80
G S S S S S S S S SR S S S S A A G
V“\) (<Q/ V\) <<Q/ ?9 <<Q/ v\‘» <<Q/ S <<Q/ N <<Q/ V\) <<Q/ ?“\) <<Q/ ?‘0 <<Q/ S <<Q/ v\) <<® V‘O (<<?/
e Steyn Capital Africa ex-SA Strategy (NET return) === VISC| EFM Africa ex-SA Total Return Index
Total Annualised
2100 Sep-Dec 2013 2017 Q1 2023 since since
performance in USD 2011 inception inception
Steyn NET return -2.81% 44.49% 28.92% 6.05% -22.85% -12.72% 66.01% -13.53% -10.05% -15.06% 34.17% -5.58% 4.13%
-11.82% 41.13% 18.31% -5.76% -19.52% -1.91% 22.31% -12.95% 16.65% -4.80%
Steyn net return includes a 50% impairment on Nigerian exposure, whereas the indices do not

87.05%
10.17%

5.55%
-21.65% -3.15%

1.65% 0.14%



Steyn Capital Frontier Strategy Performance

Steyn Capital Frontier Strategy net returns vs the MSCI FEM Total Return Index (USD)
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= Steyn Capital Frontier Strategy net return === MSCI Frontier Emerging Market TR Index
Loz Annualised since
Date/performance in USD 2018 2019 since I .
. nception
Inception
Steyn Capltal Frontier Strategy net return -2.97% 10.58% -3.88% 16.03% -3.32% 2.04% 18.05% 3.21%

MSCI Frontier Emerging Market TR Index -14.44% 14.28% 0.83% 4.58% -17.85% 2.49% -15.96% -3.26%



Steyn Capital Global EM Long/Short Strategy Performance

Steyn Capital Global EM Long/Short Strategy net returns vs the MSCI EM Total Return Index (USD)
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e Steyn Capital Global EM L/S Strategy net return === MSCI Emerging Market TR Index
Total
Date/performance in USD May 2022 Aug 2022 since
Inception
::*tyr';f:r‘:ta' (Sl L/ SlSEat gy -3.56% 1.22% -4.73% 0.74% -9.16% 7.45% 0.26% 2.94% 2.37% 0.49% 1.32% 0.63% 0.46% 3.29% 2.11%
MSCI Emerging Market TR Index -3.01% 2.22% -5.55% 0.46% -6.59% 0.17% 045%  -11.71%  -3.09% 14.85% 1.51% 7.90% -6.48% 3.97% 14.41%
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Steyn Capital Global EM Long/Short Strategy Performance

Steyn Capital Global EM Long/Short Strategy net returns vs the MSCI EM Total Return Index
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Steyn Capital Global EM L/S Strategy =~ === MSCI Emerging Market TR Index

Total
Date/performance in USD May 2022 Aug 2022 since
Inception

Steyn Capital Global EM L/S Strategy net return -3.56% 1.22% -4.73% 0.74% -9.16% 7.45% 0.26% 2.94% -5.63%

MSCI Emerging Market Total Return Index -3.01% -2.22% -5.55% 0.46% -6.59% -0.17% 0.45% -11.71% -25.57%
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Typical short investments

=  FEarnings manipulation/Accounting Fraud

=  Anticipated liquidit bl
Icipated liquidity problems = 25-30 single stock shorts

= Flawed business models ,
=  Not valuation shorts!

=  Qvervaluation due to a fad

"= Toolto accomplish arbitrage



Forensic Accounting Approach to Short Selling

Forensic accounting approach to
identifying frauds

Businessweek Study

“Our books are balanced. 50% of our
numbers are real and 50% are made up.”



Forensic accounting analysis

Actual earnings cycle
Reported earnings

Market
_-7 expectation of
" earnings cycle




Accounting Policies Matter!

Change in revenue recognition wording from “on registration” to “on
the earlier of registration or occupation” leads to a 32% rise in

revenue, and a 37% rise in earnings
I

Unaudited

six months

ended
August 2016 Unaudited Unaudited
(With amended six months six months
change in ended ended
accounting estimate August 2016 August 2015
R'000 R'000 R'000
Revenue i 986 635 749 918 823 405
Cost of sales : (586 163) (435 970) (467 068)
Gross profit i 400 472 313 948 356 337
Other income i 7 645 7 645 6315
Operating expenses : (86 359) (86 359) (43 870)
Share based payment charge ! e T _ - -
Operating profit e > | 321758 235 234 318 782

12



EOH: Taking the stairs up and window down = Q 1

" South African ICT services company, formerly a market HEADLINE EARNINGS
darling PER SHARE (cents

" Became increasingly aggressive in its accounting
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“It ultimately emerged (in the Zondo Commission) there
was a culture of pervasive corruption in addition to
accounting malfeasance and overstating of earnings
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./ Earnings call highlights \‘

*  “This is the 37" time we’ve delivered results with a HEPS growth of 20%+”

* “its not a cash problem, it’s a cash conversion problem”

* Frequent references to the limitations /“not liking” IFRS by the CFO

* Increasingly bizarre acquisitions in new business lines




Problems at EOH: Earnings quality issues

Cash generation told a very different story to profit

Figures in Rand thousand
Profit before taxation

Net cash inflow from operating activities

Cash flows from investing activities

Furchase of property, plant and equipment

Proceeds on the sale of property, plant and equipment
Purchase of other intangible assets

Net cash outflow from acquisition of businesses
Cash outflow on equity-accounted investments

Cash (outflow)/inflow relating to financial assets

PBT +39% YoY

CFFO -24% YoY

FCF is negative!

Notes

28

GROUP
2016

1323921

398 303

(194 068)
64 358
(183 656)
(71222)

(77 604)

2015
931327

227446

(143518)
23747
(139 358)
(73082)
(259)
5605



Problems at EOH: Earnings quality issues

Inflated receivables and deteriorating collections

10.

Trade and other receivables
GROUP
Figures in Rand thousand 2016 2015
Financial instruments 3421103 2200077
Trade receivables DSO from 83 to 98 days — 3396614 2179 468
Trade debtors WIP 125% Yo “ 2536 380 1797 346
Work in progress/Revenue accruals revenue+ o 1o 860 234 382122
Other receivables 24 489 20 609
Trade and other receivables past due but not impaired
GROUP

Figures in Rand thousand 2016 2015

- 30 days 429 401 -

- 60 days 251451 -

- 90 days 115 895 185 863

- 120 days and over 458 403 267 353

I (in ‘000’s...)

A YT L

:T'3|:I9 and other recevables amounting to R1 617 784 (2015: R337 D68) have been pledged to the Group’s bankers for facilities as per note 14.



Problems at EOH: Earnings quality issues

Aggressive acquisition accounting

28. Acquisition of businesses

Figures in Rand thousand

Consideration payable
Cash paid
Shares issued”

Cash to be paid

=hares fo be iIssued
Total consideration
Purchase price

Cash consideration paid
Less: Cash and cash equivalents acquired

Net cash (outflow)/inflow on acquisition

Goodwill

Purchase price

GCT group

of companies

2016

(119 167)
(114 181)
(309 872)
(324 841)

(868 061)

868 061

(119 167)
(23 766)

(142 933)

604 593

868 061

Mehleketa
2016

(15 000)
(59 996)
(15 000)

(115 032)

(205 028)

205 028

(15 000)
60 332

45 332

160 993

205028

GROUP

Other
2016

{190 B&0)

(98 653)
(436 484)
(370 294)

(1096 311)

1096311

(190 880)
217 259

26 379

723313

1096 311

Total
2016

—— - — -y

——1{325 047)1
(272 830)
(761 356)

(810 167)

(2 169 400)

2169 400

| (325047) |
1
|, 253825 !

! (71 222) .

Total

2015

(236 582
(208 561)
(403 923)
(240 477)

(1090 543)

1090 543

(236 582)
163 500

(73 082)

651224

1090543

3% of acquisition cost paid
in net cash...

70% of acquisition cost was
for Goodwill...
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Problems at EOH: Earnings quality issues

Acquisition accounting continued...
28.

+100% of 2016 profit
growth driven by 2015/6
acquisitions...

Limited disclosure of
acquisition details for
majority of acquisitions...

Overly long amortization periods

-

Normally over 3-5 years I

Acquisition of businesses continued

Figures in Rand thousand
Contribution to trading results
Revenue

Profit before taxation™

Acquisition related costs

= Shiwwn affer the gffect of amortisa@ion on Igenf

Contribution had the effective date
been 1 August 2015

Figures in Rand thousand

(] - 1
mEvenue

Profit before taxation

Item

Contracts purchased
Customer relationships
Intellectual property
Internally generated software

IINADIE GS5ETS [

Other intangible assets
Computer software

2 1o 13 years
2 1o 3 years

GROUP
GCT group r———=—=-- |
of companies Mehleketo 1 Other | Total
2016 2016 : 2016 : 2016
! 1
297 689 1FE 789 : 746 926 1 1241404
33961 43 111 | 75 876 : 152 948
: I 22000
1 I
o 55 muiian. 1 1
! 1
! |
1 1
! 1
! [
! 1
| GROUP I
|
GLT group | :
of companies Mehlekete | Other | Total
|
2016 2016 2016 : 2016
|
399 650 206997 | 1654794 : 2261 441
46 456 45347 1 174 558 | 266 361
| 1
Useful life
2 10 5 years
2 1015 years
2 10 10 years
310 15 years ...Inflating earnings by 5%
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EOH - how it ended

A R1.2bn pot of toxic soup at Egg b iy
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The Russian Oligarch, the ripped pants and the solar company that wasn’t (El'likon

A Swiss Industrial Group producing coatings, materials and
machines for high-tech industrial applications, known for its brand
ambassador Niki Lauda and its supply of coatings to Formula 1...

...and the large stake acquired by controversial oligarch Viktor
Vekselberg




The Russian Oligarch and the thin film solar company that wasn’t cerlikon

The contribution margin on Work in Progress accounted for under
Percentage of Completion miraculously went from 21% to 51%, and
accounted for a third of EBIT

The accrued sales under the POC method pertain to customer orders in the segment Oerlikon Balzers Coating (business unit Oerlikon
Solar) and the segment Qerlikon Components (business unit Oerlikon Space), which can be summarised as follows:

in CHF million 2006 2005

Realised POC sales 222 173
Realised POC project costs -109 -137
i Realised contribution from POC projects 413 36 |

— R R

20



The Russian Oligarch and the thin film solar company that wasn’t

cerlikon

Other income, driven by investment speculation, was more than a third of
reported EBIT

Other income and expenses’

in GHF million 2006 2005
. I

Licensing, patent and know-how income 2 2
Gain from sale of operating real estate 4 6

— Change in post-employment benefitplanacorvals_ _ ______________._._..._...............1__________ 1.

—*1_Gainonsale of securities_ _ _ _ _ _ _______ ______ oo 16 _________ 62 |
Gain on sale of business activities and investments 12 23
Impairment reversal operating real estate 6 0
Impairment reversal property, plant & equipment 5 0
Rental income from investment property 2 3
Gain on sale of investment property 4 1
Other income and expenses 15 11
Other income 126 110

21



The Russian Oligarch and the thin film solar company that wasn’t

cerlikon

The company started capitalizing development costs in 2006,
boosting earnings by 15%

Intangible assets

Purchased Purchased'

goodwill other _———_—_Y_ -,

of Group Purchased intangible : Development 2006
in CHF million companies Software assets 1costs otal

! I

Cost : |
Balance at January 1, 2006 209 32 2 0, 243
Conversion differences -8 -3 : =11
Changes in Group companies 1518 8 146 ! 1672
Additions 9 23 49 1 81
Disposals 6 ! | 6

: i

I

Balance at December 31, 2006 1719 44 16?! 49 | 1979

22



The Russian Oligarch and the thin film solar company that wasn’t

cerlikon

Old trick of using acquisitions to refill provisions, and then releasing
them to earnings, boosting EBIT by more than 20%

Long-term
Other Provisions Product Product Onerous employee Other 2006
in CHF million warranties liability contracts benefits Restructuring provisions’ Total

Balance at January 1, 2006 45 4 53 20 33 61 215
Conversion differences 1 1 1 1 3
_J_ Changes in Group companies 43 37 16 21 47 164 :
Addtions _ _ _______________________ 20 5 8______ 2 _____ 20 _____65;
Amounts used -24 -10 -6 —20 -12 -72
Amounts reversed -12 -3 -18 -1 -14 -24 -72
Balance at December 31, 2006 72 0 68 38 32 93 303

23



Oerlikon— how it ended

Oerlikon went on to post losses of CHF422m in 2008, and CHF592m in 2009, and
required an emergency rights issuance to avoid bankruptcy.

Vekselberg faces record
fine in Oerlikon case

i d
to imposea recor
viktor Vekselberg and 'two
ules in building

s authorities are seekinf
fine on Russian ohga.rc ;
allegedly breaching reporting
ndustrial group...

28 Jan 2010 - Swis

SFr120m ($114m)

jani for
Austrian investors : :
ctakes in the troubled Oerlikon|

-97.15% (-84.07%ann.) &

2004 2005 2006 2007 2008 2009 2010 2011

OERL SW Equity (OC Oerlikon Corp AG) White background templat Daily 24N0OV2003-18N0V2011 Copyright€ 2022 Bloomberg Finance L.P.

cerlikon
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EganaGoldpfeil

Sioux and Salamander

Listed in Hong Kong in 1993, and headed by charismatic founder
Hans-Joerg Seeberger, EganaGoldpfeil built a portfolio of brands,
including Goldpfeil, Madler, Pierre Cardin, Carrera, Junhans, Joop,

“Der Globetrotter” Hans-Joerg Seeberger,
Chairman and CEO of EganaGoldfeil
(Manager Magazin, 2004)

EganaGolﬂ E'feil am

Hew Information

Cychcal Consumers/Texties & Apparel 13 June 2008
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Srirran Tl S sy B Pk Penge b

‘While Egana’s share price has performed well since we inifiated coverage in January, we see further re-rating catalysts
on the horzon. Namely, nsing awareness of its global brands, a solid profit growth story, a positive M&A trend in the
luxury product space and undemanding valuations. We raise our target to HKD4.40 based on 12x FY0E FIE. BUY.

Early bird gets the worm

Egana in the glebal sentext

EganaGoldpfed’s (Egana) brands are moving up in the worid, The huury
brands within s porifolio are ranked highly in independent surveys in
terma of both brand awareness and market share. The overall rating of
the group puts it even higher than world rencwned LVMH and The
Swateh Group. These strides in recogrlsn fram vanous surveys and s
increasingly atiractive growth profile are good reasons for institutional
shareholders 1o increase exposune o the group.

FY06 is just the beginning of its profitability stery

FYDO parformance is 521 to be impressive with 4% samings growth
sxpected after a year of ground work securing sales orders, ensuring the
smecth integration of Salamander, and mesting tight production and
shipment schedubes. 40% of the group’s sales are genecated by ils sctive
participation in vanous trade fairs around the world and throughout the
year, and 30% of its sales are from new products. The overwheiming
response to its new products at the fairs strengthens our confidence in
Egana's outlook in the years ahead. We believe the group's growth story
has just begun.

Mere than just a grewth stery

To us, Egana is more than a growth play. In view of its growth and
technology advancement, for instance its radio control technology, we
beleve Egana should be an attractive entity io many leading lusury
brand managers. We have seen a continuing MEA trend among large
brands. Now. the leading players are eyeing Asian counters for more
direct exposure to the PRC market and cheaper valuations. Egana is a
goed play to nde this theme

Undervalued; new target priee of HKD4.40

We value Egana using three valuaten metrics: PVE, break-up value and
DCF. All methodologies indicate clearly that the stock is substanSally
undervalued. We reiterate cur BUY rating and raise our target price to
HEDH4 40, based 12x FYD8 camings, or arownd 1x its brand value.

Risks o pur recommendaticn are on exefution. unpredictable changes in
the operating environmenl, capacity consiraints and sa on. These events
could potentially affect the growp's Snancials and hence its share price
performance

Pleace oee the imparisnt nofice on the inside back cover
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EganaGoldpfeil — The deception T60L0 /7 PREIL

GERMANY
1858

And where did they get the money to invest in these wonderful promissory notes? They
borrowed it — debt was up 150%.

(e) Analysis of cash and cash equivalents:

Group
20006 2005
$°000 $'000
Cash and bank balances __ __________________________________.398%7 . 336,208 __
B PI’DI‘I‘IIESGW notes with maturity within three months* 986,294 476,687 :
1,385,251 812,895
T Promissory notes with maturity within three months represented receivables from certain independent third parties

which were unsecured and bore interest at commercial rates. At 31st May, 2006, all the above promissory notes
receivable were due for repayment in the period from June to August 2006 of which approximately $693,675,000 was
rolled over upon maturity for another one to three months.

26



EganaGoldpfeil — The deception

Increase in receivables drove DSO from 44 to 92 days

23. ACCOUNTS RECEIVABLE, NET
In general, the Group grants an average credit period of 30 to 120 days to its trade customers. An aging analysis of
accounts receivable at 31st May, 2006 after provision for bad and doubtful debts was as follows:

Group

2006 2005

$°000 $'000
- DMl e ___H__WL% man 55N
——  In current month 1,360,020 308,254 1

" Betweenonetotwomonths” T T T T T T T T TT T 41,618 WL 51,404

Between two to three months 12,722 24,744

Between three to four months 10,781 16,780

Over four months 76,521 48,854

1,501,662 450,036




EganaGoldpfeil — how it ended
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Equity-like returns with significantly lower volatility

. The Steyn Capital SNN QI Hedge Fund has significantly outperformed the market in 9 of the 10 largest monthly market drawdowns over 13 years,
and delivered positive performance in 6 of the 10

. Very low correlation of monthly returns with the JSE ALSI since inception (R? of 15.6%)

Steyn Capital hedge fund performance in worst JSE market drawdowns

B JSE ALSI worst monthly drawdowns over last 13 years A Steyn Capital SNN QI Hedge Fund net performance

6.00%
4.00% A

2.00% A

A A
0.00%
o I I
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-6.00% -5.11% -4.84% -4.73%
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Month May '10 Jun '13 Mar '18 Sep'l8 Oct'18 May '19 Feb'20 Mar '20 Oct'20 Jun '22
SCM Alpha 5.9% 7.5% 5.1% 4.9% 6.0% 4.0% 0.7% -2.1% 8.6% 6.8%
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